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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 28, 2005

Commission file number: 00111421
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TENNESSEE 61-0502302
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Securities registered pursuant to Section 12(b) ohe Act:

Name of the Exchange on

Title of Each Class which Registered
Common Stock New York Stock Exchange
Series B Junior Participating New York Stock Exchange

Preferred Stock Purchase Rights

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), @)chas been subject to such filing requirementdHe past 90 day
Yes [X] No[ ]




Indicate by check mark if disclosure of delinqudiidrs pursuant to Item 405 of RegulationKSis nof
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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 July 30, 2004, is approximately $5.86 hilliorhe
Registrant has no noreting common stock. For purposes of this disalesanly, the Registrant has assumed th
directors, executive officers, beneficial ownersgodéater than 10% of the Registrantommon stock and any ot
person who files reports under Section 16 of thehBrge Act are the “affiliates” of the Registrant.

The number of shares of common stock outstandingpoit 4, 2005, was 328,645,056.
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 24, 2005.




The following text contains references to yearss2@D04, 2003, 2002, 2001 and 2000, which reprelsscd
years ending or ended February 3, 2006, January22®5, January 30, 2004, January 31, 2003, Februgrg00:
and February 2, 2001, respectively. This discussind analysis should be read with, and is qualifie its entiret
by, the consolidated financial statements and titesithereto.

PART I
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. ThHrozmnveniently located stores, the Company offefscaiser
assortment of consumable basic merchandise ingutialth and beauty aids, packaged food produatsgltlieanin
supplies, housewares, stationery, seasgoatls, basic clothing and domestics. Dollar Gdrstogies serve primari
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 incory@ar@as 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 April 1, 2005, the Caang operated 7,494 stores in 30 states, primarithe souther!
eastern and midwestern United States.

Overall Business Strategy

Dollar General’s mission statement is “Serving @stiero 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 lonwanc
middleincome brackets and those on fixed incomes. Resgaerformed 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 $20,0Be Company has not engaged an outside seovigpdat:
this research since 2001; however, according toNAé€lsen’s 2004 Homescan@ata, in 2004 approximately 48%
the Companys customers lived in households earning less ti3h0H0 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 approxlin&@@&800 square feet of selling space
generally serves customers who live within five anilof the store. Of the Compasy7,494 stores operating as
April 1, 2005, approximately 4,300 stores serve mgumities with populations of 20,000 or less. Thempan
believes that its target customers prefer the amenee of a small, neighborhood store. As theadist store industi
continues




to move toward larger, “super-centéype stores, which are often built outside of towthe Company believ
that Dollar Genera$ convenient discount store format will continueattract customers and provide the Comj
with a competitive advantage.

In 2003, the Company began testing a Dollar Gendeaket concept. Dollar General Markets are lathear
the average Dollar General store and carry, amdhgradhings, an expanded assortment of groceryugstedan:
perishable items. At April 1, 2005, the Compangmped 19 Dollar General Market stores with an ayerof 17,50
square feet of selling space. The Company expeadpen at least 30 Dollar General Market store0iob.

Our Merchandise The Company is committed to offering a focusssbament of quality, consumable b
merchandise in a number of core categories, sudtealth and beauty aids, packaged food producteghdeanin
supplies, housewares, stationery, seasonal goads, ¢tlothing and domestics. Because the Comptiess@ focuse
assortment of consumable basic merchandise, custcame able to shop at Dollar General stores ferr teveryda
household needs. In 2004, the average customehgae was $8.64.

Our Prices. The Company distributes quality, consumable daserchandise at everyday low prices
strategy of a loncost operating structure and a focused assortnfienéchandise allows the Company to offer qu
merchandise at highly competitive prices. As pduthis strategy, the Company emphasizes aa@lar price point:
In the typical Dollar General store, the majonfythe products are priced at $10 or less, withraxdmately onethird
of the products priced at $1 or less.

Our Cost Controls. The Company emphasizes aggressive managemeits alverhead cost structu
Additionally, the Company seeks to locate storesaighborhoods where rental and operating costsetatvely low
The Company attempts to control operating costariplementing new technology where feasible. Examsplethis
strategy in recent years include improvements t® @ompanys supply chain and warehousing systems
introduction of loss prevention software designedientify unusual cash register transactions aedrhplementatic
of a new merchandise planning system designeddistaie Compang merchants with their purchasing and ¢
allocation decisions.

Growth Strategy

The Company has experienced a rapid rate of expramsirecent years, increasing its number of sttnas
4,294 as of January 28, 2000, to 7,494 as of Aprie005. In addition to growth from new store apegs, the
Company recorded same-store sales increases of &2%4.0% in 2004 and 2003, 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 bagynof the
preceding fiscal year. Management will continueseek to grow the Comparsybusiness and believes that this fL
growth will come from a combination of new storeeamgs, infrastructure investments and merchamglisitiatives.

New Store Growth Management believes that the Company’s convensemallstore format is adaptable
small towns and neighborhoods throughout the cgunthe majority of




the Companys stores are located in these small towns (defimedhe Company as communities v
populations of 20,000 or less). In 2004, slighdiser half of the Compang’new stores were opened in small tc
while the remainder were opened outside of towna arore densely populated areas. The Companycexpesimila
mix of new store openings between small towns ahdraareas in 2005. New store openings in 200bimalude the
Companys existing market area as well as new geograpleiasawhere management believes the Company h
potential to expand its store base. Opening storés existing market area allows the Companyatetadvantage
brand awareness and to maximize its operatingiefities.

In 2004, the Company expanded its operating aseadiude Wisconsin, Arizona and New Mexico, st
which management believes are competitively undeeseand offer the potential for additional growfbhr the
Company. As of April 1, 2005, the Company had &Bes in Wisconsin, 29 stores in Arizona and 24eston Nev
Mexico. The Company expects to continue to expllbegpotential for expansion into additional geograpnarkets ¢
opportunities present themselves.

In 2004, 2003 and 2002, the Company opened 722a6d3%22 new stores, and remodeled or relocated6
and 73 stores, respectively. The Company curreaxhects to open approximately 700 new Dollar Garstores ar
at least 30 new Dollar General Market stores in520Bome of the new Dollar General Markets willdo@versions ¢
traditional stores.

Infrastructure Investmentsin recent years, the Company has made significesaistments in its distributic
network. As of April 1, 2005, the Company operaseden distribution centers (“DCs”). The Compangighth D(
near Jonesville, South Carolina is expected to drapteted and fully operational in mB0O5. In addition, tf
Company plans to select a site for and begin cocistn of its ninth DC during 2005. The Companyistributior
network is an integral component of the Comparsfforts to reduce transportation expenses arattefely suppol
the Companys growth. In addition, the Company has recentlpagxied its DCs in South Boston, Virginia
Ardmore, Oklahoma, and has substantially complétexd conversion of these DCs from single to duatasior
systems, which enables them to serve more stére®f April 1, 2005, each of the Compasyseven existing DCs,
average, serviced approximately 1,070 stores witav@rage distance per delivery of approximately 28es.

The Company has made significant investments ihni@ogy in recent years. In 2004, a merchandisiaig
warehouse was added, the rollout of credit/deld{@melectronic benefit transfer (‘EBTEapabilities was complet
and an automatic inventory replenishment system imatalled in all stores. In addition, a new stdeklge
(implemented in 2005) and sales flash system wenepteted. Also, for the first time, store distriroinagers we
equipped with personal computers to enable theactess daily merchandising information. In 2008, @ompan
implemented an improved warehouse management systeMmC appointment scheduling system, an invel
reconciliation system, allocation system improvetagshortage analysis reporting, improvements toraated D(
replenishment systems, and began the rollout dfittdebit and EBT to the stores. Technology inni@s in 200:
included the establishment of perpetual inventoireall stores, a new order processing system, losg preventio
software, systems for a new import deconsolidatimtion, the establishment of a business-to-




business website for supply chain efficiencies, syglems to enable automated store replenishment.

Merchandising Initiatives The Company’s merchandising initiatives are giesil to promote sanstere sale
increases. The Company continually evaluates énpnance of its merchandise mix and makes adprstsrwhe
appropriate. In recent years, the Company haased its emphasis on the highly consumable catdyoadding
items in the food, paper, household chemicals, la@alth and beauty aids categories. Also in recemirsy th
Company began offering perishable products, whitdtudes a selection of dairy products, luncheontsdeozel
foods and ice cream. The expansion of perishaldeyat offerings into additional stores was a sigaiit 200:
initiative, increasing from 2,445 stores at the eh8003 to 6,755 stores at the end of 2004.

Prior to 2000, the Comparsg/strategy was generally to avoid marking itemsménem the everyday low ret
price with the exception of damaged product whias wypically marked down to zero and disposedinf2000, an
in subsequent years, in addition to continuingrtsctice of marking down damaged product, the Camslectivel
marked down slower moving and discontinued iteinsthe fourth quarter of 2003, and principally la tonclusion «
the holiday selling season, the Company took erseabon markdowns materially in excess of whatdt ta&ken i
prior years to help dispose of certain holidalated items that had not sold in sufficient ques In the past, tl
Company would have carried that inventory forwand svould have attempted to adjust future invenfmrgchases
account for the carryover product. In 2004, thenPany continued this practice of emphasizing thseiason sale
seasonal merchandise by taking progressive, esgadon markdowns. The Company intends to contihis
ongoing yearound strategy. Management expects to estableshppropriate size of such markdowns by means
ongoing cost benefit analysis that considers factach as the potential corresponding increasael@s snd a potent
reduction in shrink and inventory handling and giaug costs.

Merchandise

Dollar General stores offer a focused assortmenuafity, 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:

2004 2003 2002
Highly consumable 63.C% 61.2% 60.2%
Seasonal 16.5% 16.8% 16.2%
Home products 11.5% 12.5% 13.2%
Basic clothing 9.0% 9.5% 10.2%




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 10% of
Companys purchases in 2004 were made from Procter and @amo other supplier accounted for more than 3
the Company’s purchases in 2004. The Company ttir@oported approximately 15% of the Compasyetai
receipts in 2004.

The Company generally does not run weekly advagigirculars 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 4,470 corekskeeping units (“SKUs”) per store. The Company’
average customer purchase in 2004 was $8.64. Téragey number of items in each customer purchasewBasni
the average price of each purchased item was $1.50.

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 auring the rest of the year, such as gift setm-tiree, certai
baking items, and a broader assortment of toyscamdly. The fourth quarter generated the followiagpectiv
percentages of the Company’s annual revenues dndaoene: 2004 — 29% and 39%, 20029% and 34%, and 20
—-29% and 40%.

The Dollar General Store

The typical Dollar General store is operated byamager, an assistant manager and two or more dalés
Approximately 54% of the Comparsystores are located in strip shopping centers, d&%n freestanding buildin
and 2% 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
2002 5,540 622 49 573 6,113
2003 6,113 673 86 587 6,700
2004 6,700 722 102 620 7,320




Employees

As of April 1, 2005, the Company employed approxeha 63,200 full-time and patime employee
including divisional and regional managers, distn@anagers, store managers, and DC and administipéirsonne
compared with approximately 57,800 employees onrudgl 27, 2004. Management believes the Compgany
relationship with its employees is generally good.

Competition

The Company is engaged in a highly competitive g8 with respect to price, store location, merdisa
quality, assortment and presentation,sioek consistency, and customer service. The Coynmgampetes wit
discount stores and with many other retailers,udicly mass merchandise, grocery, drug, convenierargsty ani
other specialty stores. Some of the nasolargest retail companies operate stores in amese the Compai
operates. The Comparsydirect competitors in the dollar store retailegatry include Family Dollar, Dollar Tre
Fred's and various local, independent operators. Catopetfrom other retail categories include CVS,eRAid,
Walgreens, Eckerd, Wal-Mart and Kmart. Some of@oenpanys 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, sma#itore format. The Company believes that its priaes competitive because of its low ¢
operating structure and the relatively limited assent of products offered. Labor and marketingpemses a
minimized by fewer price points, relying on simpierchandise presentation, and the limited userotilgirs. Th
Company attempts to locate primarily in secaoied-ocations, either in small towns or in thegi®orhoods of mo
densely populated areas where occupancy expenseselatively low. The Company believes that itilec
assortment of products allows it to focus its pasthg efforts on fewer SKUs than other retailefsiclv helps keep i
cost of goods relatively low.

Trademarks

The Company, through its affiliate, Dollar Genelratellectual Property, L.P., has registered with thnitec
States Patent and Trademark Office the trademaokarDGeneral®, Clover Valley®, DG Guarante@®d the Dolle
General price point designs, along with certaireottnademarks. The Company attempts to obtain tragjen 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 FOAK, quarterly reports on Form 10-Q, current répoin 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 electronidaéld or furnished to the Securities and Excha@Ggenmission.




ITEM 2. PROPERTIES
As of April 1, 2005, the Company operated 7,494ilstores located in 30 states as follows:

State Number of Stores State Number of Stores
Alabama 396 Missouri 302
Arizona 29 Nebraska 84
Arkansas 207 New Jersey 24
Delaware 24 New Mexico 24
Florida 425 New York 200
Georgia 429 North Carolina 420
lllinois 297 Ohio 388
Indiana 274 Oklahoma 252
lowa 164 Pennsylvania 388
Kansas 147 South Carolina 274
Kentucky 269 Tennessee 367
Louisiana 294 Texas 905
Maryland 65 Virginia 250
Michigan 175 West Virginia 140
Mississippi 226 Wisconsin 55

Most of the Company stores are located in leased premises. Indivistogae leases vary as to their ter
rental provisions and expiration dates. In 2004,@lompanys aggregate store rental expense was approxingiely
per square foot of selling space. The majority led Company’s leases are relatively low-cost, steorty lease
(usually with initial or primary terms of three fove years) with multiple renewal options when dahle. The
Company also has stores subject to buildttii-arrangements with landlords, which typicalrrg a primary leas
term of between 7 and 10 years with multiple rerdes@ions. In recent years, an increasing percentafgthe
Company’s new stores have been subject to buiklitbarrangements. In 2005, the Company expectozippately
500 of its new stores to be subject to build-td-atiangements.

As of April 1, 2005, the Company had seven DCsisgriDollar General stores, as described in theovalg

table:
Year Approximate Square Approximate Number

Location Opened Footage of Stores Served
Scottsville, Kentucky 1959 720,00( 907
Ardmore, Oklahoma 1994 1,310,00( 1,10¢

South Boston, Virginia 1997 1,250,00( 1,16€
Indianola, Mississippi 1998 820,00( 767

Fulton, Missouri 1999 1,150,00( 1,25€
Alachua, Florida 2000 980,00( 901
Zanesville, Ohio 2001 1,170,00( 1,38¢

The Company owns the DCs located in Kentucky, Bagrand Ohio and leases the other four DCs. o
to further enhance the Company’s distribution nekwthe Company is constructing a 1.1 million sgdaot DC nea
Jonesville, South Carolina on a 1&@re site. Located approximately 15 miles soutlSpdrtanburg, the facility
expected to employ more than 600 people when ghesafull capacity. The Company anticipates tlodifia to be
fully operational in mid-2005.




The Companys executive offices are located in approximately2,800 square feet of owned spact
Goodlettsville, Tennessee.

ITEM 3. LEGAL PROCEEDINGS
Restatement-Related Proceedings

As previously disclosed in the Compasyeriodic reports filed with the Securities analiange 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 122B@statement”).

The SEC conducted an investigation into the cirdantes giving rise to the 2001 Restatement andaonar
8, 2004, the Company received notice that the SIaff was considering recommending that the SECgbarcivil
injunctive action against the Company for allegadlations of the federal securities laws in conmectwith
circumstances relating to the 2001 Restatemene ddmpany subsequently reached an agreement icigbeirwith
the SEC staff to settle the matter. Under the seoimthe agreement in principle, the Company, withexdmitting o
denying the allegations in a complaint to be fitgdthe SEC, will consent to the entry of a permamanl 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 Company has been informed that the SEC appiinecagreement and intends to file its Complairok tue
proposed Final Judgment and Consent and UndergkihBollar General Corporation with the Unitedt8saDistric
Court for the Middle District of Tennessee. Theesgnent and order are subject to final approvalheyGQourt. Th
Company accrued $10 million with respect to theaftgnin its financial statements for the year endaduary 3(
2004, and this accrual remains outstanding asrafalg 28, 2005. The Company can give no assurdhaethe Cou
will approve this agreement and order. If the agrent and order are not approved, the Company ¢muklibject t
different or additional penalties, both monetaryl amonmonetary, which could materially and adversely cffihe
Company’s financial statements as a whole.

Other Litigation

On March 14, 2002, a complaint was filed in the tediStates District Court for the Northern Distrad
Alabama (Edith Brown, on behalf of herself and others sinylaituated v. Dolgencorp. Inc., and Dollar Genk
Corporation, CV02-C-0673-W (“Brown ")) to commence a collective action against the Compamypehalf ¢
current and former salaried store managers. Th®l@ont alleges that these individuals were emtite overtime pa
and should not have been classified as exempt gegdounder the Fair Labor Standards Act (“FLSAPJaintiffs
seek to recover overtime pay, liquidated damagadadatory relief and attorneys’ fees.
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On January 12, 2004, the court certified aninptlass of plaintiffs consisting of all personsmayed by th
Company as store managers at any time since Mdrch9D9, who regularly worked more than 50 hoursyeek an
either: (1) customarily supervised less than tw@legees at one time; (2) lacked authority to hiredscharg
employees without supervisor approval; or (3) somet worked in nomranagerial positions at stores other thal

one he or she managed. The Company’s attempt teaafiiis decision on a discretionary basis to thd"Circuit
Court of Appeals was denied.

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

Three additional lawsuitg;ina Depasquales v. Dollar General Cof&outhern District of Georgia, Savan
Division, CV 404-096, filed May 12, 2004iKaren Buckley v. Dollar General CorfSouthern District of Ohio, C-2-
04-484, filed June 8, 2004), asdheila Ann Hunsucker v. Dollar General Corp. et(#estern District of Oklahom
Civ-04-165-R, filed February 19, 2004), were filadserting essentially the same claims asBiwmvn case, all ¢
which have since been consolidated in the Nortliastrict of Alabama where thBrown litigation is pending. TF
Company believes that the consolidation will ndeetf the scheduling order or extend any of the lieasl in the
Browncase.

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

The Company is involved in other legal actions ataims arising in the ordinary course of businédse
Company currently believes that such other litigatand claims, both individually and in the aggtegavill be
resolved without a material effect on the Comparfyiancial statements as a whole. However, libgainvolves a
element of uncertainty. Future developments cealdse these actions or claims to have a matenarsel effect o
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 duriagdbrth quarter of 2004.
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ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

Information regarding the executive officers of l@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 55 Chairman and Chief Executitfec€r

David M. Tehle 48 Executive Vice President ande€CRinancial Officer

Kathleen R. Guion 53 Executive Vice Presiderty&Operations and Store
Development

Thomas J. Hartshorn 54 Executive Vice Presideaty Business Development

Susan S. Lanigan 42 Executive Vice Presideni@enkeral Counsel

Stonie R. O’Briant 51 Executive Vice Presidengribhandising, Marketing and
Strategic Planning

Lloyd Davis 48 Senior Vice President, Supply @h@perations

Robert A. Lewis 43 Senior Vice President and Guler

Jeffrey R. Rice 41 Vice President, Human Resaurce

Mr. Perdue joined Dollar General on April 2, 2003 as Chief Extive 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 Corporation]eading producer and marketer of home textilesnfduly 2002 throug
March 27, 2003. Pillowtex filed for bankruptcy inly 2003 after emerging from a previous bankrupitcivay 2002. Mr
Perdue also served as Executive Vice President&dpi2001 to July 2002) and Senior Vice Presidéiipal Supply Chai
(September 1998 to October 1999) of Reebok Intenmait Ltd., as well as President and Chief Exe@ufficer (Januai
2001 to July 2002) and Executive Vice Presidengb@l Operating Units (October 1999 to January 2@d1the Reebc
Brand. From 1994 to September 1998, Mr. PerdueSeaor Vice President of Haggar, Inc., where he rgaponsible fc
all aspects of operations from planning throughridhstion. From 1992 until 1994, he was based im¢i&ong as Seni
Vice President of Operations for Sara Lee Corp. Rierdue has served as a director of Alliant Ené€gyporation sinc
2001.

Mr. Tehle joined Dollar General in June 2004 as Executivee\Mgesident and Chief Financial Officer. He se
from 1997 to June 2004 as Executive Vice Presidadt Chief Financial Officer of Haggar Corporatianmnanufacturing
marketing and retail corporation. From 1996 to 198 was Vice President of Finance for a divisibiifee Stanley Work
one of the worlds largest manufacturers of tools and from 19939%@6]1 he was Vice President and Chief Financiald@i
of Hat Brands, Inc., a hat manufacturer. Mr. Tdtde served as a director of Jack in the Box, lincesDecember 2004.

Ms. Guion joined Dollar General in October 2003 as Execuliiee President, Store Operations. She was n.
Executive Vice President, Store Operations andeSevelopment in February 2005. From 2000 untihifgg Dollai
General, Ms. Guion served as President and Chiefcliive Officer of Duke and Long Distributing Conmya &
convenience store chain operator and wholesaleldisir of petroleum products that filed for bangity in Novembe
2000. Prior to that time, she served as an opgraimtner for Devon Partners (199900), where she developed opere
plans and assisted in the identification of acdjoisitargets in the convenience store
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industry, and as President and Chief Operatingcéffiof E-Z Serve Corporation (199B98), an owner/operator
convenience stores, mimarts and gas marts. From 1987 to 1997, Ms. Guéowed as the Vice President and Ger
Manager of the largest division (Chesapeake Diujsiof company-owned stores atEfeven, Inc., a convenience st
chain. Other positions held by Ms. Guion during tegure at Zleven include District Manager, Zone Manager, @pens
Manager, and Division Manager (Midwest Division).

Mr. Hartshorn joined Dollar General as Vice President, Operatioms1992 and became Vice Presid
Merchandising Operations in 1993. He was namedo8éfice President, Logistics and Merchandising @gens ir
February 2000 and then Executive Vice Presidentichendising in February 2001. He assumed his cupesition a
Executive Vice President, New Business Developnreritugust 2003. Before joining Dollar General, Nitartshorn wa
Director of Store Operations for McCrory/TG&Y, atading company. Mr. Hartshorn joined TG&Y in 196thd hel
various operations management positions, inclu@ogporate Directors of Store Operations, ExpenseBardget Contro
Territorial Director of Store Operations; Distridianager; and Store Manager.

Ms. Lanigan joined Dollar General in July 2002 as Vice Prestd&@eneral Counsel and Corporate Secretary
was promoted to Senior Vice President in Octobé¥32énd to Executive Vice President in March 200%0rRo joining
Dollar General, Ms. Lanigan served as Senior Vicesident, General Counsel and Secretary at ZalgpoZation,
specialty retailer of fine jewelry, headquarteradriving, Texas. During her six years with Zale,.Manigan held variot
positions, including Associate General CounseloPto that, she held legal positions with both TasriBroadcastin
System, Inc. and Troutman Sanders law firm.

Mr. O’Briant joined Dollar General in 1991 as Divisional Merctliesse Manager. Mr. @riant was named Gene
Merchandise Manager in 1992, Vice President, Merdising in 1995, Senior Vice President, Merchamgjsand MIS ii
1998, Executive Vice President in 2000, and Exeeudlice President, Operations in February 2001askimed his curre
position as Executive Vice President, Merchandisigrketing and Strategic Planning in August 20B&fore joining
Dollar General, Mr. O'Briant spent 17 years witre&s, Inc., a discount retailer, where he servednraber of executi
management positions, including Vice President,dhiags, Vice President, Softlines, and Vice Presidélousehol
Goods. He also owned his own businesBr@ant Enterprises, Inc. from 1989 to 1991, spexiiad in the service sect
serving retail and wholesale customers and theanyli

Mr. Davis joined Dollar General as Senior Vice President,@Buhain Operations in January 2005. From !
until 2004, he served as the Vice President of @ldogistics for Reebok International Limited, algal company th.
designs and markets sports and fitness productstenre was directly responsible for all compamgrnaged distributic
centers worldwide. He also served as the Vice &easiof North American Distribution for Reebok Imtational Limitec
from March 1999 until July 1999. Prior to his seeviat Reebok, he served as the Senior Vice Preésidddistributior
(1998-1999) of Tropical Sportswear International, a legdproducer and marketer of high quality casual dmeds appar
principally for men, and as the Vice President ofistics (1995-1998) and in various manufacturingifoons (1978995
of Haggar Clothing Co., a subsidiary of Haggar Cavpich designs, manufactures, imports and maréassial and dre
men’s and womes’ apparel products, where he managed manufactany distribution facilities and oversaw
company-owned fleet.
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Mr. Lewis joined Dollar General as Vice President and Colgrah October 2001. He was promoted to Se
Vice President in August 2004. From May 1999 thio®&gptember 2001, Mr. Lewis served as Group ViasiBent
overseeing operational, planning and administrdiivetions for Lux Corp., a nowefunct apparel retailer that conduc
business as “Mr. Rags” and was a then wholly-owswdakidiary of Claires Stores, Inc. Mr. Lewis served as Vice Presi
of Finance from February 1996 until May 1999, asdCantroller from November 1988 until May 1999, @aire’s Stores
Inc., an international retailer of value-priced ttwse jewelry and accessories. Prior to joining Kelai Stores, Mr. Lew
was employed with Arthur Andersen & Co.

Mr. Rice began his career with Dollar General in June 198Hh garttime summer employee in the Scottsv
Kentucky Distribution Center. In May 1984, he begaarking full-time as the first writer and editof Dollar Generals
employee newsletter. Upon graduation from colléde,Rice served as assistant to the Vice PresideHuman Resourc
for one year. Over the next nine years, Mr. Riggexin various positions in human resources atadd@eneral, includin
Corporate Recruiter, Scottsville DC and Office HRuMger, and Corporate Personnel Manager, befong ipeomoted t
Director of Human Resources in 1996. Mr. Rice wamsrmted to Senior Director, Human Resources in I889then to h
current position as Vice President, Human Resourc8gptember 2002.

PART Il

ITEM 5. MARKET FOR REGISTRANT' S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

The Company’s common stock is traded on the NewkY&tock Exchange under the symbol “DGThe
following table sets forth the range of the highd dow sales prices of the Compasytommon stock during ee
guarter in 2004 and 2003, as reported on the Nesk Btock Exchange, together with dividends.

First Second Third Fourth
2004 Quarter Quarter Quarter Quarter
High $ 23.1¢ $ 20.6C $ 20.94 $ 21.2¢
Low $ 18.07 $ 16.91 $ 17.6¢€ $ 19.04
Dividends $ .04C $ .040 $ .040 $ .040
First Second Third Fourth
2003 Quarter Quarter Quarter Quarter
High $ 15.2C $ 19.7% $ 23.4C $ 22.67
Low $ 9.5C $ 14.87 $ 18.1¢ $ 18.41
Dividends $ .035 $ .035 $ .035 $ .035

The Company’s stock price at the close of the ntaskeApril 4, 2005, was $21.71.
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There were approximately 12,639 shareholders ardeof the Compang’ common stock as of April 4, 20
The Company has paid cash dividends on its comnoak since 1975. The Board of Directors regulaeyiews th
Company’s dividend plans to ensure that they amsistent with the Comparg’earnings performance, finan
condition, need for capital and other relevantdext Consistent with that review, the Board ofdodtors authorize
dividends of $0.04 per share for each quarter 6420

The following table sets forth information with pest to purchases of shares of the Commaogmmon stoc
made during the quarter ended January 28, 2005 lmn dehalf of the Company or any “affiliated puaskr,” as
defined by Rule 10b-18(a)(3) of the Securities Exae Act of 1934:

Maximum
Total Number Number of Shares
of Shares Purchased as that May Yet Be
Total Number Average Part of Publicly Purchased Under
of Shares Price Paid Announced Plans or the Plans or
Period Purchased (a) per Share Programs (b) Programs (b)
10/30/04-11/30/04 - - - 10,000,38I
12/01/04-12/31/04 232,19: $20.1C 203,900 9,796,48(
01/01/05-01/28/05 336,33t $20.41 335,600 9,460,88(
Total 568,521 $20.2¢ 539,500 9,460,88(

(&) Includes 29,027 shares purchased in open mtaekesactions in satisfaction of the Compangbligations under certain employee bel
plans.

(b) On March 13, 2003, the Company announcedth&oard of Directors had authorized the Compangepurchase up to 12 million she
of the Companys outstanding common stock. That repurchase aa#timn expired on March 13, 2005. In addition,Ndovember 30, 200
the Companys Board of Directors approved an additional shamurchase program of 10 million shares. That @ymase authorizatic
expires on November 30, 2005. Under both authtioizs, purchases may be made in the open markatpmivately negotiated transactic
from time to time subject to market conditions.e Skiquidity and Capital Resources” in Item 7 below
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ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth selected consoliddteancial information for each of the five mostent fisce
years. This information should be read in conjiamctvith the Consolidated Financial Statements ldotks therett
included in Item 8 of this report, and Managem&miscussion and Analysis of Financial Conditior &esults ¢
Operations, included in Item 7 of this report.

(In thousands except per share and operating data)

January 28, January 30, January 31, February 1, February 2,
2005 2004 (c) 2003 (c) 2002 (c) 2001 (c)(d)
SUMMARY OF OPERATIONS:
Net sales $ 7660927 $ 6871992 $ 6,100,404 $ 5322,895 $ 4,550,571
Gross profit $ 2,263,192 $ 2,018,128 $ 1,724,266 $ 1,509,412 $ 1,250,903

Penalty expense and litigation

settlement expense (proceeds) $ - % 10,000 $ (29,541 % - $ 162,000
Income before income taxes $ 534,757 $ 476,523 $ 410,337 $ 322,174 $ 102,202
Net income $ 344,190 $ 299,002 $ 262,351 $ 203,874 $ 66,955
Net income as a % of sales 4.5% 4.4% 4.3% 3.8% 1.5%
PER SHARE RESULTS (a):

Basic earnings per share $ 104 % 089 $ 079 $ 061 $ 0.20
Diluted earnings per share $ 104 % 089 $ 078 $ 061 $ 0.20
Cash dividends per share of

common stock $ 0.16 $ 014 $ 013 $ 013 $ 0.12
Weighted average diluted shares 332,068 337,636 335,050 335,017 333,858
FINANCIAL POSITION:

Assets $ 2841004 $ 2,621,117 $ 2,303,619 $ 2,526,481 $ 2,271,217
Long-term obligations $ 258,462 $ 265,337 $ 330,337 $ 339,470 $ 720,764
Shareholders’ equity $ 1,684,465 $ 1,554,298 $ 1,267,445 $ 1,023,690 $ 847,374
Return on average assets (b) 12.7% 12.3% 10.9% 8.6% 3.2%
Return on average equity (b) 22.1% 21.4% 23.2% 22.2% 8.0%
OPERATING DATA:

Retail stores at end of period 7,320 6,700 6,113 5,540 5,000
Year-end selling square feet 50,015,00C 45,354,00C 41,201,00C 37,421,00C 33,871,00C
Highly consumable sales 63% 61% 60% 58% 55%
Seasonal sales 17% 17% 17% 17% 16%
Home products sales 11% 13% 13% 14% 17%
Basic clothing sales 9% 9% 10% 11% 12%

(a) As adjusted to give retroactive effect to all conmstock splits.

(b) Average assets or equity, as applicable, is cakllasing the fiscal year-end balance and thedoereding fiscal quarter-end balances.

(c) The Company restated its financial statementsifwal years 2000 through 2003 as discussed in Ridtethe Consolidated Financ
Statements for the year ended January 28, 200bidiedt in Item 8 of this report. For fiscal year®2@nd 2000, the Restatement redi
previously reported net income by approximately6$®illion and $3.7 million, respectively, or appnmately $.01 per diluted share
each year.

(d) 53-week year.
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ITEM 7. MANAGEMENT" S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D
RESULTS OF OPERATIONS

General

Accounting Periods The following text contains references to yea@®5, 2004, 2003 and 2002, wr
represent fiscal years ending or ended Februa®0@6, January 28, 2005, January 30, 2004 and JaBdar200S
respectively. Fiscal year 2005 will be a 53-weekoanting period while 2004, 2003 and 2002 werewg2k
accounting periods. The Compasyiscal year ends on the Friday closest to Jan8anyf his discussion and analy
should be read with, and is qualified in its ertyifey, the Consolidated Financial Statements aadttes thereto.

Executive Overview Fiscal 2004 was a significant year of investmiantthe Company. Despite a diffic
economic environment for its customers, the Compsugcessfully implemented many of the importantratoec
initiatives outlined in last year’'s Form XJ-while also achieving improved financial resultBhe following are son
of the more significant operating accomplishmenisray 2004:

« The opening of 722 new stores, including store aalditional states;

« The addition of coolers (which allow the Compangtores to carry perishable products) in the ritgjof
stores, bringing the total number of stores withlews to 6,755 at January 28, 2005. In additiorr @30l
stores were certified and accepting electronic fietnansfers (“EBT”);

« The rollout of automatic inventory replenishmentalb stores, completed during the first quarte2604
and the related improvement of inventory in-staakels;

« The rollout of the acceptance of the Discover @ard debit cards to all stores;

« The design completion and initiation of implemeimatof the “EZstore”project, which is designed
improve many facets of inventory flow from distrtlmn centers to consumers and other areas of
operations, including labor scheduling, hiring &raining and product presentation;

« The ongoing construction of the Compagighth distribution center in South Carolina audbstantic
completion of expansion projects in 2 other disttidin facilities to increase overall distributioapacity;

« The implementation of a merchandising data waredtous

« The increased store manager training and reduofistore manager turnover to under 50% in 2004.

In 2005, the Company will focus its efforts on aogdishing the following operating initiatives:

e Opening 730 new Dollar General stores, includingeaist 30 new Dollar General Market stores,
continuing to look westward for further geographegansion;

« Continuing to invest in its EZstore project wittetgoal of rolling it out to half of its stores byetend c
2005;
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« Reducing inventory levels on a p&ore basis by revisiting replenishment assumptisatety stock leve
needed in distribution centers and improving exeoubf selling through seasonal and other wore
merchandise;

« Continuing to test Dollar General Market store fatsiand additional geographic areas for thesesstore

« Continuing to focus on hiring practices and instgl increased accountability among the Compsny’
employees;

« ldentifying a location for and commencing constimcton a ninth distribution center for a planne@mipc
during 2006.

The Company can provide no assurance that it wilsbccessful in executing these initiatives, nor tw&
Company guarantee that the successful implementatithese initiatives will result in superior fimaal performance

In addition to undertaking the operating initiasveéescribed above, the Company also intends tesfoowan
evaluate the status of certain other issues. Tiseses are likely to include:

« The appropriate level of share repurchases for 2005004 the Company spent $209.3 million repusatt
approximately 11 million shares);

« The impact on the Company, if any, from recentaeptial legislation affecting minimum wages;

« The impact of increasing fuel costs;

« The impact of increasing health care and workeseigensation costs;

« The progress of the wage and hour collective adiimation in the state of Alabama, discussed nfatky
in Note 8 to the Consolidated Financial Statements;

« The Company’s rating agency debt ratings.

The Company measures itself against seven key dialametrics that it believes provide a wbHlance
perspective regarding its overall financial healthese metrics, and their method of computatiom)iared below:

« Earnings per share (“"EPSJyowth (current year EPS minus prior year EPS eitly prior year EPS equ
percentage change), which is an indicator of theemsed returns generated for the Compaslyareholder

« Total net sales growth (current year total netssadenus prior year total net sales divided by pyear tote
net sales equals percentage change), which indjcateong other things, the success of the Company
selection of new store locations and merchandisiragjegies;

« Operating margin rate (operating profit dividedr®t sales), which is an indicator of the Comparsyicces
in leveraging its fixed costs and managing itsatale costs;

« Return on invested capital (humeratanet income plus interest expense, net of tax, ©@nsexpense, net
tax; denominator — average long-term debt plusageeshareholdergquity, both measured at the end o
latest five fiscal quarters, plus average rent agpanultiplied by eight. Average rent expense immatec
using a two-year period.). Although this measara nhot computed using generally accepted

18




accounting principles (“GAAP”)the Company believes it is useful because retunmested capital measu
the efficiency of the Company’s capital deployedsnoperations;

» Free cash flow (the sum of net cash flows from afpeg activities, net cash flows from investingiates
and net cash flows from financing activities, exithg share repurchases and changes in debt otae
required payments). Although this measure is a@8AP measure, the Company believes it is usefalr
indicator of the cash flow generating capacity lvé Companys operations. It is also a useful metri
analyze in conjunction with net income to determartesther there is any significant noash component
the Company’s net income;

« Inventory turns (cost of goods sold for the yeatidid by average inventory balances, at cost, nmedsa
the end of the latest five fiscal quarters) whishan indicator of how well the Company is managime
largest asset on its balance sheet;

« Return on average assets (net income for the yeided by average total assets, measured at thefethd
latest five fiscal quarters), which is an overaltlicator of the Compang’ effectiveness in deploying
resources.

The Company computes the above metrics using bA#RGand certain noiGAAP information. As discuss
further below under “Results of Operationie Company generally excludes items relating ¢éordstatement of t
Company’s 1998-2000 financial results (the “2001stBement”) to more effectively evaluate the Conypan
performance on a comparable and ongoing basis.

The Company also pays particular attention toatses-store sales growth, which is a salbegory of its tot:
sales growth, and its shrink performance, which ®ibeategory of its operating margin rate. In 2004 2663, th
Company experienced same-store sales growth of 3u2d64.0%, respectively. In 2004 and 2003, the Goyp
shrink, expressed in retail dollars as a percen@gales, was 3.05% for each year.

Results of Operations

The following discussion of the Companyfinancial performance is based on the Consolid&i@ancia
Statements set forth herein. The Company has iadluil this document certain financial informatioot derived i
accordance with GAAP, such as selling, general athchinistrative (“SG&A”) expenses, net income and dilt
earnings per share that exclude the impact of iteslading to the 2001 Restatement. The Compang\esd that thi
information is useful to investors as it indicatesre clearly the Company’s comparative yeaydas operating resul
This information should not be considered a sultstitfor any measures derived in accordance with B.
Management may use this information to better wtdad the Compang’ underlying operating resu
Reconciliations of these ndBAAP measures to the most comparable measure asdduin accordance with GA/
are contained in the table below.

The Company has restated its consolidated finarsteabments, as discussed in Note 2 to the Coased

Financial Statements, for all previous years priese(the “Restatement”). The following discussadrthe Company
results of operations incorporates the effecthigfRestatement.
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For fiscal years 2001 and 2000, the Restatementeedpreviously reported net income by approxinyehal e
million and $3.7 million, respectively, or approxately $.01 per diluted share in each year. Retagagdings at tf
beginning of 2000 have been reduced by approxim&HD.7 million to reflect the after-tax impactsearlier periods.

The following table contains results of operatiolasa for the 2004, 2003 and 2002 fiscal yearsdtilar anc
percentage variances among those years, and rkatocs of any nofsAAP measures to the most compar
measure calculated in accordance with GAAP.

20




2004 vs. 2003

2003 vs. 2002

(amounts in millions, excluding per $ % $ %
share amounts) 2004 2003 2002 change change change change
(Restatec  (Restatec
Net sales by category:
Highly consumable $4,825.1 $4,2069 $36749 $6182 14.7%  $531.9 14.5%
% of net sales 62.98% 61.22% 60.24%
Seasonal 1,264.0 1,156.1 994.3 107.9 9.3 1619 16.3
% of net sales 16.50% 16.82% 16.30%
Home products 879.5 860.9 808.5 18.6 2.2 52.3 6.5
% of net sales 11.48% 12.53% 13.25%
Basic clothing 692.4 648.1 622.7 44.3 6.8 254 4.1
% of net sales 9.04% 9.43% 10.21%
Net sales $7,6609 $6,872.0 $6,1004 $788.9 11.5% $771.6 12.6%
Cost of goods sold 5,397.7 4,853.9 4,376.1 5439 11.2 477.7 10.9
% of net sales 70.46% 70.63% 71.74%
Gross profit 2,263.2 2,018.1 1,724.3 2451 121 293.9 17.0
% of net sales 29.54% 29.37% 28.26%
SG&A:
SG&A excluding 2001 Restatement-
related expenses 1,705.8 1,499.5 1,294.4 206.3 13.8 205.1 15.8
% of net sales 22.27% 21.82% 21.22%
2001 Restatement-related expenses
included in SG&A 0.5 0.6 6.4 (0.1) (23.5) (5.8) (90.8)
% of net sales 0.01% 0.01% 0.10%
Total SG&A 1,706.2 1,500.1 1,300.8 206.1 13.7 199.3 15.3
% of net sales 22.27% 21.83% 21.32%
Penalty expense and litigation
settlement proceeds - 10.0 (29.5) (10.0) (100.0) 39.5 -
% of net sales - 0.15% (0.48)%
Operating profit 557.0 508.0 453.0 49.0 9.6 55.0 12.2
% of net sales 7.27% 7.39% 7.43%
Interest income (6.6) (4.1) (4.3) (2.5) 60.2 0.2 (4.7)
% of net sales (0.09)% (0.06)% (0.07)%
Interest expense 28.8 35.6 46.9 (6.8) (19.1) (11.3)(24.2)
% of net sales 0.38% 0.52% 0.77%
Income before income taxes 534.8 476.5 410.3 58.2 12.2 66.2 16.1
% of net sales 6.98% 6.93% 6.73%
Income taxes 190.6 177.5 148.0 13.0 7.3 29.5 20.0
% of net sales 2.49% 2.58% 2.43%
Net income $344.2 $299.0 $2624 $452 151 $36.7 14.0
% of net sales 4.49% 4.35% 4.30%
Diluted earnings per share $1.04 $0.89 $0.78 $0.15 16.9% $0.11 14.1%
Weighted average diluted shares 332.1 337.6 335.1 (5.6) (1.6) 26 0.8
2001 Restatememelated items:
Penalty expense and litigation
settlement proceeds - 10.0 (29.5) (10.0) (100.0) 39.5 -
2001 Restatement-related expenses
included in SG&A 0.5 0.6 6.4 (0.1) (23.5) (5.8)(90.8)
0.5 10.6 (23.1) (10.1) (95.7) 33.7 -
Tax effect (0.2) (0.2) 9.1 0.1 (23.7) 9.3) -
Total 2001 Restatement-related
items, net of tax 0.3 104 (14.1) (10.1) (97.3) 24.4 -
Net income, excluding 2001
Restatement-related items $344.5 $309.4 $2483 $351 11.3 $61.1 24.6
Diluted earnings per share, excluding
2001 Restatement-related items $1.04 $0.92 $0.74 $0.12 13.0% $0.18 24.3%
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Net Sales Increases in net sales resulted primarily frgmerong additional stores, including 620 net
stores in 2004, and a same-store sales incre&@%ffor 2004 compared to 2003. Sastere sales calculations fc
given period include only those stores that werenopoth at the end of that period and at the bagynof the
preceding fiscal year. The increase in satoee sales accounted for $204.0 million of thegase in sales while sto
opened since the beginning of 2003 were the priroangributors to the remaining $585.0 million salesease durir
2004. The increase in same-store sales is primattilijputable to an increase in the number of custaransactions.

The Company monitors its sales internally by therfonajor categories noted in the table above.
Company’s merchandising mix in recent years hageshio fasterturning consumable products versus home pro
and clothing. This has been driven by customer svantd needs in the marketplace. As a result, tnepast thre
years the highly consumable category has becomeadeg percentage of the Compangverall sales mix while t|
percentages of the home products and basic clottetggories have declined. Accordingly, the Comparsale
increase by merchandise category in 2004 compare2D®3 was primarily attributable to the highly samabl
category, which increased by $618.2 million, or724. The Company continually reviews its merchande anc
adjusts it when deemed necessary as a part ohgsimmg efforts to improve overall sales and grossifpp Thest
ongoing reviews may result in a shift in the Companmerchandising strategy which could increase peem
markdowns in the future.

The Companys sales increase in 2003 compared to 2002 respitedarily from opening additional stor
including 587 net new stores in 2003, and a satoee sales increase of 4.0% for 2003 compare@Q@a.2The increa:
in samestore sales accounted for $228.3 million of thedase in sales while stores opened since the begimmi
2003 were the primary contributors to the remair$sg3.3 million sales increase during 2003. The gamy’'s sale
increase by merchandise category in 2003 compar2ad2 was primarily attributable to the seasoatégory, whic
increased by $161.9 million, or 16.3%, and the lKiglonsumable category, which increased by $53lilBom or
14.5%.

Gross Profit. The gross profit rate increased 17 basis pom2004 as compared with 2003. Although
Companys margin rate is pressured by sales mix shiftsacerhighly consumable items, which typically calower
gross profit rates, the Company has been able te i@an offset this through increases in gross opskon a
merchandise categories. More specific factors aeline following:

« Higher initial markups on merchandise received during 2004 as compaittd2003 (approximately <
basis points of gross margin improvement). Thisrowpment was achieved primarily from the pos
impact of opportunistic purchasing, renegotiatimgdoict costs with several key suppliers, selecfisiee
increases, and an increase in various performaasecbvendor rebates.

« Higher average mark-ups on the Companyeginning inventory in 2004 as compared to
(approximately 20 basis points of gross margin mupment). This increased average mapkrepresen
the cumulative impact of higher margin purchases dime.
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These components of margin, which both positivelpacted the Company’s results, were partially ofige

« An increase in transportation expenses as a pagerdf sales (approximately 23 basis points of g
margin decline). This increase resulted primargnf higher fuel costs in 2004 as compared to 2003.

« A nonrecurring favorable inventory adjustment ir020epresenting a change in the Compargstimate
provision for shrinkage (approximately 6 basis powof gross margin decline).

The gross profit rate increased 111 basis poinP®08 as compared with 2002 primarily due to tHiewang:

« Higher initial markups on merchandise received during 2003 as compaittd2002 (approximately *
basis points of gross margin improvement). Thisroapment was achieved primarily from incree
purchases of higher margin seasonal and home gradots; a 31% increase in imported purchases,h
carry higher than average mark-ups; and a 72%aseren various performance-based vendor rebates.

« A reduction in the Compang’shrink provision from 3.52% in 2002 to 3.05% 0032, calculated using ret
dollars as a percentage of sales (approximatelgagis points of gross margin improvement, at costje
Company made progress in reducing the shrink abl@no stores during 2003 but generally fell sho
corporate goals.

« Higher average mark-ups on the Companyeginning inventory in 2003 as compared to
(approximately 18 basis points of gross margin mupment). This increased average mapkrepresen
the cumulative impact of higher margin purchase= éime.

« A reduction in transportation expenses as a peagendf sales (approximately 14 basis points ofg
margin improvement). This reduction resulted prilgairom system enhancements and improved pr¢
efficiencies in managing outbound freight costs,iclvhcontributed to an approximate 7% declin
outbound cost per carton delivered in 2003 as coaap@ 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 marginidegl In 2002, the Company recorded an $8.9 m
LIFO adjustment, which had the effect of increasigpgpss margin and primarily resulted from
Companys ability to lower its product costs through effeetpurchasing methods and the general lai
inflation during the period. The Company did nohé#t from a comparable adjustment in 2003 priny.
because the LIFO reserves in certain inventory iieyeants had been reduced to nominal amounts, o
in 2002 or prior years.

e An increase in markdowns of 14 basis points. Teease in markdowns was due principally to inere
Christmas-related markdowns compared to those the
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Company had taken in the past and, to a lessentextearkdowns taken to assist with the sale of
discontinued and slower moving apparel items.

Selling, General and Administrative (“SG&A”) Expens The increase in SG&A expense as a percente
sales in 2004 as compared with 2003 was due ton#gbeuof factors, including but not limited to inaees in th
following expense categories that were in exceshefl1.5 percent increase in sales: store occypaosts (increast
17.4%) primarily due to rising average monthly edsitassociated with the Compasifeased store locations;
increase in purchased services (increased 54.6&opdonarily to fees associated with the increasesiamer usage
debit cards; professional fees (increased 119.2%)apily due to consulting fees associated withhbibie Company
2004 EZstore project and compliance with certamvigions of the Sarban&3xley Act of 2002; and increased c(
for inventory services (increased 88.2%) due t laot increased number of physical inventories ahijlaer averac
cost per physical inventory. Partially offsettingese increases was a reduction in accruals for ay@@l bonu
expenses (declined 21.3%) primarily related to éighonus expense in 2003 related to the Compafigancia
performance during 2003.

The increase in SG&A expense as a percentage s, satcluding expenses relating to the 2001 Reséat
(primarily professional fees), in 2003 as compaxgth 2002 was due to a number of factors, including not limite
to increases in the following expense categoriat\lere in excess of the 12.6 percentage increasaes: store lab
(increased 14.6%) primarily due to increases imesteaining-related costs; the cost of workezsmpensation ar
other insurance programs (increased 29.8%) priyndtie to an increase in medical inflation costseeigmced by tr
Company compared to previous years; store occupansts (increased 16.0%) primarily due to risingerage
monthly rentals associated with the Companigased store locations; and higher bonus exp@mseased 34.49
related to the Company’s financial performancery&2003.

Penalty Expense and Litigation Settlement Procee@s more fully discussed in Note 8 to the Cordatc
Financial Statements, the Company accrued $10.0omiln 2003 with respect to a civil penalty relhtéo its
agreement in principle with the Securities and Exge Commission (“SECStaff to settle the matters arising ou
the Companys 2001 Restatement. In 2002, the Company recd@ed million in net litigation settlement proces
which amount included $29.7 million in insuranceog@eds associated with the settlement of clas®raetic
shareholder derivative litigation, offset by a $énlion settlement of a shareholder class actiptraut claim, all o
which related to the 2001 Restatement.

Interest Expense The decrease in interest expense in 2004 compar2d03 is due primarily to capitaliz
interest of $3.6 million related to the CompaypC construction and expansion projects in 200#paoed to $0.
million in 2003 and a reduction in amortizationd#bt issuance costs of $2.2 million due in pathibamendment
the Companys revolving credit facility in June 2004. The dexge in interest expense in 2003 as compared toig
due primarily to debt reduction achieved during20Dhe average daily total debt outstanding overpidist three yee
was as follows: 2004 - $280.1 million at an averagerest rate of 8.5%; 2003 3&1.5 million at an average intet
rate of 8.6%; and 2002 - $575.7 million at an ageraterest rate of 6.6%. The increase in the Coyigaaverag
interest rate from 2002 to
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2003 is due primarily to the reduction of variabdge debt. All of the Compang’outstanding indebtednes:
January 28, 2005 and January 30, 2004 was fixeddeit.

Income Taxes The effective income tax rates for 2004, 2008 @002 were 35.6%, 37.3% and 36.
respectively. The 2004 rate was lower than the 2@@3 primarily due to a net reduction in certaamtingent incom
tax liabilities of approximately $6.2 million recoiged in the second quarter of 2004, when the Compajusted i
tax contingency reserve as the result of two stademe tax examinations. The tax rate in 2003 wegatvely
impacted by the $10.0 million penalty expense i03@&s discussed above, which was not deductiblenéome ta
purposes. The lower effective tax rate in 2002 pramarily due to the favorable resolution of cértatate tax relate
items during 2002.

Liquidity and Capital Resources

Current Financial Condition / Recent DevelopmenBuring the past three years, the Company hasrgen
an aggregate of approximately $1.33 billion in cietvs from operating activities. During that petjche Compar
has expanded the number of stores it operates %y (32780 stores) and has incurred approximatel63$adlion in
capital expenditures, primarily to support thiswgtto. Also during this thregear period, the Company has reduce
longterm debt by approximately $464 million and hasesded approximately $239 million for repurchasests
common stock.

The Companys inventory balance represented approximately 486 total assets as of January 28, 2005.
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 2004, changes in inventory balances reptesl a $219
million use of cash, as explained in more detaiblwe while in 2002, changes in inventory balancegresented ¢
$8.0 million source of cash. Inventory turns irased from 3.8 times in 2002 to 4.0 times in bot®3and 2004.

As described in Note 8 to the Consolidated Findr&tatements, the Company is involved in a numibésgal
actions and claims, some of which could potentiedlyult in material cash payments. Adverse dewvedoys in thos
actions could materially and adversely affect tr@m@any’s liquidity. The Company also has certaocome tax-
related contingencies as more fully described belader “Critical Accounting Policies and Estimatelsstimates ¢
these contingent liabilities are included in then@anys Consolidated Financial Statements. However, éutegativ
developments could have a material adverse effeth® Company liquidity. See Notes 5 and 8 to the Consolid
Financial Statements.

On November 30, 2004, the Board of Directors autledrthe Company to repurchase up to 10 milliorres
of its outstanding common stock in the open maoken privately negotiated transactions from tirodime subject t
market conditions. The objective of the share refpase program is to enhance shareholder valuerohasing shar
at a price that produces a return on investmerttishgreater than the Company's cost of capitati#ahally, shar
repurchases will be undertaken only if such purebagsult in an accretive impact on the Compamylg iluted
earnings per share calculation. This authorizagixpires November 30,
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2005. During 2004, the Company purchased approgimn&t5 million shares pursuant to this authoraatat :
total cost of $10.9 million.

On March 13, 2003, the Board of Directors authatittee Company to repurchase up to 12 million shafés
outstanding common stock, with provisions and dbjes similar to the November 30, 2004 authorizatiiscusse
above. This authorization expired March 13, 200&riiy 2003, the Company purchased approximatelyniilkon
shares at a total cost of $29.7 million. During £20the Company purchased approximately 10.5 milibares at
total cost of $198.4 million. As of January 28, 30@Gpproximately 12.0 million shares had been paseb
substantially completing this share repurchaseaaiziftion. Share repurchases in 2004 increasetedilearnings p
share by approximately $0.02.

The following table summarizes the Compangignificant contractual obligations as of Januz8y 2005 (i
thousands):

Payments Due by Period

Contractual obligations Total <1lyr 1-3yrs 3-5yrs >5yrs

Long-term debt (a) $ 200,00( $ - $ - $ - $ 200,00(
Capital lease obligations 28,17¢ 12,021 9,50z 3,18¢ 3,467
Financing obligations 91,55¢ 1,88¢ 4,62¢ 4,94¢ 80,09¢
Inventory purchase obligations 98,767 98,767 - - -
Interest (b) 193,822 26,59z 50,66( 48,72 67,85(
Operating leases 1,165,04¢ 251,46 369,63¢ 220,86¢ 323,07¢
Total contractual cash obligations $ 1,777,36° $ 390,72¢ $ 434,42¢ $ 277,72 $ 674,49

(@) As discussed below, represents unsecured whiese holders have a redemption option in 2005 wtould result in
the accelerated payment of all or a portion ofghadigations.
(b) Represents obligations for interest paymentong-term debt, capital lease and financing alians.

The Company has a $250 million revolving creditilfigc(the “Credit Facility”), which expires in June 20(
As of January 28, 2005, the Company had no outstgrisbrrowings and $8.7 million of standby lettefscredi
outstanding under the Credit Facility. The staniditters of credit reduce the borrowing capacityhaf Credit Facility
The Credit Facility contains certain financial coaats, all of which the Company was in compliandi &t Januar
28, 2005. See Note 6 to the Consolidated Finate&tements for further discussion of the Creditlfac

The Company has $200 million (principal amount)81%%/8% unsecured notes due June 15, 2010.
indebtedness was incurred to assist in funding@tbrapany’s growth. Interest on the notes is payabéiei-annually ol
June 15 and December 15 of each year. The notkerdsomay elect to have these notes repaid on Jun2005, ¢
100% of the principal amount plus accrued and uhpderest. Although the holders of these notesthe ability t
require the Company to repurchase the notes in J0d&, the Company has classified this debt as-feng due to it
intent and ability, in the event it were requiredépurchase any portion of the notes, to refindhiseindebtedness
a longterm basis, including through borrowings under@medit Facility. The Company may seek, from timdinoe,
to retire the notes through cash purchases onpghe market, in privately negotiated transactionstberwise. Suc
repurchases, if any, will depend on prevailing reargonditions, the Comparsyliquidity requirements, contract
restrictions and other factors. The amounts inwbivay be material.
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Significant terms of the Company’s outstanding dedligations could have an effect on the Compamapility
to incur additional debt financing. The Credit fiic contains financial covenants, which includmits on certai
debt to cash flow ratios, a fixed charge coveragt, tand minimum allowable consolidated net worilne Credi
Facility also places certain specified limitatioms secured and unsecured debt. The Compamytstanding not
discussed above place certain specified limitationssecured debt and place certain limitationshen Gompanys
ability to execute salkeaseback transactions. The Company has geneigtaticant cash flows from its operatic
during recent years. The Company had peak borr@mimgler the Credit Facility of $73.1 million duria@04, all o
which were repaid prior to January 28, 2005, ardl t@borrowings outstanding under the Credit Rgcét any tim
during 2003. Therefore, the Company does not belibat any existing limitations on its ability tocur additione
indebtedness will have a material impact on itsitidy. Notes 6 and 8 to the Consolidated Finan8tdtemen
contain additional disclosures related to the Camgjsadebt and financing obligations.

At January 28, 2005 and January 30, 2004, the Compad commercial letter of credit facilities tatg
$215.0 million and $218.0 million, respectively, ahich $98.8 million and $111.7 million, respectiyewere
outstanding for the funding of imported merchangisechases.

The Company believes that its existing cash andt$bon investments balances (totaling $275.8 millkd
January 28, 2005), cash flows from operations (¥38@llion generated in 2004), the Credit Facili$241.3 millior
available at January 28, 2005) and its anticipategoing access to the capital markets, if necessultly provide
sufficient financing to meet the Company’s curngmtireseeable liquidity and capital resource needs.

Cash flows provided by operating activitiesCash flows from operating activities for 2004mared to 20C
declined by $124.0 million. The most significantqmonent of the change in cash flows from operagictivities wa
an increase in inventory levels in 2004. Total rhardlise inventories at the end of 2004 were $1il88rbcompare:
to $1.16 billion at the end of 2003, a 19 percantease, or a 9 percent increase on a per stage béh the remaind:
primarily attributable to growth in the number odres. The largest portion of the increase in itwees resulted frol
the Company’s focus on improving steck levels of core merchandise at the stores. Méatives, including th
expansion of the perishable food program and tligiad of certain core apparel items, magazinestaisganic fooi
items also contributed to the inventory increabeaddition, due to an early Easter in 2005, then@any receive
more seasonal merchandise for Spring 2005 befarestid of fiscal 2004. In 2005, the Company planftas ol
lowering its per store inventory levels. Cash flaw2004 increased by $45.3 million over 2003 eatio changes
income taxes payable, primarily due to a large paynof federal income taxes for 2002 that was mad@®903. Cas
flows in the 2004 period were positively impactgdadn increase in net income of $45.2 million driv@®nimprovet
operating results (as more fully discussed aboweutResults of Operations”).

Cash flows from operations increased by $91.4 omilfor 2003 compared to 2002. In 2002, the Compaig
$162.0 million in settlement of the class actiowdait relating to the 2001 Restatement, as discussélote 8 to th
Consolidated Financial Statements, which did notren 2003. Partially offsetting this cash outflevere 2002 ta
benefits totaling
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approximately $139.3 million, of which approximat@121.0 million either directly or indirectly re&d to th
Companys 2001 Restatement and subsequent litigation settle The timing of these tax benefits was a $icamit
component of the reduction of cash flows from defér($62.6 million) and current ($77.9 million) oroe taxes i
2003 compared to 2002. An increase in accruedlitiaki resulted in a $45.3 million increase in 20€8sh flow
compared to 2002 due in part to the accrued SE@Ilfyeand increased 2003 bonuses described abouease
deferred compensation liabilities and increasesdnain tax reserves. Contributing to the increiaseash flow
provided by operating activities in 2003 was anréase in net income of $36.7 million driven by ih@rovec
operating results discussed above (see “Resulpefations”).

Cash flows used in investing activitieSignificant components of the Compasypurchases of property ¢
equipment in 2004 included the following approxim@amounts: $101 million for distribution and traogption-
related capital expenditures; $82 million for nearas; $26 million for certain fixtures in existirsgores; $26 millio
for various systemeelated capital projects; and $23 million for caslén existing stores, which allow the store
carry refrigerated products. During 2004, the Comypapened 722 new stores and relocated or remo@@lesdore:
Distribution and transportation expenditures in2@tcluded costs associated with the constructfaine Companys
new DC in South Carolina as well as costs assatiaith the expansion of the Ardmore, Oklahoma aodtls Bostor
Virginia DCs.

Net sales of short-term investments in 2004 of &2&illion primarily reflect the Company’ investmer
activities in tax-exempt auction market securities.

The Companys purchases of property and equipment in 2003 deduhe following approximate amoul
$63 million for new, relocated and remodeled sto#@2 million for systemselated capital projects; and $25 mill
for distribution and transportatioielated capital expenditures. During 2003, the Camypopened 673 new stores
relocated or remodeled 76 stores. Systems-relatgelgbs in 2003 included approximately $6 milliar point-ofsale
and satellite technology and $3 million related debit/credit/EBT technology. Distribution and trposgtatior
expenditures in 2003 included approximately $19iomilat the Ardmore, Oklahoma and South Bostongiviia DC:
primarily related to the ongoing expansion of thfzszlities.

Net purchases of short-term investments in 200863f2 million primarily reflect the Compars/investmer
activities in tax-exempt auction market securities.

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. SedeN\® to th
Company’s Consolidated Financial Statements.

The Companys purchases of property and equipment in 2002 decuthe following approximate amoul
$51 million for new, relocated and remodeled sto#8® million for systemselated capital projects; and $21 mill
for distribution and transportatialated capital expenditures. The Company open@dn@é@ stores and relocatec
remodeled 73 stores in 2002. Systawlated capital projects in 2002 included approxetya$15 million for satellit
technology and $3 million for point-of-sale casbisters. Expenditures for distribution
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and transportation consisted in part of $8 millfonthe purchase of new trailers and $5 millioratetl to th
installation of a dual sortation system in the &ujtMissouri DC.

Capital expenditures during 2005 are projectede@mpproximately $350 million. The Company antitégs
funding its 2005 capital requirements with cashvdrom operations and the Credit Facility, if nexay. Significar
components of the 2005 capital plan include thepetion of construction of the new DC in South Ga@ and th
expected commencement of construction of the Cogiparinth DC at an aget undetermined location; leasel
improvements and fixtures and equipment for 730 snes, which includes 30 new Dollar General Maskeres; th
continued rollout of the Compars/’EZstore project; and additional investments chielogy and systems. T
Company plans to undertake these expendituresdardo improve its infrastructure and provide supgor its
anticipated growth.

Cash flows used in financing activitiesDuring 2004, the Company repurchased approxigndte.0 million
shares of its common stock at a total cost of $08illion and paid cash dividends of $52.7 milliar, $0.16 pe
share, on its outstanding common stock. The Compaity cash dividends of $46.9 million, or $0.14 gkare, on i
outstanding common stock during 2003. The Compapunchased approximately 1.5 million shares otasimor
stock during 2003 at a total cost of $29.7 millidine Company expended $15.9 million during 2003eiduce it
outstanding capital lease and financing obligatioifsese uses of cash were partially offset by prdsefrom th
exercise of stock options during 2004 and 20033#.3 million and $49.5 million, respectively. Theeuof cash i
2002 primarily reflects the net repayment of $39nillion in outstanding debt and the payment of $4@iillion of
cash dividends. The net repayment of debt in 2082 undertaken to strengthen the Compaifipancial position ar
was accomplished by utilizing cash flow from opirnas and existing cash balances.

Critical Accounting Policies and Estimates

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

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

Management has discussed the development andiselettits critical accounting estimates with theidi
Committee of the Comparg/’Board of Directors and the Audit Committee hasewged the disclosures preser
below relating to them.

In addition to the estimates presented below, theeeother items within the Compansyfinancial statemer
that require estimation, but are not deemed clitisadefined above. The Company believes thesen&sts ar
reasonable and appropriate. However, if actual mapee differs from the assumptions and other c@rstions use
the resulting changes could have a material effieche financial statements taken as a whole.
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Merchandise InventoriesMerchandise inventories are stated at the lowercadt or market with co
determined using the retail last-in, first-out (AQ”) method. Under the Company’s retail inventorgthod (“RIM”),
the calculation of gross profit and the resultiraguation of inventories at cost are computed bylyapg a calculate
cost-toretail inventory ratio to the retail value of saléeBhe RIM is an averaging method that has beerlwidsed ii
the retail industry due to its practicality. Alsbis recognized that the use of the RIM will riés valuing inventorie
at the lower of cost or market if markdowns araenitly taken as a reduction of the retail valueggéntories.

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

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

« applying the RIM to transactions over a periodimit that include different rates of gross profilcis as
those relating to seasonal merchandise;

 inaccurate estimates of inventory shrinkage betweemate of the last physical inventory at a storé the
financial statement date; and

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

To reduce the potential of such distortions in taduation of inventory, the Comparsy’RIM calculatiol
through the end of 2004 utilized 10 departmentshich fairly homogenous classes of merchandisentores havin
similar gross margins were grouped. In 2005, deoto further refine its RIM calculation, the Coamy expanded tl
number of departments it utilizes for its gross girarcalculation from 10 to 23. The impact of thisange on tr
Companys future consolidated financial statements is notently expected to be material to a given fispadr
although a given quarter could be impacted baseti@mix of sales in the quarter. Other factors thduce potenti
distortion include the use of historical experiemteestimating the shrink provision (see discusdieiow) and th
utilization of an independent statistician to assisthe LIFO sampling process and index formulatidlso, on a
ongoing basis, the Company reviews and evaluatess#fability of its inventory and records LCM resss, if
necessary.

The Company calculates its shrink provision basedaiual physical inventory results during thediggerioc
and an accrual for estimated shrink occurring syiset to a physical inventory through the end effthcal reportin
period. This accrual is calculated as a percenthgales and is determined by dividing the boolptgsical inventor
adjustments recorded during the previous twelve theoy the related sales for the same period foh esdore
Beginning in 2003, in an effort to improve thisiegtte, the Company began applying
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store-specific shrink rates to store-specific sgeserated subsequent to a given ssopélysical inventory. |
2002, the Company applied a weightadrage shrink rate to all Company sales geneibdequent to physit
inventories. To the extent that subsequent physmsadntories yield different results than this estted accrual, t
Companys effective shrink rate for a given reporting pdrwill include the impact of adjusting the estinthtesult:
to the actual results. Although the Company perfophysical inventories in all of its stores annydihe same stor
do not necessarily get counted in the same regope@niods from year to year, which could impact pamability in ¢
given reporting period.

During 2003, the Company implemented an ilenel perpetual inventory system for financial repm
purposes. The new system provided better informaiggarding the type of inventory that the Compamyed an
improved the Compang’ability to estimate its shrink provision as dis®ed above. The utilization of this impro
information in the Company’s RIM calculation regdtin a norrecurring inventory adjustment of approximately8
million, which favorably impacted gross profit imet third quarter of 2003.

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

Self-Insurance Liability. The Company retains a significant portion of tis& for its workers’compensatiol
employee health insurance, general liability, 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 sinmates of incurred but not reported claims dgwedbby a
independent actuary utilizing historical claim enlf future claim trends deviate from recentdrisial patterns, tr
Company may be required to record additional exgersm expense reductions, which could be mateoiaht¢
Company’s future financial results.

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

Contingent Liabilities - Legal Matter§.he Company is subject to legal, regulatory aneiogroceedings ai

claims. Reserves, if any, are established for thkzsms and proceedings based upon the probahitidyestimability ¢
losses and to fairly present, in conjunction with
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the disclosures of these matters in the Compamya€ial statements and SEC filings, managemseanéw o
the Companys exposure. The Company reviews outstanding clamasproceedings with external counsel to a:
probability and estimates of loss. These assedsnaga reevaluated each quarter or as new information bes
available to determine whether a reserve shouleskablished or if any existing reserve should Qeséeld. The actu
cost of resolving a claim or proceeding ultimatehay be substantially different than the amounthe tecorde
reserve. In addition, because it is not permissibider GAAP to establish a litigation reserve Iuhe loss is bot
probable and estimable, in some cases there miangbiicient time to establish a reserve priortie aictual incurren
of the loss (upon verdict and judgment at triat,dgample, or in the case of a quickly negotiatttieament). See Nc
8 to the Consolidated Financial Statements.

Effects of Inflation

The Company believes that inflation and/or deflatiead a minimal impact on its overall operationsirgy
2004, 2003 and 2002.

Accounting Pronouncements

In December 2004, the Financial Accounting StarslaBdard (“FASB”) issued Statement of Financ
Accounting Standards (“SFAS”) No. 123R, “Share-Bagayment,”which will require all companies to meas
compensation cost for all shdbased payments (including employee stock option&iavalue. This new stande
will be effective for public companig®r interim or annual periods beginning after Juise 2005. Companies ¢
adopt the new standard in one of two ways: (i) nnedified prospective application, in which a compamoulo
recognize sharbased employee compensation cost from the beginsfitige fiscal period in which the recognit
provisions are first applied as if the fair-valo@sed accounting method had been used to accauatl femploye
awards granted, modified, or settled after thectife date and to any awards that were not fullpte® as of tr
effective date; or (i) the modified retrospectiapplication, in which a company would recognize ke
compensation cost for periods presented prior éoatioption of SFAS No. 123R in accordance with dhginal
provisions of SFAS No. 123 “Accounting for Stockdea Compensation,pursuant to which an entity wot
recognize employee compensation cost in the amaeptated in the pro forma disclosun@®vided in accordan
with SFAS No. 123. The Company expects to adopt SM™p. 123R during the third quarter of 2005 usihe
modified prospective application, and expects turinincremental SG&A expense associated with theptoh o
approximately $4 million to $8 million in 2005. Siete 1 to the Consolidated Financial Statementslifclosure ¢
the pro forma effects of stock option grants agmeined using the methodology prescribed under SNASL23.

Forward Looking Statements / Risk Factors

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

LT3 ” o

The Companyg business is moderately seasonal with the higbsss occurring during the fourth quart
Adverse events during the fourth quarter couldrdafare, affect the Compa’s financial statements as a wholeThe
Company realizes a significant portion of its redes and net income during the holiday selling@easn anticipatio
of the holidays, the Company purchases substaatimbunts of seasonal inventory and hires many teany
employees. If for any reason the Companyét sales during the holiday selling season wefall below season
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 aded
affected by unanticipated markdowns.

Adverse weather conditions or other disruptionpeerlly during the peak holiday season but alsotlagl
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 tli@mpanys growth opportunities and reduce its profitabi
The Company competes in the discount retail mewtisa business, which is highly competitive. Téwsnpetitive
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 Compatiyec
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, Wadst and Kmar
The discount retail merchandise business is sulbjeexcess capacity and some of the Commangmpetitors a
much larger and have substantially greater reseuhan the Company. The competition for custorhassintensifie
in recent years as larger competitors, such asMéal; have moved into the Compasyjeographic markets. T
Company remains vulnerable to the marketing powelr lagh level of consumer recognition of these magtiona
discount chains, and to the risk that these chairdhers could venture into the “dollar stonedustry in a significat
way. Generally, the Company expects an increaseripetition.
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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, busic@sditions
fuel and energy costs, interest rates, and tas,ratuld also adversely affect the Companyusiness by reduci
consumer spending or causing consumers to shiftdhending 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 other milii
engagements, or a significant act of terrorism d. Joil or elsewhere, could have an adverse ingrathe Compar
by, among other things, disrupting its informationdistribution systems, causing dramatic increasefsiel price:
thereby increasing the costs of doing businessnpeding the flow of imports or domestic productglte 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 itsahet sales or pro
margins would be reduced. The Company may alse dhificulty in obtaining needed inventory from xendor:
because of interruptions in production or for othemsons, which would adversely affect the Compatyisines:
Also, prolonged or repeated price increases dafaceraw materials could affect our vendopsbduct costs, an
ultimately, the Company’s profitability.

The efficient operation of the Company’s businessi@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 Comsasystem
were licensed to the Company by independent sodétwawelopers. 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 or with maintenan@sequate support of existing systems could disapt o
reduce the efficiency of the Company’s operations.

The Company is subject to interest rate riskhe Company is subject to market risk from exgpego change
in interest rates based on its financing, investing cash management activities. The Company til&edts Credi
Facility to fund working capital requirements, wihiis comprised of variable rate debt. Séguéantitative an
Qualitative Disclosures About Market Risk.”
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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€&sf vendors
and from the DCs to its stores by various meangavfsportation, including shipments by air, sea #adk on th
roads and highways of the United States. Labonmtapes in the trucking industry could negativelypan
transportation costs. In addition, lotegm disruptions to the national and internatiamahsportation infrastructu
that lead to delays or interruptions of service ldadversely affect the Compasybusiness. Moreover, to facilit
its expected growth, the Company will need adddld»Cs in the coming years. If the Company werablmto locat
sites for the new DCs or were unable to achievectfanality of the new DCs in the time frame expéctéhe
Company’s ability to achieve the expected growthldde inhibited.

Construction and expansion projects relating toGbenpanys DCs entail risks which could cause delays
cost overruns, such as: shortages of materialstagjes of skilled labor or work stoppages; unfoeaseonstructio
scheduling, engineering, environmental or geoldgcablems; weather interference; fires or othesuedty losses; al
unanticipated cost increases. The completion datelsanticipated costs of these projects couldedgignificantly
from initial expectations for constructioetated or other reasons. The Company cannot giggrghat 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 Comsasghior 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 Ca@my's ability to effectively penetrate new markedas.

If the Company cannot open new stores on schetsiigrowth 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 exparid additional states will depenc
part on the following factors: the availability aftractive store locations; the ability to neg@i&ivorable lease tern
the ability to hire and train new personnel, esalcistore managers; the ability to identify cuseyndemand i
different geographic areas; general economic cimmdit and the availability of sufficient funds fexpansion. Many «
these factors are beyond the Company’s control.

The inability to execute operating initiatives abuinpact the Company’s operating resulifie Company
undertaking a significant number of operating atities in 2005 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 operatingiites

The Companyg cost of doing business could increase as a resulthanges in federal, state or lo
regulations. Unanticipated changes in the federal or statarmim wage or living wage requirements or chang
other wage or workplace regulations could adversslgact the Companyg’ ability to meet financial targets.
addition, changes in these requirements or in #dstate or local regulations governing the sdléhe Companys
products, particularly
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“over-the-counter” medications or health produgteuld increase the Compaycost of doing business a
with respect to regulations governing the salerotipcts, could adversely and materially impact@oenpanys sale
results.

Rising insurance costs and loss experience coulghtheely impact profitability. The costs of insuran
(workers’ compensation insurance, general liabiligurance, health insurance, property insurandedaectors’anc
officers’ liability insurance) and loss experience have rigserecent years. If such increases continue, toeyd hav
a negative impact on the Company’s profitability.

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, 200lictviwvas filed on January 14, 2002 (the “2001 Restant”).

The SEC has been conducting an investigation heacircumstances giving rise to the 2001 Restatearedt
on January 8, 2004, the Company received notidehkaSEC staff was considering recommending tiaSEC brin
a civil injunctive action against the Company fdeged violations of the federal securities lawsconnection wit
circumstances relating to the 2001 Restatemene dmpany subsequently reached an agreement icigberwith
the SEC staff to settle the matter. Under the $eoimthe agreement in principle, the Company woelhsent, 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 caartvhich the SEG complaint is filed. The Company accrued
million with respect to the penalty in its finanicgtatements for the year ended January 30, 20@# thds accru:
remains outstanding as of January 28, 2005. Thep@oyncan give no assurances that the court wilfeapthis
agreement. If the agreement is not approved, tiragany could be subject to different or additiopahalties, boi
monetary and non-monetary, which could adversefgcafthe Companyg financial statements as a whole.
publicity surrounding the SEC investigation andleetent also could affect the Compasyeputation and have
adverse impact on its financial statements as dewho

Readers are cautioned not to place undue reliancefarward{ooking statements made herein, since
statements speak only as of the date of this redexcept as may be required by law, the Compamenakes 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 unanticipatecptis. Readers a
advised, however, to consult any further disclosule Company may make on related subjects irotardents file
with or furnished to the SEC or in its other puldisclosures.
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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 mirsuapproval by the Board of Directors. All fm@al instrumer
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 derivativese primary intere
rate exposure on variable rate obligations is baseithe London Interbank Offered Rate (“LIBOR”).

At January 28, 2005 and January 30, 2004, theviauwe of the Compang’ debt, excluding capital le¢
obligations, was approximately $278.7 million an26%.4 million, respectively (net of the fair valwé a not:
receivable on the South Boston, Virginia DC of apgmately $50.0 million and $48.9 million, respeetly, as furthe
discussed in Note 8 to the Consolidated FinandiaieSents), based upon the estimated market véltree alebt ¢
those dates. Such fair value exceeded the carmahges of the debt at January 28, 2005 and Jar@@rg004 b
approximately $35.5 million and $21.7 million, resfively.

At February 1, 2002, the Company was party to serést rate swap agreement with a notional amaouit @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. Gbhenterparty t
the Companys interest rate swap agreement was a major finamsatution. The interest rate swap agreer
expired on September 1, 2002. As of January 28 ,20@ Company was not party to any interest ratevatives.

In 2002, as required by SFAS No. 133, the Compacprded the fair value of the interest rate swathe
balance sheet, with the offsetting, effective mortof the change in fair value recorded in Othengrehensive loss.
separate component of Shareholdeguity in the Consolidated Financial StatementsnoAnts recorded in OtF
comprehensive loss were reclassified into earniagsan adjustment to interest expense, in the sgmmed during
which the hedged synthetic lease agreements affeetaings.
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Based upon the Compayvariable rate borrowing levels, a 1% adverse gdan interest rates would h¢
resulted in a préax reduction of earnings and cash flows of less th0.1 million and approximately $1.7 millior
2004 and 2002, respectively, including the effesftanterest rate swaps in 2002. In 2003, the Compaad n
outstanding variable rate borrowings. Based upenGompanys outstanding indebtedness at January 28, 20C
January 30, 2004, a 1% reduction in interest natadd have resulted in an increase in the fair @afithe Companyg’
fixed rate debt of approximately $10.5 million &th.8 million, respectively.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidated balasheets of Dollar General Corporation
subsidiaries as of January 28, 2005 and January2@04, and the related consolidated statementsnadme
shareholders' equity, and cash flows for each eftliinee years in the period ended January 28, Zlt¥se financi:
statements are the responsibility of the Compamgeagement. Our responsibility is to express aniopion thes
financial statements based on our audits.

We conducted our audits in accordance with thedstas of the Public Company Accounting Overs
Board (United States). Those standards requirentbgilan and perform the audit to obtain reasonasdeirance abc
whether the financial statements are free of matenisstatement. An audit includes examining, otest basis
evidence supporting the amounts and disclosurdkenfinancial statements. An audit also includesessing th
accounting principles used and significant estisiatade by management, as well as evaluating thalbfieancia
statement presentation. We believe that our apditgde a reasonable basis for our opinion.

In our opinion, the financial statements referred above present fairly, in all material respectss
consolidated financial position of Dollar Generalr@oration and subsidiaries as of January 28, 20@bJanuary 3
2004, and the consolidated results of their opamatiand their cash flows for each of the three sy@arthe perio
ended January 28, 2005, in conformity with U.S.agally accepted accounting principles.

As discussed in Note 2 to the consolidated findrst&ements, the accompanying consolidated balsimee
as of January 30, 2004 and consolidated staternéiisome, shareholders' equity, and cash flowgHeryears end:
January 30, 2004 and January 31, 2003 have betateck$o correct the accounting for leases.

We also have audited, in accordance with the stadsda the Public Company Accounting Oversight
(United States), the effectiveness of Dollar Gen&arporation and subsidiariegternal control over financi
reporting as of January 28, 2005, based on crigstablished in Internal Controlntegrated Framework issued by
Committee of Sponsoring Organizations of the Tremd®@ommission and our report dated April 5, 200pregsed
unqualified opinion on management's assessmena@radlverse opinion on the effectiveness of intecoatrol ove
financial reporting.

/sl Ernst & Young LLP
Nashville, Tennesse
April 5, 2005
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CONSOLIDATED BALANCE SHEETS

(Dollars in thousands except per share amounts)

January 28, January 30,
2005 2004
(Restated)
ASSETS
Current assets:
Cash and cash equivalents $ 232,830 $ 345,899
Short-term investments 42,925 68,726
Merchandise inventories 1,376,537 1,157,141
Deferred income taxes 24,908 30,413
Prepaid expenses and other current assets 53,702 50,036
Total current assets 1,730,902 1,652,215
Net property and equipment 1,080,838 957,632
Other assets, net 29,264 11,270
Total assets $ 2,841,004 $ 2,621,117
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term obligations $ 12,860 $ 16,670
Accounts payable 409,327 383,791
Accrued expenses and other 333,889 303,156
Income taxes payable 69,616 45,725
Total current liabilities 825,692 749,342
Long-term obligations 258,462 265,337
Deferred income taxes 72,385 52,139
Commitments and contingencies
Shareholders’ equity:
Series B junior participating preferred stock, etiat
value $0.50 per share; Shares authorized:
10,000,000; Issued: None - -
Common stock, par value $0.50 per share;
Shares authorized: 500,000,000; Issued:
2004-328,172,000; 2003-336,190,000 164,086 168,095
Additional paid-in capital 421,600 376,930
Retained earnings 1,102,457 1,014,788
Accumulated other comprehensive loss (973) (1,161
1,687,17C 1,558,652
Other shareholders’ equity (2,705 (4,353
Total shareholders’ equity 1,684,465 1,554,299
Total liabilities and shareholders’ equity $ 2,841,004 $ 2,621,117

The accompanying notes are an integral part ofcivesolidated financial statements.
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CONSOLIDATED STATEMENTS OF INCOME

(Dollars in thousands except per share amounts)

For the years ended

January 28, January 30, January 31,
2005 2004 2003
(Restated) (Restated)
Net sales $ 7,660,927 $ 6,871,992 $ 6,100,404
Cost of goods sold 5,397,735 4,853,863 4,376,138
Gross profit 2,263,192 2,018,129 1,724,266
Selling, general and administrative 1,706,216 1,500,103 1,300,831
Penalty expense and litigation settlement proceeds - 10,000 (29,541
Operating profit 556,976 508,026 452,976
Interest income (6,575, (4,103 (4,305)
Interest expense 28,794 35,606 46,944
Income before income taxes 534,757 476,523 410,337
Income taxes 190,567 177,521 147,986
Net income $ 344,190 $ 299,002 $ 262,351
Earnings per share:
Basic $ 1.04 $ 0.89 $ 0.79
Diluted $ 1.04 $ 0.89 $ 0.78
Weighted average shares:
Basic 329,376 334,697 333,055
Diluted 332,068 337,636 335,050

The accompanying notes are an integral part ofcivesolidated financial statements.




CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(Dollars in thousands except per share amounts)

Accumulated Othe

Other

Common Additional Paid- Retained  Comprehensive Shareholders’
Stock in Capital Earnings Equity Total

Balances, February 1, 2002

(as previously reported) $ 166,35¢ $ 301,84¢ $ 579,26t $ (3,22¢ $ (2,526 $ 1,041,71¢
Cumulative effect of restatement

on prior years (See Note 2) - - (18,028 - - (18,028
Balances, February 1, 2002 (restated) $ 166,35¢ $ 301,84¢ $ 561,237 $ (3,22¢ $ (2,526 $ 1,023,69(
Comprehensive income:

Net income - - 262,351 - - 262,351

Net change in fair value of derivatives - - - 277 - 277

Reclassification of net loss on derivatives - - - 1,602 1,602
Comprehensive income 264,230
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 stock option exercises - 2,372 - - - 2,372
Purchase of common stock by employee

deferred compensation trust, net

(27,000 shares) - (98) - - (347) (445)
Amortization of unearned compensation on

restricted stock and restricted stock units - - - - 131 131
Contribution of capital - 6,031 - - - 6,031
Other equity transactions (44) (1,550 - - - (1,594,

$

Balances, January 31, 2003 (restated) 166,670 $ 313,26¢$ 791,597 $ (1,34¢ $ (2,742 $ 1,267,44%
Comprehensive income:

Net income - - 299,002 - - 299,002

Reclassification of net loss on derivatives - - - 188 - 188
Comprehensive income 299,190
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 - - - 49,485
Tax benefit from stock option exercises - 14,565 - - - 14,565
Repurchases of common stock

(1,519,000 shares) (759) - (28,928 - - (29,687
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 unearned compensation on

restricted stock - - - - 354 354
Other equity transactions - (16) - - - (16)
Balances, January 30, 2004 (restated) $ 168,09t $ 376,93( $1,014,78¢ $ (1,161 $ (4,353 $ 1,554,29¢
Comprehensive income:

Net income - - 344,190 - - 344,190

Reclassification of net loss on derivatives - - - 188 - 188
Comprehensive income 344,378
Cash dividends, $0.16 per common share - (52,682, - - (52,682
Issuance of common stock under stock

incentive plans (2,875,000 shares) 1,437 32,691 - - - 34,128
Tax benefit from stock option exercises - 9,657 - - - 9,657
Repurchases of common stock

(11,020,000 shares) (5,510) - (203,785 - - (209,295
Purchase of common stock by employee

deferred compensation trust, net

(25,000 shares) - (92) - - (377) (469)
Issuance of restricted stock and restricted stock

units (128,000 shares) 64 2,398 - - (2,462) -
Amortization of unearned compensation on

restricted stock and restricted stock units - - - - 1,779 1,779
Deferred compensation obligation - - - - 2,708 2,708
Other equity transactions - 16 (54) - - (38)




Balances, January 28, 2005 $ 164,08¢ $ 421,60( $1,102,457 $ 97 $ (2,705 $ 1,684,46¢
The accompanying notes are an integral part ofctiesolidated financial statements.

42




CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

For the years ended

January 28, January 30, January 31,
2005 2004 2003
(Restated) (Restatec

Cash flows from operating activities:
Net income $ 344,190 $ 299,002 $ 262,351

Adjustments to reconcile net income to net caskigea
by operating activities:

Depreciation and amortization 164,478 154,457 138,590
Deferred income taxes 25,751 18,611 81,173
Tax benefit from stock option exercises 9,657 14,565 2,372
Litigation settlement - - (162,000
Change in operating assets and liabilities:
Merchandise inventories (219,396 (34,110 7,992
Prepaid expenses and other current assets (3,666 (16,304 1,239
Accounts payable 22,258 33,265 18,420
Accrued expenses and other 35,048 60,523 15,269
Income taxes 23,793 (21,464 56,458
Other (12,377 5,166 430
Net cash provided by operating activities 389,736 513,711 422,294
Cash flows from investing activities:
Purchases of property and equipment (292,172 (140,139 (133,895
Purchases of short-term investments (221,700 (201,950 (2,500,
Sales of short-term investments 247,501 134,725 2,500
Purchase of promissory notes - (49,582 -
Proceeds from sale of property and equipment 3,324 269 481
Net cash used in investing activities (263,047 (256,677 (133,414
Cash flows from financing activities:
Borrowings under revolving credit facility 195,000 - -
Repayments of borrowings under revolving creditlitsc (195,000 - -
Repayments of long-term obligations (12,539 (15,907 (397,094
Payment of cash dividends (52,682 (46,883 (42,638
Proceeds from exercise of stock options 34,128 49,485 5,021
Repurchases of common stock (209,295 (29,687 -
Other financing activities 630 73 (5,702
Net cash used in financing activities (239,758 (42,919 (440,413
Net increase (decrease) in cash and cash equivalent (113,069 214,115 (151,533
Cash and cash equivalents, beginning of year 345,899 131,784 283,317
Cash and cash equivalents, end of year $ 232,830 $ 345,899 $ 131,784

Supplemental cash flow information:
Cash paid during year for:

Interest $ 26,748 $ 31,256 $ 41,015

Income taxes $ 133,100 $ 165,248 $ 1,834
Supplemental schedule of noncash investing andding

activities:
Purchases of property and equipment awaiting psings

for payment, included in Accounts payable $ 12,921 $ 9,643 $ 420
Purchases of property and equipment under cap#akl

obligations $ 1,844 $ 996 $ 8,453

The accompanying notes are an integral part ofcivesolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Basis of presentation and accounting policies
Basis of presentation

These notes contain references to the years 2008, 2003 and 2002, which represent fiscal yeatngrol
ended February 3, 2006, January 28, 2005, Jan@ar30®4 and January 31, 2003, respectively. Figeal 2005 wil
be a 53-week accounting period while 2004, 20032002 were 52-week accounting periods. The Conigdigca
year ends on the Friday closest to January 31.cbineolidated financial statements include all slibsies of th
Company, except for its not-farofit subsidiary the assets and revenues of whrehnot material. Intercompe
transactions have been eliminated.

The Company leases four of its distribution cen{@BCs”) from lessors, which meets the definition ¢
Variable Interest Entity (“VIE”) as described by BR Interpretation No. 46,Consolidation of Variable Intere
Entities” (“FIN 46”), as revised. Two of these DCs have been recordédaaxing obligations whereby the prope
and equipment, along with the related lease olitigaf are reflected in the consolidated balancetshelhe other tw
DCs, excluding the equipment, have been recordeppasating leases in accordance with SFAS No. A8¢cdunting
for Leases.” The Company is not the primary beneficiary of th®8Es and, accordingly, has not included tf
entities in its consolidated financial statements.

Business description

The Company sells general merchandise on a retsis through 7,320 stores (as of January 28, 200&)ec
in the southern, eastern and midwestern Unitece§taThe Company has DCs in Scottsville, Kentudkgimore
Oklahoma; South Boston, Virginia; Indianola, Misgpi; Fulton, Missouri; Alachua, Florida; and Zawdle, Ohio
The Company also has a DC under constructionJaasville, South Carolina.

The Company purchases its merchandise from a waleety of suppliers. Approximately 10% of
Companys purchases in 2004 were made from Procter and Baro other supplier accounted for more than 3
the Company’s purchases in 2004.

Cash and cash equivalents

Cash and cash equivalents include highly liquidestinents with insignificant interest rate risk amajinal
maturities of three months or less when purchasdtky primarily consist of money market funds, ifedtes o
deposit and commercial paper. The carrying amonintisese items are a reasonable estimate offdievalue due t
the short maturity of these investments.

Payments due from banks for third-party credit calebit card and electronic benefit transactiorisB{™)
classified as cash and cash equivalents totalecbxipmately $4.8 million and $1.1 million at Janu&$, 2005 an
January 30, 2004, respectively.
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The Companys cash management system provides for daily inverdtiof available balances and the fun
of outstanding checks when presented for paym@utstanding but unpresented checks totaling apprately $112.
million and $105.2 million at January 28, 2005 alashuary 30, 2004, respectively, have been inclulektcount:
payable in the consolidated balance sheets. Upsseptation for payment, these checks are fundeddh availabl
cash balances or the Company’s existing credilitiaci

Investments in debt and equity securities

The Company accounts for its investment in debtraatketable equity securities in accordance witiesher
of Financial Accounting Standards (“SFAS”) No. 1I#ccounting for Certain Investments in Debt and g
Securities” and accordingly, classifies them asdteimaturity, available-fosale, or trading. Debt securit
categorized as held-to-maturity are stated at ameoricost. Debt and equity securities categorazedvailable-fosale
are stated at fair value, with any unrealized gams losses, net of deferred income taxes, repagexdcomponent
Accumulated other comprehensive loss. Tradingréezsiare stated at fair value, with changes invfalue recorde
in income as a component of Selling, general amdirddtrative expense.

In general, the Company invests excess cash ineshtated, highly liquid investments such as money el
funds, certificates of deposit, and commercial pap@epending on the type of securities purchaskbt( versu
equity) as well as the Compasyintentions with respect to the potential saleswth securities before their ste
maturity dates, such securities have been clagdsaeheld-to-maturity or available-feale. Given the short maturit
of such investments (except for those securitiesriteed in further detail below), the carrying amtsuapproximai
the fair values of such securities.

Additionally, beginning in fiscal year 2003, the 8pany began investing in auction rate securitidgchvare
debt instruments having longdated (in some cases, many years) legal maturligiswith interest rates that i
generally reset every 28-35 days under an aucyistes1. Because auction rate securities are frelyuerpriced, the
trade in the market like short-term investments a¥ailable-forsale securities, these investments are carriedir
value, which approximates cost given that the gemduration that such securities are held by theg2amy is les
than 40 days. Despite the liquid nature of thesestments, the Company categorizes them as &rortinvestmen
instead of cash and cash equivalents due to therlyidy legal maturities of such securities. Hoee\they have be:
classified as current assets as they are generadijable to support the Compasycurrent operations. Auction r
securities of $67.2 million were reclassified fr@ash in the prior year financial statements to aonfto the currel
year presentation.

The Company’s investment in the secured promissotes issued by the thighrty entity from which tF
Company leases its DC in South Boston, Virginiadessussed in Note 8, has been classified as athetdhturity
security. The investments in mutual funds by paoréints in the Company’ supplemental retirement ¢
compensation deferral plans discussed in Note @ baen classified as trading securities. Histoioak informatio
pertaining to such trading securities is not rgaailailable to the Company since individuals hbolese investments
compensation deferral plans.
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On January 28, 2005 and January 30, 2004, heldatofity, available-forsale and trading securities consi:
of the following (in thousands):

Gross Unrealized

Estimated
January 28, 2005 Cost Gains Losses Fair Value
Held-to-maturity securities
Bank and corporate debt $ 45,42 $ - $ - $ 45,42
Other debt securities 48,17¢ 1,80¢ - 49,987
93,601 1,80¢ - 95,40¢
Available-for-sale securities
Equity securities 38,61¢ - - 38,61¢
Other debt securities 42,42¢ - - 42,42¢
81,04: - - 81,04:
Trading securities
Equity securities 11,932 - - 11,93:
Total debt and equity securities $ 186,57¢ $ 1,80¢ $ - $ 188,38¢
Gross Unrealized
Estimated
January 30, 2004 Cost Gains Losses Fair Value
Held-to-maturity securities
Bank and corporate debt $ 261,60« $ - $ - $ 261,60«
Other debt securities 49,13: - 232 48,90(
310,73¢ - 232 310,50¢
Available-for-sale securities
Equity securities 16,00( - 16,00(
Other debt securities 67,22 - 67,22
83,22¢ - 83,22¢
Trading securities
Equity securities 10,91¢ - 10,91¢
Total debt and equity securities $ 404,88( - $ $ 404,64¢

On January 28, 2005 and January 30, 2004, thesstments were included in the following accountshie

consolidated balance sheets (in thousands):

Held-to- Available-
Maturity for-Sale Trading
January 28, 2005 Securities Securities Securities
Cash and cash equivalents $ 44,927 $ 38,61¢ $ -
Short-term investments 500 42,42¢ -
Other current assets - 11,932
Current portion of long-term obligations (see
Note 8) 1,04¢ - -
Long-term obligations (see Note 8) 47,131 - -
$ 93,601 $ 81,04: $ 11,932
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Held-to- Available-

Maturity for-Sale Trading
January 30, 2004 Securities Securities Securities
Cash and cash equivalents $ 260,10 $ 16,00 $ -
Short-term investments 1,501 67,22¢ -
Other current assets - - 10,91¢
Current portion of long-term obligations (see
Note 8) 971 - -
Long-term obligations (see Note 8) 48,161 - -
$ 310,73¢ $ 83,22¢ $ 10,91¢

The contractual maturities of held-to-maturity amdilable-forsale securities as of January 28, 2005 we
follows (in thousands):

Held-to-Maturity Available-for-Sale
Securities Securities

Cost Fair Value Cost Fair Value
Less than one year $ 4542; $ 45,42 $ - $ -
One to three years - - - -
Greater than three years 48,17¢ 49,981 42,42¢ 42,42¢
Equity securities - - 38,61¢ 38,61¢
$ 93,601 $ 95,40¢ $ 81,04: $ 81,04

For the years ended January 28, 2005, January08d, 2nd January 31, 2003, gross realized gainsossd
on the sales of available-feale securities were not material. The cost olirsges sold is based upon the spe:
identification method.

Merchandise inventories

Inventories are stated at the lower of cost or mfarith cost determined using the retail last-instfout
(“LIFO”) method. The excess of current cost over LIFO cast approximately $6.3 million at January 28, 2008
$6.5 million at January 30, 2004. Current costatetmined using the retail first-in, firstit method. LIFO reserv
decreased $0.2 million in 2004, increased $0.7ignilin 2003 and decreased $8.9 million in 2002.st€alirectl
associated with warehousing and distribution apitalized 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
Furniture, fixtures and equipment 3-10
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Improvements of leased properties are amortized tneshorter of the life of the applicable leasart or th
estimated useful life of the asset.

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 assets hapon a
analysis of the sum of expected future cash floovagared to the book value, and may also considaagged value
Assets to be disposed of are adjusted to thevédire less the cost to sell if less than the baalke: The Compai
recorded impairment charges of approximately $Glbom and $0.6 million in 2004 and 2003, respeetiy and $4.
million prior to 2002 to reduce the carrying vahfethe Homerville, Georgia DC (which was closedigtal 2000 an
sold in 2004). The Company also recorded impaitncbarges of approximately $0.2 million in each2604 ani
2003 to reduce the carrying value of certain ofstisres based upon negative sales trends and loagh dt thes
locations. These charges are included in Sellirgegal and administrative (“SG&A”) expense.

Other assets

Other assets consist primarily of debt issuancesagich are amortized over the life of the relatbtigations
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 Eimgigsues Task Force (“EITF”) Issue No. 02-1&¢c€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 acccaedaitic EITF Issue No. 98-9, “Accounting for Conterg Rent."The
amount expensed but not paid as of January 28, 208%anuary 30, 2004 was approximately $8.6 miléind $8.
million, respectively, and is included in Accruexbenses and other in the consolidated balancesshi{&ste Notes
and 8).

Deferred rent The Company records rental expense on a strimghbasis over the base, noancelable lea:
term commencing on the date that the Company talkgsical possession of the property. Any diffeeehetween tr
calculated expense and the amounts actually padedlected as a liability in Accrued expenses atiter in thi
consolidated balance sheets and totaled approXin®t8.0 million and $14.0 million at January 2808 and Janua
30, 2004, respectively.
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Insurance claims provisions

The Company retains a significant portion of rigsk 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 andpmoperty general liability exposures. GCIC curkgnbsures n
unrelated third-party risk.

Fair value of financial instruments

The carrying amounts reflected in the consolidabatance sheets for cash, cash equivalents, short-
investments, receivables and payables approxirhaie ftespective fair values. At January 28, 2008 danuary 3
2004, the fair value of the Compasydebt, excluding capital lease obligations, wag@pmately $278.7 million ar
$265.4 million, respectively, (net of the fair valwof a note receivable on the South Boston, ViegiBiC o
approximately $50.0 million and $48.9 million, resfively, as discussed in Note 8) based upon tti@a&ted marke
value of the debt at those dates. Such fair vakeeeded the carrying values of the debt at Jan2@ryp005 an
January 30, 2004 by approximately $35.5 million &2d.7 million, respectively. Fair values are bapedarily or
guoted prices for those or similar instruments.digcussion of the carrying value and fair valuethed® Companyg
derivative financial instruments is included in #extion entitled “Derivative financial instrumehielow.

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 StamslaBoard (“FASB”) Issues. These statements require
Company to recognize all derivative instrumentsttoa balance sheet at fair value, and contain a¢tcmurules fo
hedging instruments, which depend on the natutbeohedge relationship.

The Company has historically used derivative fimanostruments primarily to reduce its exposuradtvers
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 & qursuant 1
the approval of the Board of Directors. All finaalcinstrument positions taken by the Company aeel tis reduce ris
by hedging an underlying economic exposure andstitetured as straightforward instruments with iligmarkets
The Company primarily executes derivative transastiwith major financial institutions.
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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 #digieement as a hedge of the floating rate commisirelatin
to a portion of certain synthetic lease agreem#mds existed at that time. Under the terms of dgecement, 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 matar8eptember 2002, and, as of January 28, 2005 dngpany ha
no outstanding derivative financial instruments.iloutstanding, this derivative was 100% effeciiwvénedging th
floating rate commitments relating to the underdyexposure being hedged. Accordingly, no hedgeent¥enes
was recognized by the Company relating to this megdgelationship.

The following table summarizes activity in Accuntgid other comprehensive loss during 2004 relat
derivative transactions used by the Company inrpgreriods to hedge cash flow exposures relatingettain det
transactions (in thousands):

Before-Tax After-Tax

Amount Income Tax Amount

Accumulated net losses as of January 30, 2004  $ (1,825 $ 664 $ (1,161
Net losses reclassified from Other comprehensiss lo

into earnings 286 (98) 188

Accumulated net losses as of January 28, 2005  $ (1,539 $ 566 $ (973)

The balance remaining in Accumulated other comprsite loss at January 28, 2005 relates solely fercbe
losses realized in June 2000 on the settlemem aftarest rate derivative that was designatededfettive as a ca
flow hedge of the Companyforecasted issuance of its $200 million of fixate notes in June 2000 (see Note 6).
amount will be reclassified into earnings as arustdpent to the effective interest expense on thedfirate note
through their maturity date in June 2010. The Camgpastimates that it will reclassify into earningdigring the ne»
twelve months approximately $0.2 million of the a@tount recorded in Other comprehensive loss damfiary 2¢
2005.

Stock-based compensation

The Company has a sharehold@proved stock incentive plan under which stockomst restricted stoc
restricted stock units and other equigsed awards may be granted to officers, dire@ondskey employees. Stc
options currently are granted under this plan attiarket price on the grant date and generallyra¢gsbly over a four-
year period, with certain exceptions as furthercdbed in Note 10. All stock options granted untleés plan have
tenyear life subject to earlier termination upon dedlisability or cessation of employment. Optiomarged prior t
2002, either pursuant to this plan or pursuanttteroshareholdeapproved stock incentive plans from which
Company no longer grants awards, are subject te-bliased vesting or a combination of Company peidogabase:
and time-based vesting, and generally have ayéan-life. In addition, prior to June 2003, thamlprovided fc
automatic annual stock option grants to non-emmadieectors pursuant to a ndiscretionary formula. Those stc
options vested one year after the grant date anerglty have a ten-year life.

50




The Company accounts for stock option grants iroance with Accounting Principles Board Opinion.
25, “Accounting for Stock Issued to Employees” (‘B\MNo. 25”), and related interpretations. Under APB No.
compensation expense is generally not recognizegldms in which the exercise price of the stockams equals tr
market price of the underlying stock on the datgmint and the number of shares subject to exeixifired. Hau
compensation cost for the Company’s stbelsed compensation plans been determined basduk dairt value at tr
grant date for awards under these plans consistéht the methodology prescribed under SFAS No. {(&Rh
compensation expense amortized ratably over thikcapfe vesting periods), net income and earnirggsspare woul
have been reduced to the pro forma amounts indi¢atide following table.

(Amounts in thousands except per share data) 2004 2003 2002
Net income — as reported $ 344,19( $ 299,000 $ 262,35]
Less pro forma effect of stock option grants 10,72¢ 7,867 15,217
Net income — pro forma $ 333,46¢ $ 291,138 $ 247,13
Earnings per share — as reported

Basic $ 1.04 $ 08 $ 0.79

Diluted $ 1.04 $ 08¢ $ 0.78
Earnings per share — pro forma

Basic $ 1.01 $ 087 $ 0.74

Diluted $ 1.00 $ 0.8 $ 0.74

Prior to 2002, the Company modified its stock irteenplans to extend the exercise period for outdite
stock option grants from one to three years faatestof deceased employees, to the extent thatdbk options wel
fully vested at the date of death. However, thiglification did not extend the tgrear maximum contractual exerc
term following the date of grant. In accordancéhwhe provisions of APB No. 25, as interpreteds thodificatior
has resulted in the recording of compensation esgaemsing the intrinsigalue based method of accounting, only
those vested stock options held by estates of graptowhich would benefit from the extended exerpesgeod. Ol
the modification date, the Company could not eseemahether and to what extent estates of deceasptbyee
would benefit from this modification and, accordingho compensation expense was recorded during.2Bl@wevel
in subsequent periods, the Company has recognizédvdl continue to recognize compensation expeiosghose
estates of deceased employees that benefit fromxtieaded exercise period, and it is possibleghelh compensatis
expense could materially affect future consolidatieédncial statements. Total compensation expemrsatimg tc
modifications of the Company'’s stock option plaresvess than $0.1 million in each of 2004, 2003 20QP.

As allowed by the stock incentive plans, the Conypaas historically extended the exercise perioc
outstanding stock option grants to three years fiteendate of cessation of employment with the Camar forme
employees who meet certain “early retiremesrtteria 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 stockrestricted stock units to officers and othey
employees under the stock incentive plan. The gesfrthe stock incentive plan limit the total numloé shares ¢
restricted stock and restricted stock units elgiiok issuance
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thereunder to a maximum of 4 million shares. Restl stock awards consist of a fixed number ofesha
common stock that generally vest ratably over thyesrs. Restricted stock units represent the tightceive on
share of common stock for each unit upon vestird) generally vest ratably over three years. Intaud the stoc
incentive plan was amended in June 2003 to proadéhe automatic annual grant of 4,600 restrigemtk units t
each non-employee director (6,000 restricted stotts to any noremployee director serving as Chairman) in lie
the automatic annual stock option grants discupsedously. The initial grant of these restrictéoc& units was mac
in 2004. These units generally vest one year @ftergrant date, subject to earlier vesting updineraent or othe
circumstances described in the plan, but no pasiall be made until the individual has ceased ta beember of tr
Board of Directors. Dividends or dividend equivdke as the case may be, are paid or accrued ogrémts o
restricted stock and restricted stock units astree rate that dividends are paid to shareholdersrglly.

The Company accounts for restricted stock grantscoordance with APB No. 25 and related interpita
Under APB No. 25, the Company calculates compensaixpense as the difference between the markad 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 recognizenpensatic
expense relating to its restricted stock awardapgfroximately $1.8 million, $0.4 million and $0.1llilon in 2004
2003 and 2002, respectively. (See Note 10).

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 $&&million, $5.4 million and $7.1 million in 280200
and 2002, respectively. These costs primarilytedl#o targeted circulars supporting new storesirustiore signage.

Interest during construction

To assure that interest costs properly reflect ahlgt portion relating to current operations, iagror
borrowed funds during the construction of propeatyd equipment is capitalized. Interest costs akp#d wer
approximately $3.6 million, $0.2 million and $0.1llfon in 2004, 2003 and 2002, respectively.

Income taxes

The Company reports income taxes in accordanceS##&S No. 109, “Accounting for Income TaxesJhdel
SFAS No. 109, the asset and liability method igldse computing future income tax consequencewvehts that hay
been recognized in the Compasyconsolidated financial statements or income &xrns. Deferred income 1
expense or benefit is the net change during theigghe Company’s deferred income tax assets iabdities.
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Management estimates

The preparation of financial statements and relatedlosures in conformity with accounting prineig
generally accepted in the United States requiresagement to make estimates and assumptions thextt affe
reported amounts of assets and liabilities andlaisce of contingent assets and liabilities at tete 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 December 2004, the FASB issued SFAS No. 123Rhar&Based Paymentyvhich will require al
companies to measure compensation cost for alésiamed payments (including employee stock optionf)iravalue
This new standard will be effective for public caangesfor interim or annual periods beginning after JdBe 200E
Companies can adopt the new standard in one ofweys: (i) the modified prospective application,wmich &
company would recognize shdrased employee compensation cost from the begirofitige fiscal period in whic
the recognition provisions are first applied athé fair-valuebased accounting method had been used to accauail
employee awards granted, modified, or settled #fieeffective date and to any awards that werduligtvested as (
the effective date; or (ii) the modified retrospeetapplication, in which a company would recognamploye:
compensation cost for periods presented prior éoatioption of SFAS No. 123R in accordance with dhginal
provisions of SFAS No. 123 “Accounting for Stockd€ga Compensation,pursuant to which an entity wol
recognize employee compensation cost in the amaaptated in the pro forma disclosures provide@éoordanc
with SFAS No. 123. The Company expects to adopt SMP. 123R during the third quarter of 2005, usihe
modified prospective application and expects touinincremental expense associated with the adoptt
approximately $4 million to $8 million in 2005. Sé8tock-based compensatio@bove for additional disclosul
pertaining to the pro forma effects of stock optgyants as determined using the methodology ptestrinder SFA
No. 123.

Reclassifications

Certain reclassifications of the 2003 and 2002 arteohave been made to conform to the 2004 pregam
including the reclassification of certain shtetm investments which were previously classifiedcash and ca
equivalents as further described above.

2. Restatement of Financial Statements

Following a review of the Compars/’lease accounting and leasehold amortization ipesctthe Compat
identified areas where its practices differed frima views expressed by the Securities and Exch@ugemissiol
(“SEC”) in a letter released on February 7, 2005. The Cagpketermined that it would change its practices
discussed below, to conform to the SE@iews and GAAP. The Company determined that, umsscshe cumulatiy
adjustments resulting from these corrections wdade been material to the financial statementgheryear ende
January 28, 2005, it was required to restate manitial statements for fiscal years 2000 througbB32Qthe
“Restatement”). The Restatement was technicallyired even though the
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adjustments for each individual year are not malkeaon that yeas previously reported results (includ
previously reported 2004 results) and have no impat¢he Company’s current or future cash flows.

Previously, the Company amortized all leaseholdrawgments over eight years, which was estimatdxk tthe
approximate useful life of the asset to the Compajyen the nature of the assets and historicaele@new:
practices. Under the corrected method, the Compasychanged its practice to amortize leaseholdawgmnents ove
the shorter of eight years or the applicable naneelable lease term. In addition, the Companyiqusly recognize
straightline rent expense for leases beginning on the ezadi the store opening date or the rent pay
commencement date, which had the effect of exctudime period used for preparing the store for apg
(approximately 30 days) from the calculation of gegiod over which rent was expensed. Under theected metho
the Company has changed its practice to includepdred of time needed to prepare the store fomiopgein its
calculation of straight-line rent.

The following is a summary of the line items impatby the Restatement for the 2003 Consolidatedrie
Sheet and the 2003 and 2002 Consolidated Statermkhisome and Shareholdesguity (in thousands, except |
share data):

January 30, 2004

As Previously

Reported Adjustments Restated
Net property and equipment $ 989,224 $ (31,592 $ 957,632
Accrued expenses and other 297,616 5,540 303,156
Deferred income tax liability (long-term) 66,650 (14,511 52,139
Retained earnings 1,037,409 (22,621 1,014,788
Total shareholders' equity 1,576,92C (22,621 1,554,299
Total liabilities and shareholders' equity 2,652,709 (31,592 2,621,117

January 31, 2003

As Previously
Reported Adjustments Restated

Total shareholders’ equity $ 1,288,068 $ (20,623 $ 1,267,445

February 1, 2002

As Previously
Reported Adjustments Restated

Total shareholders’ equity $ 1,041,718 $ (18,028 $ 1,023,69(

For the year ended January 30, 2004
As Previously

Reported Adjustments Restated
Selling, general and administrative $ 1,496,866 $ 3,237 $ 1,500,103
Operating profit 511,263 (3,237, 508,026
Income before income taxes 479,760 (3,237, 476,523
Income taxes 178,760 (1,239 177,521
Net income 301,000 (1,998 299,002
Diluted earnings per share 0.89 - 0.89
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For the year ended January 31, 2003
As Previously

Reported Adjustments Restated
Selling, general and administrative $ 1,296,542 $ 4,289 $ 1,300,831
Operating profit 457,265 (4,289 452,976
Income before income taxes 414,626 (4,289 410,337
Income taxes 149,680 (1,694 147,986
Net income 264,946 (2,595 262,351
Diluted earnings per share 0.79 - 0.78

3. Property and equipment

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

(In thousands) 2004 2003
Land and land improvements $ 145,19¢ $ 145,60t
Buildings 333,667 333,76¢
Leasehold improvements 191,10: 170,89t
Furniture, fixtures and equipment 1,196,09« 1,039,94¢
Construction in progress 74,271 19,511
1,940,33! 1,709,72.
Less accumulated depreciation and amortization 859,49 752,09(
Net property and equipment $1,080,83¢ $ 957,63

Depreciation expense related to property and eqenprwvas approximately $163.1 million, $150.9 mitlianc
$139.0 million in 2004, 2003 and 2002, respectivélgnortization of capital lease assets is includedepreciatio
expense.

4, Accrued expenses and other

Accrued expenses and other consist of the following

(In thousands) 2004 2003
Compensation and benefits $ 72,81F $ 78,37¢
Insurance 118,32¢ 97,10¢
Taxes (other than taxes on income) 39,63¢ 35,85¢
Other 103,10¢ 91,81¢
$ 333,88¢ $ 303,15¢
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5. Income taxes
The provision for income taxes consists of theofelhg:

(In thousands) 2004 2003 2002
Current:
Federal $ 155,497 $ 145,072 $ 55,646
Foreign 1,169 - -
State 8,150 13,838 11,167
164,816 158,910 66,813
Deferred:
Federal 21,515 17,224 81,741
Foreign 21 - -
State 4,215 1,387 (568)
25,751 18,611 81,173
$ 190,567 $ 177,521 $ 147,986

A reconciliation between actual income taxes anduwts computed by applying the federal statutotg te
income before income taxes is summarized as follows

2004 2003 2002

U.S. federal statutory rate on

earnings before income taxes $ 187,165 35.0% $ 166,783 35.0% $ 143,618 35.0%
State income taxes, net of federal

income tax benefit 8,168 15% 10,773 2.3% 6,426 1.6 %
Jobs credits, net of federal income

taxes (5,544, (1.0)% (3,817 (0.8)% (2,745 (0.7)%
Increase (decrease) in valuation

allowance (106) (0.0)% (582) (0.1)% 463 0.1%
Non-deductible penalty (see

Note 8) - - 3,500 0.7% - -
Other 884 0.1% 864 0.2% 224 0.1%

$ 190,567 35.6 % $ 177,521 37.3% $ 147,986 36.1%

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

(In thousands) 2004 2003
Deferred tax assets:
Deferred compensation expense $ 17,310 $ 20,466
Accrued expenses and other 8,889 7,521
Workers compensation-related insurance liabilities 25,950 9,198
Deferred gain on sale/leasebacks 2,624 2,775
Other 3,755 4,105
State tax net operating loss carryforwards 9,180 9,916
State tax credit carryforwards 1,982 1,568
69,690 55,549
Less valuation allowance (2,126 (2,232
Total deferred tax assets 67,564 53,317
Deferred tax liabilities:
Property and equipment (82,807 (60,091
Inventories (31,635 (14,017
Other (599) (935)
Total deferred tax liabilities (115,041 (75,043
Net deferred tax liabilities $ (47,477 $ (21,726
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State net operating loss carryforwards as of JgnR&8r 2005, totaled approximately $223 million ami
expire between 2005 and 2024. The Company alssthase credit carryforwards of approximately $3.lliom that
will expire between 2006 and 2016. The valuatiitowaance has been provided principally for certatate los
carryforwards and state tax credits. The changheénvaluation allowance was a decrease of $0.lomiand $0.!
million and an increase of $0.5 million in 2004030 and 2002, respectively. Approximately $1.0ionil of the 200:
valuation allowance reduction was due to certaatestax law changes during the year which causedfuture
recognition of certain state tax credit carryfordsato be considered more likely than not to octheteby resulting |
the reduction of a valuation allowance creatednirearlier year. Based upon expected future incanteavailable te
planning strategies, management believes that mase likely than not that the results of operadiomll generat
sufficient taxable income to realize the defereddssets after giving consideration to the vabmadilowance.

The Company estimates its contingent income tebilili@s based on its assessment of probable incaxe
related exposures and the anticipated settlemenihase exposures translating into actual futurbilitees. As o
January 28, 2005 and January 30, 2004, the Compargrual for these contingent liabilities, incldda Incom
taxes payable in the consolidated balance sheatsapproximately $13.5 million and $16.9 millioaspectively, ar
the related accrued interest included in Accruegpeages and other in the consolidated balance sheg
approximately $6.9 million and $6.6 million respeety.

6. Current and long-term obligations

Current and long-term obligations consist of thiéfeing:

(In thousands) January 28, 2005 January 30, 2004
8 5/8% Notes due June 15, 2010, net of discoutif8® and $27*
at January 28, 2005 and January 30, 2004, resphctiv $ 199,768 $ 199,725
Capital lease obligations (see Note 8) 28,178 38,228
Financing obligations (see Note 8) 43,376 44,054
271,322 282,007
Less: current portion (12,860 (16,670
Long-term portion $ 258,462 $ 265,337

In June 2004, the Company amended its existinglvienp credit facility (the “Credit Facility”).Under the
terms of the amendment, the Credit Facility hasirsenit maximum commitment of $250 million and ergitin Jun
2009. The amended Credit Facility contains prowvisithat would allow the maximum commitment to hereased |
up to $400 million upon mutual agreement of the @any and its lenders. The Credit Facility, as arednds
unsecured. The Company pays interest on funds\wedander the amended Credit Facility at ratesarasubject 1
change based upon the ratio of the Compadgbt to EBITDA (as defined in the Credit Fac)lityrhe Company h:
two interest rate options, base rate (which is lhsegual to prime rate) or LIBOR. Under the amedderms of th
Credit Facility, the facility fees can range frod.4 to 37.5 basis points; the all-drawn margin under the LIBC
option can range from LIBOR plus 87.5 to 212.5 §gmiints; and the alikr drawn margin under the base rate of
can range from the base rate plus 12.5 to 62.5 Ipméints. During 2004, the Company had peak bomgsvof $73.
million under the Credit Facility, and had no baviogs
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during 2003. The Credit Facility contains finanaalvenants, which include limits on certain debtash flov
ratios, a fixed charge coverage test, and minimilmwable consolidated net worth ($1.39 billion ahdary 28, 200&
As of January 28, 2005, the Company was in compdawith all of these covenants. As of January Z®5, thi
Company had no outstanding borrowings and $8.7iamilbf standby letters of credit outstanding unther Credi
Facility.

At January 28, 2005 and January 30, 2004, the Compad commercial letter of credit facilities tatg
$215.0 and $218.0 million, respectively, of whi®B83$ million and $111.7 million, respectively, wearetstanding fc
the funding of imported merchandise purchases.

In 2000, the Company issued $200 million princigadount of 8 5/8% Notes due June 2010 (the “Notsis.
Notes require ser-annual interest payments in June and Decembercbfyezar through June 15, 2010, at which
the entire balance becomes due and payable. Ihadhe Notes may be redeemed by the holderedfiat 100%
the principal amount, plus accrued and unpaid @ésteion June 15, 2005. Although the holders ofNbees have tr
ability to require the Company to repurchase thiesion June 2005, the Company has classified #hs as longerm
due to its intent and ability, in the event it wesguired to repurchase any portion of the Notesefinance thi
indebtedness on a lorigrm basis, including through borrowings under @redit Facility. The Notes contain cert
restrictive covenants. At January 28, 2005, then@amy was in compliance with all such covenants.

7. Earnings per share

The amounts reflected below are in thousands exmapghare data.

2004
Net Per Share
Income Shares Amount
Basic earnings per share $ 344,190 329,37¢ $ 104
Effect of dilutive stock options 2,69z
Diluted earnings per share $ 344,190 332,06¢ $ 1.04
2003
Net Per Share
Income Shares Amount
Basic earnings per share $ 299,002 334,691 $ 0.89
Effect of dilutive stock options 2,93¢
Diluted earnings per share $ 299,002 337,63¢ $ 0.89
2002
Net Per Share
Income Shares Amount
Basic earnings per share $ 262,351 333,05¢ $ 0.79
Effect of dilutive stock options 1,99t
Diluted earnings per share $ 262,351 335,05( $ 0.78
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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 thag weatstanding at the end of the respective fiseal,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 shaeag, 7.3 million, 5.1 million and 18.3 million 2004, 2003, ar
2002, respectively.

8. Commitments and contingencies

As of January 28, 2005, 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
The majority of the Company’s stores are subjedhortterm leases (usually with initial or primary terofsthree tc
five years) with multiple renewal options when dafie. The Company also has stores subject taldboHbuit
arrangements with landlords, which typically caayprimary lease term of between 7 and 10 years mitktiple
renewal options. Approximately half of the storesd provisions for contingent rentals based upperaentage
defined sales volume. Certain leases containictgér covenants. As of January 28, 2005, the Camgpwas il
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 yearspaesvely. The transactions have been recordefinascing
obligations rather than sales as a result of, amaihgr things, the lessarability 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 Notesffom Principal Life
Insurance Company totaling $49.6 million. These B@es represent debt issued by a third party efrtiyn whict
the Company leases its DC in South Boston, Virgiiilas 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. 115weber, by acquiring these DC Notes, the Comparmpliding the
debt instruments pertaining to its lease finanahtigation and, because a legal right of offsesexihas reflected t
acquired DC Notes as a reduction of its outstanéimgncing obligations in its consolidated finaricsgatements i
accordance with the provisions of FASB InterpretatNo. 39, “Offsetting of Amounts Related to Carnt@ontracts-
An Interpretation of APB Opinion No. 10 and FASBateiment No. 105."There was no gain or loss recognized
result of this transaction.

Future minimum payments as of January 28, 2005;dpital leases, financing obligations and opegaliase
are as follows:
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Capital Financing Operating

(In thousands) leases obligations leases
2005 $ 13,966 $ 9,283 $ 251,462
2006 7,400 9,354 206,635
2007 3,972 9,564 163,001
2008 2,499 9,510 124,567
2009 1,427 8,915 96,302
Thereafter 5,905 136,885 323,078
Total minimum payments 35,169 183,511 $ 1,165,04%
Less: imputed interest (6,991 (91,956
Present value of net minimum lease

payments 28,178 91,555
Less: purchased promissory notes - (48,179
28,178 43,376

Less: current portion, net (12,021 (839)
Long-term portion $ 16,157 $ 42,537

Capital leases were discounted at an effectivaasteaate of approximately 8.8% at January 28, 2008
gross amount of property and equipment recordecrucapital leases and financing obligations at dgn@8, 200
and January 30, 2004, was $183.8 million and $184ll{bn, respectively. Accumulated depreciatiangroperty an
equipment under capital leases and financing dfidiga at January 28, 2005 and January 30, 2004 $@4% millior
and $81.8 million, respectively.

Rent expense under all operating leases was asvioll

(In thousands) 2004 2003 2002

Minimum rentals $ 253,36¢ $ 217,70« $ 187,56¢

Contingent rentals 15,417 14,30z 15,50(
$ 268,78 $ 232,00¢ $ 203,06¢

Legal proceedings

Restatement-Related Proceedingss previously disclosed in the Compasiyeriodic reports filed with tl
SEC, the Company restated its audited financidakstants for fiscal years 1999 and 1998, and cedamudite
financial information for fiscal year 2000, by meanf its Form 1K for the fiscal year ended February 2, 2001, w
was filed on January 14, 2002 (the “2001 Restaté&inen

The SEC conducted an investigation into the cir¢gantes giving rise to the 2001 Restatement andaonar
8, 2004, the Company received notice that the SIaff was considering recommending that the SECgbarcivil
injunctive action against the Company for allegadlations of the federal securities laws in conmectwith
circumstances relating to the restatement. Thepgaomsubsequently reached an agreement in prinwifhethe SE(
staff to settle the matter. Under the terms ofafpeement in principle, the Company, without atingtor denying th
allegations in a complaint to be filed by the SE@I, consent to the entry of a permanent civil mgtion against futui
violations of the antifraud, books and recordsprépg and internal control provisions of the fealesecurities law
and related SEC rules and will pay a
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$10 million nondeductible civil penalty. The Company is not eatitto seek reimbursement from its instL
with regard to this settlement.

The Company has been informed that the SEC apprineeagreement and intends to file its Complairok tue
proposed Final Judgment and Consent and UnderakihBollar General Corporation with the Unitedt8saDistric
Court for the Middle District of Tennessee. Theesgnent and order are subject to final approvahieyGourt. Th
Company accrued $10 million with respect to thegitgnin its financial statements for the year endeaduary 3(
2004, and this accrual remains outstanding asrafalg 28, 2005. The Company can give no assurdhaethe Cou
will approve this agreement and order. If the agrent and order are not approved, the Company ¢mukiibject t
different or additional penalties, both monetaryl amonmonetary, which could materially and adversely cffie
Company’s financial statements as a whole.

In addition, as previously discussed in the Compapygriodic reports filed with the SEC, the Compaaitlec
in the second quarter of 2002 the lead sharehdigi@vative action relating to the 2001 Restatentlesit had been file
in Tennessee State Court. All other pending statefederal derivative cases were subsequentlyisisch during tF
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 wasorde:
as income during the third quarter of 2002. The @Gany also settled the federal consolidated 200aRsBent-
related class action lawsuit in the second quaftdiscal 2002. The $162 million settlement, whighs expensed
the fourth quarter of 2000, was paid in the firatftof fiscal 2002. The Company received from itsurers $4.
million in respect of such settlement in July 20@Bjch was recorded as income during the secondequaf 2002.

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 individualty.2002, th
Company settled and paid that claim and recograreeixpense of $0.2 million in respect of that agest.

Other Litigation. On March 14, 2002, a complaint was filed in theited States District Court for t
Northern District of AlabamaEdith Brown, on behalf of herself and others sinyiagituated v. Dolgencorp. Inc., a
Dollar General Corporatior, CV02-C-0673-W (“Brown”)) to commence a collective action against the Comjoa
behalf of current and former salaried store marsagdihe complaint alleges that these individualsewentitled t
overtime pay and should not have been classifieekampt employees under the Fair Labor Standartig"BCSA”).
Plaintiffs seek to recover overtime pay, liquidatiamages, declaratory relief and attorneys’ fees.

On January 12, 2004, the court certified aninptlass of plaintiffs consisting of all personsmayed by th
Company as store managers at any time since Mdrch9®9, who regularly worked more than 50 hoursyeek an
either: (1) customarily supervised less than tw@legees at one time; (2) lacked authority to hiredscharg
employees without supervisor approval; or (3) somet worked in nomranagerial positions at stores other thai

one he or she managed. The Company’s attempt teaafiis decision on a discretionary basis to thd"Circuit
Court of Appeals was denied.
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Notice was sent to prospective class members anddhadline for individuals to opt in to the lawsuas Ma
31, 2004. Approximately 5,000 individuals opted ihe Court has entered a scheduling order thaérgs thi
discovery and remaining phases of the case.

Three additional lawsuitg;ina Depasquales v. Dollar General Coif&outhern District of Georgia, Savan
Division, CV 404-096, filed May 12, 2004iKaren Buckley v. Dollar General CorfSouthern District of Ohio, C-2-
04-484, filed June 8, 2004), asdheila Ann Hunsucker v. Dollar General Corp. et(#estern District of Oklahom
Civ-04-165-R, filed February 19, 2004), were filadserting essentially the same claims asBiwmvn case, all ¢
which have since been consolidated in the Nortlastrict of Alabama where thBrown litigation is pending. TF
Company believes that the consolidation will ndeetf the scheduling order or extend any of the hieasl in the
Browncase.

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

The Company is involved in other legal actions alms arising in the ordinary course of busine$te
Company currently believes that such other litigatand claims, both individually and in the aggtegavill be
resolved without a material effect on the Comparfyiancial statements as a whole. However, litigainvolves a
element of uncertainty. Future developments cgaldse these actions or claims to have a matenarsel effect o
the Company’s financial statements as a whole.

9. Benefit plans

Effective January 1, 1998, the Company established1(k) savings and retirement plan. Balancesvo
earlier plans were transferred into this plan. &ployees who had completed 12 months of serwoeked 1,00
hours per year, and were at least 21 years of age &ligible to participate in the plan. Employeatributions, up t
6% of annual compensation, were matched by the @agnpt the rate of $0.50 on the dollar. The Compaac
contributed a discretionary amount annually to fi@n equal to 2% of each employgeannual compensatic
Effective January 1, 2003, the plan was amendealltov all eligible employees to participate in thlan and t
contribute up to 25% of annual compensation fromirtbdate of hire up to a maximum of $12,000 in odber yes
2003 and a maximum of $13,000 in calendar year 20@Company match of employee contributions wesged t
a rate of $1.00 for each $1.00 contributed up todd%nnual salary (upon completion of 12 months amdinimum o
1,000 hours of service); and the Companyliscretionary annual contribution to the plan 28 of annue
compensation was eliminated. Effective Januar@)5, the plan was amended to allow for catphemploye
contributions and to clarify certain provisionsll Active employees are fully vested in all contitibns to the plai
Expense for the plan was approximately $4.9 mmllio 2004, $2.7 million in 2003 and $5.9 million2002.
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Effective January 1, 1998, the Company also estaddi a supplemental retirement plan and a compen
deferral plan for a select group of managementhagidly compensated employees. The supplemeniedmegnt 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 wiceeand job grade. Under the compensation défetean.
participants may defer up to 65% of base pay (reduny any deferrals to the 401(k) Plan) and upO@P4 of bonu
pay and the Company matches base pay deferralsat¢ af 100% of base pay deferral, up to 5% ofuahsalary
offset by the amount of match in the 401(k) Pl&fftective January 1, 2000, both the supplementakraent plan ar
compensation deferral plan were amended and rdstethat such plans were combined into one madte
document. Effective January 1, 2003, the plan deninvas amended to clarify certain provisions andhirror the
401(k) plan employer contribution provisions thatame effective on January 1, 2003, as describedealkffective
November 1, 2004, the plan document was amendsubtify eligibility, comply with pending federal lesfation, an
enhance investment offerings. An employee maydstégdated for participation in one or both of theng, accordin
to the eligibility requirements of the plans. Adarticipants are 100% vested in their compensatieierral pla
accounts. Supplemental retirement plan accoumterglly vest at the earlier of the participanattainment of age
or the participant’s being credited with 10 or mbtyears of service’dbr upon termination of employment due to d
or “total and permanent disability” or upon a “chann control,"all as defined in the plan. Compensation expeok
these plans was approximately $0.6 million in 2G5 million in 2003 and $0.2 million in 2002.

Beginning September 2000, the supplemental retinenpéan and compensation deferral plan asset
invested at the option of the participant in eitheraccount that mirrors the performance of a fonfiinds selected |
the Compensation Committee of the Company’s Boafdirectors or its delegate (the “Mutual Fund Op#gb), or in
an account which mirrors the performance of the @amy’s common stock (the “Common Stock OptionPursuar
to a provision in the November 1, 2004 amendmeat Was effective January 1, 2005, investments enGbmmoi
Stock Option cannot be subsequently diversified iamdstments in the Mutual Fund Options cannotuiessquentl
transferred into the Common Stock Option.

In accordance with a participant’s election, a ipgrant's compensation deferral plan and supplem
retirement plan account balances will be paid shday (a) lump sum, (b) monthly installments ovér; 40 or 15yeal
period or (c) a combination of lump sum and ingtalhts. The vested amount will be payable at the tesignated t
the plan upon the participaattermination of employment or retirement, excét {participants may elect to rece
an inservice lump sum distribution of vested amountslited to the compensation deferral account, pralitiat th
date of distribution is a date that is no soonantfive years after the end of the year in whicloants are deferred.
addition, a participant who is an employee may estjtio receive an “unforeseeable emergency hardshigervice
lump sum distribution of vested amounts creditethistocompensation deferral account. Effective Jantia2005 fo
active participants, account balances deemed tonmsted in the Mutual Fund Options are payableash an
account balances deemed to be invested in the Canstoek Option are payable in shares of Dollar Garemmol
stock and cash in lieu of fractional shares. Roatanuary 1, 2005, all account balances werelppaya cash.
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The Mutual Funds Options are stated at fair maviahie, which is based on quoted market prices, &k
included in Other current assets. In accordancth VldITF 97-14 Accounting for Deferred Compensat
Arrangements Where Amounts Earned Are Held in abR&@kust and Invested,” the Compasystock is recorded
historical cost and included in Other shareholdeggiity. The deferred compensation liability retate the Compar
stock for active plan participants was reclassitiegtockholdersequity and subsequent changes to the fair val
the obligation will not be recognized, in accordamwath the provisions of EITF 974. The deferred compensai
liability related to the Mutual Funds Options ixoeded at the fair value of the investments helthi trust and
included in Accrued expenses and other in the dmlaed balance sheets.

During 2003, the Company established two suppleah@xecutive retirement plans, each with one exee
participant. During 2004, one of these plans veainated in connection with the termination ofttparticipants
employment. The Company accounts for the remairptan in accordance with SFAS No. 87, “Employers
Accounting for Pensions”, as amended by SFAS N@, IEmployers’ Disclosures about Pensions and C
Postretirement Benefits”, and supplemented by SRS 130, “Reporting Comprehensive Incom&yt has nc
included additional disclosures due to their immatiy.

Non-employee directors may defer all or a part of agsfnormally paid by the Company to them pursuze
voluntary nonqualified compensation deferral pldme compensation eligible for deferral includes aéimnual retaine
meeting and other fees, as well as any per dienpeasation for special assignments, earned by atdiréor his o
her service to the CompamsyBoard of Directors or one of its committees. Tbhepensation deferred is credited
liability account, which is then invested at theiop of the director, in either an account thatrons the performan
of a fund selected by the Compensation Committee ‘Mutual Fund Options”)or in an account which mirrors 1
performance of the Company’s common stock (the “@am Stock Option”). In accordance with a directalectior
the deferred compensation will be paid in a lumm g in monthly installments over a 5, 10 or yi&ar period, or
combination of both, at the time designated bypglaa upon a directos’ resignation or termination from the Boi
However, a director may request to receive an “tgdeeable emergency hardship’service lump sum distribution
amounts credited to his account in accordance théherms of the directordeferral plan. All deferred compensa
will be immediately due and payable upon a “chamgeontrol” (as defined in the directordeferral plan) of tk
Company. Effective January 1, 2005, account bakdeemed to be invested in the Mutual Fund Optamagayabl
in cash and account balances deemed to be investd® Common Stock Option are payable in shareBaifar
General common stock and cash in lieu of fractisteres. Prior to January 1, 2005, all accourdnuals wet
payable in cash.

10.  Stock-based compensation

The Company has a shareholdgproved stock incentive plan under which restiicteock, restricted sto
units, stock options and other equity-based awanag be granted to officers, directors and key eygsds.
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All stock options granted in 2004, 2003 and 2008aurthe terms of the Compasystock incentive plan we
non-qualified stock options issued at a price etpuéthe fair market value of the Compasigommon stock on the d
of grant. Nongualified options granted under these plans hap&raton dates no later than 10 years following
date of grant.

Under the plan, stock option grants are made tonke@gagement employees including officers, as vgetithe
employees, as determined by the Compensation Céeenaf the Board of Directors. The number of apgigrante
is directly linked to the employeejob classification. Beginning in 2002, vestimg\psions for options granted un
the plan changed from a combination of Companyogperénce-based vesting and time-based vesting @{tase!
vesting only. All options granted in 2004, 20031&002 under the plan vest ratably over a fgear period, exce
for a grant made to the CEO in 2003, two-thirdsvbfch vested after one year and dhed of which vests after tv
years.

Under the plan, restricted stock and restrictedkstnits (which represent the right to receive share c
common stock for each unit upon vesting) may bentgdhto employees, including officers, as deterchibg the
Compensation Committee of the Board of Directonsadidition, the plan provides for the automaticuairgrant o
4,600 restricted stock units to each reanployee director. In 2004 and 2003, the Compaverded a total of 166,3
and 50,000 shares of restricted stock and regsirgtieck units to certain plan participants at aghved average f¢
value of $19.26 and $19.37 per share, respectivehe difference between the market price of theeulying stock o
the date of grant and the purchase price, whichsgtat zero for all restricted stock and restdic®ck unit awards
2004 and 2003, was recorded as unearned compeansapense, which is a component of Other sharetsldquity
and is being amortized to expense on a strdigatbasis over the restriction period. The restd stock and restrict
stock units granted to employees in 2004 and 20@®uthe plan vest and become payable ratably avereeyeal
period. The restricted stock units granted to idetslirectors generally vest one year after thetgdate subject
acceleration of vesting upon retirement or othezuwrnstances set forth in the plan, but no payoal st made unt
the individual has ceased to be a member of thedBof Directors. Under the stock incentive plaggipients c
restricted stock are entitled to receive cash énas$ and to vote their respective shares, butratelyted from sellin
or transferring restricted shares prior to vestifecipients of restricted stock units are entitiedaccrue divider
equivalents on the units but are not entitled teeyvsell or transfer the shares underlying thesymitor to both vestir
and payout. The maximum number of shares of otstristock or restricted stock units eligible fguance under t
terms of this plan has been capped at 4,000,0@Q@aruary 28, 2005, 3,763,451 shares of restratiwek or restricte
stock units were available for grant under the plan

During 2003, the Company also granted stock optamt restricted stock in transactions that werenmade
under the stock incentive plan. The Company awaiB865 shares of restricted stock as a materthlcement 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
unearned compensation expense, and is being apttbzxpense on a straidime basis over the restriction perioc
five years. The CEO is entitled to receive cashdénds and to vote these shares, but is prohiliited selling o
transferring shares prior to vesting. Also during
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the first quarter of 2003, the Company awardeddB©®, as a material inducement to employment, ailompt
purchase 500,000 shares at an exercise price d&p2r share. The option generally vests at aofai€6,666 shar
on the second anniversary of the grant date angB383hares on the third anniversary of the grate,dsubject i
accelerated vesting as provided in Mr. Perdu&nployment Agreement or in the plan. The optdihterminate ne
later than 10 years from the grant date

Pro forma information regarding net income and iegsper share, as disclosed in Note 1, has baemuae(
as if the Company had accounted for its employeekdiased compensation plans under the fair value rdeth
SFAS No. 123. The fair value of options grantedry2004, 2003 and 2002 was $6.36, $5.45 and $6etpectively
The fair value of each stock option grant was estath on the date of grant using the Bl&dtoles option pricir
model with the following assumptions:

2004 2003 2002
Expected dividend yield 0.9% 0.9% 0.8%
Expected stock price volatility 35.5% 36.9% 35.3%
Weighted average risk-free interest rate 3.5% 2.7% 3.9%
Expected life of options (years) 5.0 3.7 6.5

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 Average

Issued Exercise Price
Balance, February 1, 2002 25,970,762 $ 15.6%
Granted 4,146,986 15.8¢
Exercised (690,515 6.90
Canceled (2,510,662 17.3t
Balance, January 31, 2003 26,916,571 15.7¢
Granted 4,705,586 18.3¢
Exercised (4,240,438 11.6€
Canceled (2,450,429 17.7¢€
Balance, January 30, 2004 24,931,29( 16.75
Granted 2,250,90C 18.8¢
Exercised (2,874,828 11.87
Canceled (1,758,030 18.97
Balance, January 28, 2005 22,549,332 $ 17.42

The following table summarizes information abolisédck options outstanding at January 28, 2005:

Options Outstanding Options Exercisable

Weighted

Weighted Average  Weighted Average

Range of Number Remaining Average Number Exercise
Exercise Prices Outstanding Contractual Life ~ Exercise Price  Exercisable Price
$ 4.27 - $10.68 1,107,229 1.8 $ 6.83 1,051,419 $ 6.74

$10.73 - $17.31 9,268,565 5.9 14.86 6,060,665 14.90
$17.64 - $23.90 12,173,53¢ 6.4 20.33 6,724,375 20.78
$ 4.27 - $23.90 22,549,33: 6.0 $ 17.42 13,836,459 $ 17.14
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At January 28, 2005, there were approximately 8illom shares available for grant under the Company
stock incentive plan. At January 30, 2004 and dan@1, 2003, respectively, there were approxingat&l.0 millior
and 17.0 million exercisable options outstanding.

11. Capital stock

The Company has a Shareholder Rights Plan (the*Plander which Series B Junior Participating Prefe
Stock Purchase Rights (the “Rightskjere issued for each outstanding share of commumek.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 fromm @ompany one one-hundredth of a share (a “Unit"peries I
Junior Participating Preferred Stock (the “Prefér&tock”),no par value, at a purchase price of $100 per Qulijec
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 oetce of -
triggering event as defined in the Plan.

On November 30, 2004, the Board of Directors autledrthe Company to repurchase up to 10 milliorres
of its outstanding common stock. Purchases may d#denmn the open market or in privately negotiatathgaction
from time to time subject to market conditions. Toigiective of the share repurchase program wasnbare
shareholder value by purchasing shares at a phiate groduces a return on investment that is gretii@n th
Company's cost of capital. Additionally, share mepases generally will be undertaken only if sualcpases result
an accretive impact on the Company's fully dilut@dnings per share calculation. This authorizagixqires Novemb
30, 2005. During 2004, the Company purchased appeigly 0.5 million shares pursuant to this autkbetion at -
total cost of $10.9 million.

On March 13, 2003, the Board of Directors authatittee Company to repurchase up to 12 million shafés
outstanding common stock in the open market orrimafely negotiated transactions from time to tisuéject t
market conditions. The objective of the share rejpase program is consistent with the November 2@@4drchas
program as described above. This authorizationredpMarch 13, 2005. During 2003, approximately tilion
shares were repurchased at a total cost of $29libnmmiDuring 2004, the Company purchased approxeiyal0.-
million shares at a total cost of $198.4 milliors Af January 28, 2005, approximately 12.0 millibares had be:
purchased, substantially completing this sharerdy@se authorization.

12. Related party transactions

In 2002, Cal Turner, the Compasythen Chairman and Chief Executive Officer, madleismary 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 sz of stoc
options (net of the strike price of such optionsjl approximately $0.8 million represented the valtiperformance-
based bonuses received by Mr. Turner in April 18889 April 2000. Mr. Turner voluntarily
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paid such amounts to the Company because the sptested and the performance bonuses were paid be
performance measures that were attained under dmep@nys originally reported financial results for the ipé
covered by the 2001 Restatement. Those measurekl wot have been attained under the subsequesdhate
results. The Company recorded the approximatel§ 86llion receipt as a contribution of capital, iallhnwas recorde
as an increase in Additional paid-in capital inelddn shareholder®quity as of January 31, 2003. The Comj
recorded the approximately $0.8 million receipaasduction of SG&A expenses during the third qeramf 2002.

13. Segment reporting

The Company manages its business on the basiseofeportable segment. See Note 1 for a brief g
of the Company’s business. As of January 28, 280%f the Company operations were located within the Un
States with the exception of an immaterial Hong ¢{enbsidiary formed to assist in the process ofontipg certail
merchandise that began operations in early 200% fdllowing data is presented in accordance wEAS No. 131
“Disclosures about Segments of an Enterprise amaté&kinformation.”

(In thousands) 2004 2003 2002

Classes of similar products:

Net sales:
Highly consumable $ 4,825,05: $ 4,206,87¢ $ 3,674,92¢
Seasonal 1,263,99: 1,156,11: 994,25(
Home products 879,47¢ 860,86 808,51¢
Basic clothing 692,40¢ 648,13 622,707

$ 7,660,92° $ 6,871,99. $ 6,100,40:«

14.  Quarterly financial data (unaudited)

The following is selected unaudited quarterly ficiah data for the fiscal years ended January 285 2én(
January 30, 2004. Each quarter listed below wh3-@eek accounting period. Amounts are in thousaxds pe
share data.

Quarter First Second Third Fourth
2004:

Net sales $ 1,747,95¢ $ 1,836,24: $ 1,879,18: $ 2,197,53¢
Gross profit 512,25( 536,98( 553,98t 659,97
Net income 67,84¢ 71,32z 71,12¢ 133,89:
Diluted earnings per share 0.2C 0.22 0.22 0.41
Basic earnings per share 0.2C 0.22 0.22 0.41
2003:

Net sales $ 1,569,06: $ 1,651,09: $ 1,685,34¢ $ 1,966,48!
Gross profit 451,90¢ 472,83( 516,897 576,49¢
Net income 60,33z 59,93¢ 77,90: 100,83
Diluted earnings per share $0.1¢ $0.1¢ $0.22 $0.3C
Basic earnings per share $0.1€ $0.1€ $0.22 $0.3C
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The second quarter 2004 net income and relatecshpgte amounts above include a favorable incom
adjustment of approximately $6.2 million which riked from net reductions in certain contingent imeo tay
liabilities. The fourth quarter 2003 net income aradated per share amounts above include the dcofua
nondeductible civil penalty of $10.0 million reldtéo the preliminary settlement of an SEC invesiiga(see Note 8
As discussed in Note 2, the Company restatednigtiial statements, reducing its previously repo?@03 net incon
by $2.0 million, which is reflected in the fourtiuarter above. The third quarter 2003 net incomerataded per sha
amounts above include a favorable, non-recurriregtagx inventory adjustment of approximately $7.8 ol base
upon the utilization of information provided by tB®empany’s new item level perpetual inventory syste

15. Guarantor subsidiaries

All of the Company’s subsidiaries, except for it-for-profit subsidiary whose assets and revenues al
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 aguy agencies
maintain a minimum balance of stockholders’ eqoit$s50 million in excess of the Compasydebt it has guarante
or $500 million as of January 28, 2005. The subsydof the Company was in compliance with sucleagrent as «
January 28, 2005.

The following consolidating schedules present casdd financial information on a combined basis.|ldD
amounts are in thousands.
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As of January 28, 2005

DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 127,170 $ 105,660 $ - $ 232,830
Short-term investments 42,425 500 - 42,925
Merchandise inventories - 1,376,537 - 1,376,537
Deferred income taxes 10,024 14,884 - 24,908
Prepaid expenses and other current
assets 23,305 1,740,029 (1,709,632 53,702
Total current assets 202,924 3,237,610 (1,709,632 1,730,902
Property and equipment, at cost 184,618 1,755,717 - 1,940,335
Less accumulated depreciation
and amortization 78,661 780,836 - 859,497
Net property and equipment 105,957 974,881 - 1,080,838
Other assets, net 3,376,578 58,373 (3,405,687 29,264
Total assets $ 3,685,459 $ 4,270,864 $ (5,115,319 $ 2,841,004
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term
obligations $ 4,399 $ 8,461 $ - $ 12,860
Accounts payable 1,763,024 355,904 (1,709,601 409,327
Accrued expenses and other 37,378 296,511 - 333,889
Income taxes payable - 69,647 (31) 69,616
Total current liabilities 1,804,801 730,523 (1,709,632 825,692
Long-term obligations 190,769 1,261,998 (1,194,305 258,462
Deferred income taxes 5,424 66,961 - 72,385
Shareholders’ equity:
Preferred stock - - - -
Common stock 164,086 23,853 (23,853 164,086
Additional paid-in capital 421,600 1,243,468 (1,243,468 421,600
Retained earnings 1,102,457 944,061 (944,061 1,102,457
Accumulated other comprehensive
loss (973) - - (973)
1,687,170 2,211,382 (2,211,382 1,687,170
Other shareholders’ equity (2,705 - - (2,705)
Total shareholders’ equity 1,684,465 2,211,382 (2,211,382 1,684,465
Total liabilities and shareholders’
equity $ 3,685,459 $ 4,270,864 $ (5,115,319 $ 2,841,004
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As of January 30, 2004

(Restated)
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 285,007 $ 60,892 $ - $ 345,899
Short-term investments 67,225 1,501 - 68,726
Merchandise inventories - 1,157,141 - 1,157,141
Deferred income taxes 15,412 15,001 - 30,413
Prepaid expenses and other current
assets 21,363 2,323,390 (2,294,717 50,036
Total current assets 389,007 3,557,925 (2,294,717 1,652,215
Property and equipment, at cost 183,843 1,525,879 - 1,709,722
Less accumulated depreciation
and amortization 81,281 670,809 - 752,090
Net property and equipment 102,562 855,070 - 957,632
Other assets, net 3,668,873 41,247 (3,698,850 11,270
Total assets $ 4,160,442 $ 4,454,242 $ (5,993,567 $ 2,621,117
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term
obligations $ 7,772 $ 8,898 $ - $ 16,670
Accounts payable 2,350,375 323,251 (2,289,835 383,791
Accrued expenses and other 48,394 254,764 2) 303,156
Income taxes payable - 50,605 (4,880, 45,725
Total current liabilities 2,406,541 637,518 (2,294,717 749,342
Long-term obligations 194,306 1,892,342 (1,821,311 265,337
Deferred income taxes 5,296 46,843 - 52,139
Shareholders’ equity:
Preferred stock - - - -
Common stock 168,095 23,853 (23,853 168,095
Additional paid-in capital 376,930 1,243,478 (1,243,478 376,930
Retained earnings 1,014,788 610,208 (610,208 1,014,788
Accumulated other comprehensive
loss (1,161 - - (1,161
1,558,652 1,877,539 (1,877,539 1,558,652
Other shareholders’ equity (4,353 - - (4,353)
Total shareholders’ equity 1,554,299 1,877,539 (1,877,539 1,554,299
Total liabilities and shareholders’
equity $ 4,160,442 $ 4,454,242 $ (5,993,567 $ 2,621,117
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For the year ended January 28, 2005

DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 171,369 $ 7,660,927 (171,369 $ 7,660,927
Cost of goods sold - 5,397,735 - 5,397,735
Gross profit 171,369 2,263,192 (171,369 2,263,192
Selling, general and administrative 138,111 1,739,474 (171,369 1,706,216
Operating profit 33,258 523,718 - 556,976
Interest income (6,182 (393) - (6,575
Interest expense 21,435 7,359 - 28,794
Income before income taxes 18,005 516,752 - 534,757
Income taxes 7,667 182,900 - 190,567
Equity in subsidiaries’ earnings, net of
taxes 333,852 - (333,852 -
Net income $ 344,190 $ 333,852 (333,852 $ 344,190
For the year ended January 30, 2004
(Restated)
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 169,467 $ 6,871,992 (169,467 $ 6,871,992
Cost of goods sold - 4,853,863 - 4,853,863
Gross profit 169,467 2,018,129 (169,467 2,018,129
Selling, general and administrative 132,445 1,537,125 (169,467 1,500,103
Penalty expense 10,000 - - 10,000
Operating profit 27,022 481,004 - 508,026
Interest income (3,720 (383) - (4,103]
Interest expense 25,336 10,270 - 35,606
Income before income taxes 5,406 471,117 - 476,523
Income taxes 6,560 170,961 - 177,521
Equity in subsidiaries’ earnings, net of
taxes 300,156 - (300,156 -

Net income $ 299,002 $ 300,156 (300,156 $ 299,002
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For the year ended January 31, 2003

(Restated)
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 130,152 $ 6,100,404 $ (130,152) $ 6,100,404
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 1,316,080 (130,152) 1,300,831
Litigation settlement proceeds (29,541) - - (29,541)
Operating profit 44,790 408,186 - 452,976
Interest income (3,213) (1,092) - (4,305)
Interest expense 30,143 16,801 - 46,944
Income before income taxes 17,860 392,477 - 410,337
Income taxes 6,634 141,352 - 147,986
Equity in subsidiaries’ earnings, net of
taxes 251,125 - (251,125) -

Net income $ 262,351 $ 251,125 $ (251,125) $ 262,351
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For the year ended January 28, 2005

DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 344,190 $ 333,852 $ (333,852) $ 344,190
Adjustments to reconcile net income to
net cash provided by operating
activities:
Depreciation and amortization 17,181 147,297 - 164,478
Deferred income taxes 5,516 20,235 - 25,751
Tax benefit from stock option
exercises 9,657 - - 9,657
Equity in subsidiaries’ earnings,
net (333,852) - 333,852 -
Change in operating assets and
liabilities:
Merchandise inventories - (219,396) - (219,396)
Prepaid expense and other
current assets 652 (4,318) - (3,666)
Accounts payable 10,665 11,593 - 22,258
Accrued expenses and other (8,351) 43,399 - 35,048
Income taxes 4,751 19,042 - 23,793
Other (3,126) (9,251) - (12,377)
Net cash provided by operating activities 47,283 342,453 - 389,736
Cash flows from investing activities:
Purchases of property and equipment (20,443) (271,729) - (292,172)
Purchases of short-term investments (220,200) (1,500) - (221,700)
Sales of short-term investments 245,000 2,501 - 247,501
Proceeds from sale of property and
equipment 3 3,321 - 3,324
Net cash provided by (used in) investing
activities 4,360 (267,407) - (263,047)
Cash flows from financing activities:
Borrowings under revolving credit
facility 195,000 - - 195,000
Repayments of borrowings under
revolving credit facility (195,000) - - (195,000)
Repayments of long-term obligations (7,847) (4,692) - (12,539)
Payment of cash dividends (52,682) - - (52,682)
Proceeds from exercise of stock options 34,128 - - 34,128
Repurchases of common stock (209,295) - - (209,295)
Changes in intercompany note balances,
net 25,586 (25,586) - -
Other financing activities 630 - - 630
Net cash used in financing activities (209,480) (30,278) - (239,758)
Net increase (decrease) in cash and cash
equivalents (157,837) 44,768 - (113,069)
Cash and cash equivalents, beginning of
year 285,007 60,892 - 345,899
Cash and cash equivalents, end of year$ 127,170 $ 105,660 - $ 232,830
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For the year ended January 30, 2004

(Restated)
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 299,002 $ 300,156 $ (300,156) 299,002
Adjustments to reconcile net income to
net cash provided by (used in)
operating activities:
Depreciation and amortization 19,961 134,496 - 154,457
Deferred income taxes (2,102) 20,713 - 18,611
Tax benefit from stock option
exercises 14,565 - - 14,565
Equity in subsidiaries’ earnings,
net (300,156) - 300,156 -
Change in operating assets and
liabilities:
Merchandise inventories - (34,110) - (34,110)
Prepaid expenses and other
current assets (7,323) (8,981) - (16,304)
Accounts payable (50,489) 83,754 - 33,265
Accrued expenses and other 15,752 44,771 - 60,523
Income taxes 4,079 (25,543) - (21,464)
Other 1,610 3,556 - 5,166
Net cash provided by (used in) operating
activities (5,101) 518,812 - 513,711
Cash flows from investing activities:
Purchases of property and equipment (15,526) (124,613) - (140,139)
Purchases of short-term investments (199,950) (2,000) - (201,950)
Sales of short-term investments 132,725 2,000 - 134,725
Purchase of promissory notes (49,582) - - (49,582)
Proceeds from sale of property and
equipment 39 230 - 269
Contribution of capital (10) - 10 -
Net cash used in investing activities (132,304) (124,383) 10 (256,677)
Cash flows from financing activities:
Repayments of long-term obligations (7,753) (8,154) - (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) - - (29,687)
Issuance of common stock, net - 10 (10) -
Changes in intercompany note balances,
net 384,378 (384,378) - -
Other financing activities 73 - - 73
Net cash provided by (used in) financing
activities 349,613 (392,522) (10) (42,919)
Net increase in cash and cash equivalents 212,208 1,907 - 214,115
Cash and cash equivalents, beginning of
year 72,799 58,985 - 131,784
Cash and cash equivalents, end of year $ 285,007 $ 60,892 $ - 345,899
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For the year ended January 31, 2003

(Restated)
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL

STATEMENTS OF CASH FLOWS:

Cash flows from operating activities:

Net income $ 262,351 $ 251,125 $ (251,125) $ 262,351
Adjustments to reconcile net income to

net cash provided by (used in)
operating activities:

Depreciation and amortization 15,222 123,368 - 138,590
Deferred income taxes 63,204 17,969 - 81,173
Tax benefit from stock option
exercises 2,372 - - 2,372
Litigation settlement (162,000) - - (162,000)
Equity in subsidiaries’ earnings,
net (251,125) - 251,125 -
Change in operating assets and
liabilities:
Merchandise inventories - 7,992 - 7,992
Prepaid expenses and other
current assets (5,605) 6,844 - 1,239
Accounts payable 42,617 (24,197) - 18,420
Accrued expenses and other (20,857) 36,126 - 15,269
Income taxes (10,493) 66,951 - 56,458
Other 27,197 (26,767) - 430
Net cash provided by (used in) operating
activities (37,117) 459,411 - 422,294

Cash flows from investing activities:

Purchases of property and equipment (12,949) (120,946) - (133,895)
Purchases of short-term investments - (2,500) - (2,500)
Sales of short-term investments - 2,500 - 2,500
Proceeds from sale of property and

equipment 270 211 - 481
Contribution of capital (317,602) - 317,602 -
Net cash used in investing activities (330,281) (120,735) 317,602 (133,414)

Cash flows from financing activities:

Repayments of long-term obligations (73,361) (323,733) - (397,094)
Payment of cash dividends (42,638) - - (42,638)
Proceeds from exercise of stock options 5,021 - - 5,021
Issuance of common stock, net - 317,602 (317,602) -
Changes in intercompany note balances,

net 339,338 (339,338) - -
Other financing activities (5,702) - - (5,702)
Net cash provided by (used in) financing

activities 222,658 (345,469) (317,602) (440,413)
Net decrease in cash and cash equivalents (144,740) (6,793) - (151,533)
Cash and cash equivalents, beginning of

year 217,539 65,778 - 283,317
Cash and cash equivalents, end of year $ 72,799 $ 58,985 $ - $ 131,784
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND
FINANCIAL DISCLOSURE

Not Applicable.
ITEM 9A. CONTROLS AND PROCEDURES

€)) Disclosure Controls and Procedure$he Company maintains disclosure controls andquhoes th:
are designed to ensure that information relatingh®®s Company and its consolidated subsidiariesimedjtto bt
disclosed in the Comparg/periodic filings under the Exchange Act is reeardprocessed, summarized and rep:
in a timely manner in accordance with the requinetmef the Exchange Act, and that such informaisosccumulate
and communicated to management, including the CagipaChief Executive Officer and Chief Financial O#fic a:
appropriate, to allow timely decisions regardinguieed disclosure. The Company carried out an exign, under th
supervision and with the participation of managetmeciuding the Chief Executive Officer and thei€hFinancia
officer, of the effectiveness of the design andrapen of these disclosure controls and procedwsssuch term
defined in Exchange Act Rule 13a-15(e). As disedssore fully in Managemerst’/Annual Report on Internal Cont
Over Financial Reporting set out below, managerntsnttified a material weakness relating to the Canys interna
controls that arose from the Companyhappropriate interpretation of GAAP relatingaocounting for leases a
leasehold improvements. Accordingly, the Companterdeined to restate certain of its previously issfieancia
statements to reflect the Compasnyorrection of those accounting practices. Thecedf of this restatement are
material to previously reported results and havemmact on the Compang/’current or future cash flows. Based sc
on the foregoing facts and circumstances, the xetutive Officer and the Chief Financial Offi@ach conclude
that the Company’s disclosure controls and proesiwere not effective as of January 28, 2005.

(b) Management’'s Annual Report on Internal Control O¥@nancial Reporting. Management of tt
Company is responsible for establishing and maintgieffective internal control over financial repog as defined |
Rules 13at5(f) under the Securities Exchange Act of 1934 Tompany's internal control over financial repuaytis
designed to provide reasonable assurance thatatfieots and procedures will meet their objectivegarding th
preparation and fair presentation of publishedrfaia statements.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or ¢
misstatements. Therefore, even those systems deeztrito be effective can provide only reasonabtiace wit
respect to financial statement preparation andeptation.

Management assessed the effectiveness of the Cgmapaternal control over financial reporting asJahuar
28, 2005. In making this assessment, managemermnt thee criteria set forth by the Committee of Spoimgy
Organizations of the Treadway Commission (COSO)nternal Control -Integrated Framework. The assesst
identified a material weakness in the Company'erii@l control that arose from the Companyhappropriat
interpretation of GAAP relating to accounting feates and leasehold improvements, as describedfutigrieelow. A
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material weakness is a control deficiency, or caoration of control deficiencies, that results in sdhan
remote likelihood that a material misstatementhef annual or interim financial statements will bet prevented
detected.

As more fully discussed in Note 2 to the Consobdafinancial Statements, the Company restate
previously issued financial statements as a regutbrrecting its accounting practices relatinghte amortization «
certain leasehold improvements and the recogniiorent expense. The restatement was technicatjyired eve
though the adjustments for each individual yearrartematerial to that yea’previously reported results and hav
impact on the Company’'current or future cash flows. Near the end ofisisal year, after reviewing numerous p
releases issued by other companies and other pdstimments pertaining to these topics and afteudsnog the matt
with its external auditors, the Company undertookeav review of its operating lease accounting agmbkéhol
amortization practices. This review, together with views on the matters expressed by the SEG-gbeuary 7, 20(C
letter to the Chairman of the AICPA Center for Rul@ompany Audit Firms, led to the Compasigonclusion that i
historical accounting practices in these areas wetein accordance with GAAP. These historical pcas wer
specifically reviewed on several occasions in thsty the Compang’ management, external auditors and #
Committee of the Board of Directors. In additione tCompanys practices were similar to those used by manyr
retail and restaurant companies. Although the Coypgarrected these errors prior to the filing of Form 10K for
the 2004 fiscal year, thus remediating its onlyenat weakness, they were not effectively remedigieéor to Janual
28, 2005. Accordingly, the Company concluded thhtd a material weakness, namely the incorreetpnétation an
application of GAAP relating to the two lease-rethtnatters discussed above.

Based on management's assessment, managementdeahthat, as of January 28, 2005, due solely t
material weakness related to the accounting faseeand leasehold improvements, the Company'shaiteontro
over financial reporting was not effective.

Management's assessment of the effectiveness erhaitcontrol over financial reporting as of Jagyuas.
2005, has been audited by Ernst & Young LLP, tliependent registered public accounting firm who alsdited th
Company's consolidated financial statements. E8n¥bung's attestation report on management's assegsof thi
Company's internal control over financial reportisgontained below.
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(© Attestation Report of Independent Registered P#ladimounting Firm on Internal Control Over
Financial Reporting.

Report of Independent Registered Public Accountindrirm
on Internal Control Over Financial Reporting

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

We have audited management's assessment, inclodib@ iaccompanying Management's Annual Repc
Internal Control Over Financial Reporting, that 2olGeneral Corporation and subsidiaries did nanhtaa effective
internal control over financial reporting as of dary 28, 2005, because of the effect of a materedkness in tt
Company’s internal control that arose from the Canys incorrect interpretation and application of gatg
accepted accounting principles relating to accogntior leases and leasehold improvements, basedritaric
established in Internal Controllrtegrated Framework issued by the Committee onSpong Organizations of t
Treadway Commission (the COSO criteria). Dollar &ahCorporatiors management is responsible for maintai
effective internal control over financial reportilagd for its assessment of the effectiveness efniat control ove
financial reporting. Our responsibility is to exgsean opinion on management's assessment and @onopin thi
effectiveness of the Company's internal controk dwencial reporting based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversight i
(United States). Those standards require that e phd perform the audit to obtain reasonable assarabol
whether effective internal control over financiaporting was maintained in all material respectst @udit include
obtaining an understanding of internal control ofreancial reporting, evaluating managemsraissessment, test
and evaluating the design and operating effectiseié internal control, and performing such othercpdures as v
considered necessary in the circumstances. Wevbdhat our audit provides a reasonable basisuoopinion.

A companys internal control over financial reporting is a@ess designed to provide reasonable asst
regarding the reliability of financial reporting cithe preparation of financial statements for exkpurposes
accordance with generally accepted accounting iptee&c A companys internal control over financial report
includes those policies and procedures that (1)apeto the maintenance of records that, in redsendetail
accurately and fairly reflect the transactions ampositions of the assets of the company; (2) ideveasonab
assurance that transactions are recorded as ngcésggrmit preparation of financial statementsaatordance wii
generally accepted accounting principles, and thegipts and expenditures of the company are bmiade only i
accordance with authorizations of management arettdrs of the company; and (3) provide reasonabiranc
regarding prevention or timely detection of unauttexd acquisition, use, or disposition of the comps assets th
could have a material effect on the financial stegets.
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Because of its inherent limitations, internal cohtover financial reporting may not prevent or ¢
misstatements. Also, projections of any evaluatibaffectiveness to future periods are subjech#orisk that contro
may become inadequate because of changes in amglitor that the degree of compliance with thecpedi o
procedures may deteriorate.

A material weakness is a control deficiency, or boration of control deficiencies, that results ioma than
remote likelihood that a material misstatementhef annual or interim financial statements will bet prevented
detected. The following material weakness has h#emtified and included in managemenéissessment. Subseq!
to January 28, 2005, management concluded thdiisterical accounting practices relating to op&gtieases ar
leasehold amortization were not in accordance gatherally accepted accounting principles due ttiengve control.
over the interpretation and application of gengraticepted accounting principles. Management @seluded th:
such incorrect interpretation and application oheyally accepted accounting principles constitutednaterie
weakness in internal control over financial repaytas of January 28, 2005. As a result of thisenatweakness
internal control, management concluded that remtpense and leasehold amortization expense, asasvétie relate
balance sheet accounts, were understated andrévabysly issued financial statements should bated. See Note
to the consolidated financial statements for a flificussion of the effects of these changes toGbmpany'
consolidated financial statements. This materiadkmess was considered in determining the natunindi and extel
of audit tests applied in our audit of the 2004 sminlated financial statements, and this reportsdoa& affect ot
report dated April 5, 2005 on those consolidataedricial statements.

In our opinion, management's assessment that D@kgreral Corporation and subsidiaries did not raai
effective internal control over financial reportiag of January 28, 2005, is fairly stated, in akenial respects, bas
on the COSO control criteria. Also, in our opinitiecause of the effect of the material weaknessrithesl above ¢
the achievement of the objectives of the contraleda, Dollar General Corporation and subsidiarfes/e nc
maintained effective internal control over finahaiaporting as of January 28, 2005, based on th&@@ontrc
criteria.

We do not express an opinion or any other form ssueance on managemenstatements included in
fourth paragraph of the accompanying ManagememirsiAl Report on Internal Control Over Financial &&pg.

Ehst & Young LLP

Nashville, Tennesse
April 5, 2005
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(d) Changes in Internal Control Over Financial Repogin There have been no changes during the q
ended January 28, 2005 in the Compangternal control over financial reporting (asidefl in Exchange Act RL
13a-15(f)) that have materially affected, or arasmably likely to materially affect, the Compasnynternal contre
over financial reporting. See Managemsmnnual Report on Internal Control Over Finan&alporting, set forth
Item 9A(b) above, for a discussion of a changenternal controls effected by management after Jgri2@, 2005 t
correct a material weakness arising from its inmetggion of GAAP for operating lease accounting &msehol
amortization practices.

ITEM 9B. OTHER INFORMATION
None.
PART Il
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 standing committe#fethe Board of Directors, and the Code of Bussn€snduct ar
Ethics adopted by the Board and applicable to ath@any directors, officers and employees. Requestsopies ma
be directed to Investor Relations, Dollar Generafrporation, 100 Mission Ridge, Goodlettsville, TNO32, o
telephone (615) 858000. The Company intends to disclose any amendnterthe Code of Business Conduct
Ethics, and any waiver from a provision of that €agtanted to the ComparsyChief Executive Officer or Chi
Financial Officer, on the Compargyinternet website within three business days ¥olg the amendment or waiv
The Company may elect to disclose any such amemidonevaiver in a report on Formk4filed with the SEC eithe
in addition to or in lieu of the website disclosufée information contained on or connected toGbenpanys Interne
website is not incorporated by reference into fflesm 10K and should not be considered part of this or atme!
report that the Company files with or furnisheshe SEC.

The information required by this Item 10 regarditi;e Companys directors, director nominees, ai
committee financial experts, audit committee, amdcedures for shareholders to recommend directarimees i
contained under the caption “Proposal 1: Electibibioectors—Who are the nominees this year,” What are th
backgrounds of this year’'s nominees,” “—Are themg &amilial relationships between any of the noremié “—What
are the standing committees of the Board” and “—Ghareholders nominate directors,” all in the Comypa
definitive Proxy Statement to be filed for its 20RBnual Meeting of Shareholders to be held on Mdy 2005 (th
“2005 Proxy Statement”which information under such captions is incorpedaherein by reference. Informat
required by this Item 10 regarding compliance v@tttion 16(a) of the Securities Exchange Act of4l83containe
under the caption “Section 16(a) Beneficial OwngrdReporting Compliancein the 2005 Proxy Statement, wh
information under such caption is incorporated imeby reference. Information required by this Itéthregarding tr
Company’s executive officers is contained in
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Part I, Item 4A of this Form 10-K, which informatiaander such caption is incorporated herein byreefee.
ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 regarddigector and executive compensation is containeteuthe
captions “Proposal 1: Election of Directors—How dreectors compensated” and “Executive Compensatiorthe
2005 Proxy Statement, which information under staghtions is incorporated herein by reference.

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

(@) Equity Compensation Plan InformationThe following table sets forth information abowcaritie:
authorized for issuance under the Compangquity compensation plans (including individuaimpensatio
arrangements) as of January 28, 2005:

Number of securities Number of securities remaining
to be issued upon Weighted-average exercist available for future issuance under
exercise of outstanding  price of outstanding equity compensation plans
options, warrants and  options, warrants and (excluding securities reflected in
Plan category rights (a) rights (b) column (a)) (c)

Equity compensation plans
approved by security
holders® 22,183,881 $17.53 8,311,251

Equity compensation plans
not approved by security
holders?®) 675,470 $12.68 0

Total @ 22,859,351 $17.42 8,311,251

(1) Column (a) represents shares issuable upon exeic@matstanding option and restricted stock unéngs under the 1998 Stock Incen
Plan (as Amended and Restated effective June 3, 280Modified through August 26, 2003) (the “1998ck Incentive Plan”)199t
Employee Stock Incentive Plan, 1993 Employee Stockntive Plan, 1989 Employee Stock Incentive Péarg 1995 Outside Directc
Stock Option Plan. Restricted stock units ardeskfior shares of the Company’s common stock omexfor-one basis. Accordingl
such units have been excluded for purposes of ctngpthe weightedwverage exercise price in column (b). Column (a)stsis o
8,311,251 shares reserved for issuance pursudimé tb998 Stock Incentive Plan (up to 3,763,451 loiichy remain available for issuat
in the form of restricted stock or restricted stockts).

(2) Column (a) represents shares issuable upon exeofiseutstanding option grants pursuant to the Egmlent Agreement (tt
“Employment Agreement”), effective as of April 20@3, by and between the Company and David A. PettieeCompany Chairma
and Chief Executive Officer, as well as sharestaniom stock allocated to an employee’s or a diresssaccount under the Company’
Compensation Deferral Plan, the Supplemental Re&rg¢ Plan and Directors’ Deferred Compensation Rlaa “Deferred Plans”)The
number of shares of phantom stock allocated urdebDeferred Plans for each deferral is based ofathenarket value of the Comparsy’
common stock on the date on which the shares #weatdd to the accounts. The shares of phantook sice deemed to earn ¢
dividends declared on the Compasigommon stock, and additional shares of phantocksire allocated on the dividend payment
based on the stock’fair market value. Neither the Employment Agreatmor any of the Deferred Plans have been apgrbyethe
Company’s
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shareholders. The number of securities remainiraglable for issuance under the Deferred Plansaatdry 28, 2005 is not determina
since those Plans do not authorize a maximum numbsecurities, and is not, accordingly, includadcolumn (c) above. Shares
phantom stock are settled for shares of the Compazgmmon stock on a one-fore basis. Accordingly, such shares have
excluded for purposes of computing the weightedaye exercise price in column (b).

(3) Excludes shares issuable upon the exercise of @taoding option grant contemplated by the Emplayr#greement, but made uni
the 1998 Stock Incentive Plan. Those shares ingteaihcluded in “Equity compensation plans appdaye security holders.”

As previously disclosed, the Company granted toidDAv Perdue, as a material inducement to his eympén
with the Company, 78,865 shares of restricted stouk an option to purchase 500,000 shares of constomk (th
“Non-Plan Option”).These grants, along with another option grant utitkerl 998 Stock Incentive Plan, were mac
accordance with the terms of the Employment Agreemé&he NonPlan Option was granted at an exercise pri
$12.68 per share and vests as to 166,666 sharpror2, 2005 and as to 333,334 shares on Aprd@)6, subject
alternate vesting in the case of death, disallittermination of employment. The Nétan Option will terminate ¢
April 2, 2013, subject to earlier termination updeath, disability or termination of employment. Mir. Perdues
employment is terminated due to death or disabitign the NorRlan Option will immediately vest and becc
exercisable and will remain exercisable for a kb one year (in the event of death) or three y€iar the event «
disability), subject to the earlier termination thie award in accordance with its original termioatidate. If Mr
Perdues employment is terminated by the Company for agson other than death, disability or cause ore
terminates his employment for good reason, therNibrePlan Option will immediately vest and become e»saoi¢
and will remain exercisable for a period of threenths, subject to earlier termination of the awiardccordance wi
its original termination date. If Mr. Perdgeémployment is terminated without cause or if Rrdue resigns for go
reason, each within two years following a changecamtrol of the Company, then the NBtan Option wil
immediately vest and become exercisable. If MrdBerretires, he will be allowed to exercise anytedgortion of th
Non-Plan Option for a period of three years followingls retirement, subject to the earlier terminatbthe award i
accordance with its original termination date. If. Rerdues employment is terminated by the Company for caiins
Nonr-Plan Option will immediately terminate.

For purposes of the Non-Plan Option, “cause” meanysof the reasons below, as determined by at {beest-
guarters of the entire membership of the CompaBward of Directors (and as more fully explainedMn Perdues
Employment Agreement):

« fraud, a violation of securities trading regulasasr any act resulting in an SEC investigation Whin eac!
case, the Board determines materially adversegctffthe Company or Mr. Perdsedbility to perform hi
duties;

« attendance at work in a state of intoxication opossession of any prohibited drug or substanceh
would amount to a criminal offense;

« assault or other act of violence during the coofsemployment;
« conviction of any felony or misdemeanor involvingmal turpitude; or

« the continued failure to perform substantially tiigies (other than a failure resulting from incafpadue tc
disability and excluding any failure, after goodha
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reasonable and demonstrable efforts, to meet peaioce expectations for any reason).

For purposes of the Non-Plan Option, “disabilitydams (as more fully described in Mr. Perduemploymer
Agreement) a long-term disability entitling Mr. Bee to receive benefits under the Company’s lemgy disability
plan as then in effect or if no lortgkm disability plan is in effect or if the plana@®not apply to Mr. Perdue, then
inability of Mr. Perdue, as determined by the Comypa Board of Directors, to perform the essential fioms of hit
regular duties and responsibilities with or withoesisonable accommodation due to a medically detabie physice
or mental illness which has lasted or will reasdynédst for a period of 6 consecutive months.

For purposes of the Non-Plan Option, “good reasoeéns (as more fully described Mr. Perduemploymer
Agreement):

« assignment to duties inconsistent in any matedapect with Mr. Perdug’position, authority, duties
responsibilities in effect on April 2, 2003, or aother action which results in a demonstrable dirtiam of
his position, authority, duties or responsibilifia§ without Mr. Perdue’s written consent;

« areduction in base salary or target bonus level,

« the Companys failure to continue any pension or compensatian pr arrangement in which Mr. Per
participates or the elimination of his participation any of those plans (except for acrossiibard pla
changes or terminations similarly affecting at t€28% of all of the Compang’executives, excluding M
Perdue’s individual supplemental executive retiretman);

« relocation without Mr. Perdug’ consent to any office or location other than opafitan Nashuville
Tennessee;

« the Company’s material breach of the agreement; or

« the failure of any successor to all or substantiall of the Company business and/or assets to assum
agree to perform the Employment Agreement betweerPlgrdue and the Company in the same mann
to the same extent as the Company would be reqgtarpdrform if no succession had occurred.

For purposes of the Non-Plan Option, “retirememgans either retirement from active employment \thi
Company on or after age 65 or retirement from actwnployment with the Company prior to age 65 Witk
Company’s express written consent and in accordanttethe Companys early retirement policy (if any) then
effect.

For a description of the material features of tlegdred Plans, please see Note 9 to the Consdlidratancia
Statements.

(b) Other Information. The information required by this Item 12 regaglisecurity ownership of cert:

beneficial owners and the Company’s managementngamed under the caption “Security Ownershipthe 200!
Proxy Statement, which information under such cepi incorporated herein by reference
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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@tiers”in the 2005 Proxy Statement, which information u
such caption is incorporated herein by reference

ITEM 14. PRINCIPAL ACCOUNTING 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 2005 Proxy Statement, which information urglech captio
is incorporated herein by reference.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(@) Consolidated Financial Statements (See Item 8)

(b) All schedules for which provision is made in theplmable accounting regulations
the Securities and Exchange Commission are notrezgfjunder the related instructio
are inapplicable or the information is includedhe Consolidated Financial Stateme
and, therefore, have been omitted.

(c) Exhibits: See Exhibit Index immediately followirige signature pages hereto, wt
Exhibit Index is incorporated by reference as lfyfget forth herein.
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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: April 12, 2005 By: /s/ David A. Perdue

David A. Perdue, Chairman and Chief Executive
Officer

We, the undersigned directors and officers of tlegifrant, hereby severally constitute David A.dBerani
David M. Tehle, and each of them singly, our trae &awful attorneys with full power to them and leaxf them t
sign for us, and in our names in the capacitiexatdd below, any and all amendments to this AnRegdort on Fort
10-K filed with the Securities and Exchange Comioiss

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

/sl David A. Perdue Chairman and Chief Executivgril 12, 2005
Officer (Principal Executive

DAVID A. PERDUE Officer)

/sl David M. Tehle Executive Vice President andApril 12, 2005
Chief Financial Officer

DAVID M. TEHLE (Principal Financial and

Accounting Officer

/sl David L. Bere Director April 12, 2005
DAVID L. BERE

/sl Dennis C. Bottorff Director April 12, 2005
DENNIS C. BOTTORFF
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/sl Barbara L. Bowles Director April 12, 2005
BARBARA L. BOWLES

Director
JAMES L. CLAYTON
/sl Reginald D. Dickson Director April 12, 2005
REGINALD D. DICKSON
/sl E. Gordon Gee Director April 12, 2005
E. GORDON GEE
/sl Barbara M. Knuckles Director April 12, 2005
BARBARA M. KNUCKLES
/sl J. Neal Purcell Director April 12, 2005
J. NEAL PURCELL
/sl James D. Robbins Director April 12, 2005
JAMES D. ROBBINS
/sl David M. Wilds Director April 12, 2005

DAVID M. WILDS
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3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

EXHIBIT INDEX

Amended and Restated Charter (incorporate@feyence to the Company’s Annual Report on ForriK X6r
the fiscal year ended January 30, 2004, filed Ma&;h2004).

Bylaws (incorporated by reference to the CamfgaQuarterly Report on Form 1Q-for the quarter end
August 2, 2002, filed August 28, 2002).

Sections 7, 8, 9, 10 and 12 of the Company®Aded and Restated Charter (included in Exhibijt 3.

Rights Agreement, dated as of February 29, 200@ydsn Dollar General Corporation and Registrar
Transfer Company (incorporated by reference tdbmpany’s Current Report on FornK8iled February 2¢
2000).

Indenture, dated as of June 21, 2000, by and arbofgr General Corporation, the guarantors namedeth
as guarantors, and Wachovia Bank, National Assoadigformerly known as First Union National Bank¥
trustee (incorporated by reference to the CompaRg@istration Statement on Form S-4 filed Augusgano).

First Supplemental Indenture, dated as of July Z®)0, by and among Dollar General Corporation
guarantors named therein, as guarantors, and WacBawk, National Association (formerly known assl
Union National Bank), as trustee (incorporateddfgnence to the Company’s Annual Report on ForniK I6r
the year ended January 31, 2003, filed March 10320

Second Supplemental Indenture, dated as of Jun@QB, by and among Dollar General Corporation
guarantors named therein, as guarantors, and WacBawk, National Association (formerly known assl
Union National Bank), as trustee (incorporateddfgnence to the Company’s Annual Report on FornK I6r
the year ended January 31, 2003, filed March 10320

Third Supplemental Indenture, dated as of June2R02, by and among Dollar General Corporation
guarantors named therein, as guarantors, and WacBawk, National Association (formerly known assl
Union National Bank), as trustee (incorporateddfgnence to the Company’s Annual Report on ForniK I6r
the year ended January 31, 2003, filed March 10320

Fourth Supplemental Indenture, dated as of Decetibhe2002, by and among Dollar General Corporatiog
guarantors named therein, as guarantors, and WacBawk, National Association (formerly known assi
Union National Bank), as trustee (incorporateddfgnence to the Company’s Annual Report on FornK I6r
the year ended January 31, 2003, filed March 10320

Fifth Supplemental Indenture, dated as of May 2B)3 by and among Dollar General Corporation,

guarantors named therein, as guarantors, and WiacBawk, National Association (f/k/a First Union tideal
Bank), as trustee (incorporated by reference to the
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Company’s Quarterly Report on Form 10-Q for thertgreended August 1, 2003, filed August 29, 2003).

4.9

10.1

10.2

10.3

10.4

10.5

10.6

10.7

Sixth Supplemental Indenture, dated as of July 2(8)3, by and among Dollar General Corporation
guarantors named therein, as guarantors, and WiacBawk, National Association (f/k/a First Union tideal
Bank), as trustee (incorporated by reference taQbmpany’s Quarterly Report on Form @QOfor the quarte
ended August 1, 2003, filed August 29, 2003).

Amended and Restated Revolving Credit Agreemenéddas of June 30, 2004, by and among Dollar G¢
Corporation, the lenders from time to time partiesreto, Keybank National Association, Bank of Ao,
N.A., U.S. Bank National Association, AmSouth Baarkd SunTrust Bank (incorporated by reference t
Company’s Quarterly Report on Form 10-Q for thertgraeended July 30, 2004, filed August 26, 2004).

Sale and Purchase Agreement, dated as of JuneOQ, athong Dollar General Corporation as Lesset
Seller, FU/DG Fulton, LLC, as Lessor, and Firstd&unCommercial Corporation, as Head Lessor (incarec
by reference to the Company’s Annual Report on FboK for the year ended February 2, 2001, filed Jay
14, 2002).

Sale and Purchase Agreement, dated as of JuneOQ, athong Dollar General Corporation as Lesset
Seller, FU/DG Indianola, LLC, as Lessor, and Fitsnion Commercial Corporation, as Head Le
(incorporated by reference to the Company’s ReporEForm 10K for the year ended February 2, 2001, 1
January 14, 2002).

Lease Agreement, dated as of June 1, 2000, betweeDG Fulton LLC, as Lessor and Dollar Gen
Corporation, as Lessee (incorporated by referemt¢lee Company’s Annual Report on Form K @er the yea
ended February 2, 2001, filed January 14, 2002).

First Amendment to Lease Agreement dated as of iMbee 22, 2002, between Townsend Fulton, LLC
Lessor, and Dollar General Corporation, as Lesseerporated by reference to the Companikhnual Repo
on Form 10-K for the year ended January 31, 20@8| March 19, 2003).

Lease Agreement, dated as of June 1, 2000, betgddG Indianola, LLC, as Lessor and Dollar Ger
Corporation, as Lessee (incorporated by referemt¢lee Company’s Annual Report on FormK@er the yea
ended February 2, 2001, filed January 14, 2002).

First Amendment to Lease Agreement dated as of Mbee 22, 2002, between Indianola DG Property, |

as Lessor, and Dollar General Corporation, as lee¢seorporated by reference to the Companghnua
Report on Form 10-K for the year ended Januar28@3 filed March 19, 2003).
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10.8 Purchase and Sale Agreement, dated as of May ZX8, 2y and between Dollar General Corporation
Principal Life Insurance Company (f/k/a Principatitdal Life Insurance Company) (incorporated by nexfiee
to the Company’s Quarterly Report on FormQ®er the quarter ended August 1, 2003, filed Aud® 2003’

10.9 1989 Employee Stock Incentive Plan, as anmer(deorporated by reference to the CompaniProx
Statement for the June 13, 1989, Annual Meetin§totkholders).*

10.10 1993 Employee Stock Incentive Plan (incafeat by reference to the Compani?roxy Statement for the Ji
7, 1993, Annual Meeting of Stockholders).*

10.11 1993 Outside Directors Stock Option Plandiporated by reference to the Compariytoxy Statement for t
June 7, 1993, Annual Meeting of Stockholders).*

10.12 1995 Employee Stock Incentive Plan (incafeat by reference to the Compani?roxy Statement for the Ji
5, 1995, Annual Meeting of Stockholders).*

10.13 1995 Outside Directors Stock Option Plandiporated by reference to the Comparyioxy Statement for t
June 5, 1995, Annual Meeting of Stockholders).*

10.14 1998 Stock Incentive Plan, as amended and resgédtective June 2, 2003, and as further modifiedugt
August 26, 2003 (the “1998 Stock Incentive Planficérporated by reference to the Compan@uarterl
Report on Form 10-Q for the quarter ended Augu2003, filed August 29, 2003).*

10.15 Form of Stock Option Grant Notice in conim@tiwith option grants made pursuant to the Comjmip9t
Stock Incentive Plan (incorporated by referenceh® Company’s Quarterly Report on Form QOfor the
guarter ended October 29, 2004, filed Decembef64 2*

10.16 Form of Restricted Stock Award Agreement in conioectvith restricted stock grants made pursuantht
Company’s 1998 Stock Incentive Plan (incorporatgddierence to the ComparsyQuarterly Report on Fol
10-Q for the quarter ended October 29, 2004, fledember 6, 2004).*

10.17 Form of Restricted Stock Unit Award Agreement imection with restricted stock unit grants mad
employees pursuant to the Company’s 1998 StockntiveePlan (incorporated by reference to the Comgjman
Quarterly Report on Form 10-Q for the quarter en@etbber 29, 2004, filed December 6, 2004).*

10.18 Dollar General Corporation CDP/SERP Plan (as antknded restated effective November 1, 2
(incorporated by reference to the Company’s Quigrieeport on Form 1@ for the quarter ended October
2004, filed December 6, 2004).*

10.19 Dollar General Corporation Deferred Compgosdlan for NonEmployee Directors (as amended and res
effective November 1, 2004) (incorporated by rafeeeto the
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Company’s Quarterly Report on Form 10-Q for thertgreended October 29, 2004, filed December 6, 2604

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

Dollar General Corporation 2004 Bonus Piacofporated by reference to the CompanQuarterly Report ¢
Form 10-Q for the quarter ended October 29, 20t December 6, 2004).*

Dollar General Corporation Supplemental Executiveability Insurance Program (incorporated by refeeetc
Item 1.01 and Exhibit 99 to the Company’s Currep®t on Form 8< dated December 7, 2004, fi
December 8, 2004).*

Dollar General Corporation Supplemental Eiee Disability Insurance Program (Pre-2005).*
Dollar General Corporation Supplemental Eiee Life Insurance Program.*

Dollar General Corporation Domestic Relaratolicy for Officers.*

Summary of Director Compensation (as of dgn8, 2005).*

Summary of Named Executive Officers’ Sata(effective April 1, 2005).*

Employment Agreement, effective as of April 2, 2008 and between Dollar General Corporation andid
A. Perdue (incorporated by reference to the ComigaQuarterly Report on Form 1Q-for the quarter end
May 2, 2003, filed May 29, 2003).*

Supplemental Executive Retirement Plan for David Perdue, effective April 2, 2003 (incorporated
reference to the Company’s Quarterly Report on Fb@Q for the quarter ended May 2, 2003, filed May
2003).*

Restricted Stock Agreement, dated April 2, 2003,abd between Dollar General Corporation and Dav.
Perdue (incorporated by reference to the Compa@yarterly Report on Form 1Q-for the quarter ended M
2, 2003, filed May 29, 2003).*

Nonqualified Stock Option Agreement, dated April2D03, by and between Dollar General Corporatioad
David A. Perdue (incorporated by reference to then@any’s Quarterly Report on Form @Dfor the quarte
ended May 2, 2003, filed May 29, 2003).*

Employment Agreement, effective June 7, 2004, ly laetween Dollar General Corporation and David @
(incorporated by reference to the Company’s Quigrieeport on Form 1@ for the quarter ended July
2004, filed August 26, 2004).*

Employment Agreement, effective March 1, 2004, bg detween Dollar General Corporation and Katf
Guion.*

Employment Agreement, effective March 15, 2005,abg between Dollar General Corporation and Sus
Lanigan.*
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10.34 Employment Agreement, effective March 1, 2004, hy &etween Dollar General Corporation and Ston
O’Briant (incorporated by reference to the CompanQuarterly Report on Form 1D-for the quarter end
April 30, 2004, filed May 27, 2004).*

21 Subsidiaries of the Registrant.

23 Consent of Independent Registered Public Adoagifrirm.

24 Power of Attorney (included as part of the aigne page).

31 Certifications of CEO and CFO under ExchangeRude 13a-14(a).
32 Certifications of CEO and CFO under 18 U.S &

* Management Contract or Compensatory Plan
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Summary of
Dollar General Corporation Supplemental Executive Dsability Program
(Pre-2005)

Dollar General Corporation (the “Companytias purchased individual disability policies foe tfollowing named executi
officers: David Perdue, Chairman and Chief Exeau®fficer, and Stonie @riant, Executive Vice President of Merchandis
Marketing and Strategic Planning. These policiesewpurchased prior to the establishment on Decer@be2004 of th
Companys Supplemental Disability Program for officers amdtain highly compensated employees. These psligilk continue
on an individual basis and the Company will congipaying premiums.

Prior to December 7, 2004, the Company establighedpplemental disability program for officers wahnual base salar
greater than $400,000. UnumProvident was the imsergrovider and issued individual disability iresace policies to eligib
officers. The Company pays the premiums and atessgs up these payments to cover required takbs supplement
disability program was effective for policies weitt prior to January 1, 2005.

This program provides a disability income benefiat least age 65 and generally in the amount & 6Dbase salary as offset
the amount of any other disability income proteactfrovided to employees on a group or individuaisaincluding withot
limitation the Company's longerm disability plan for exempt salaried employeékhe disability insurance is subject
individual underwriting. The specific amount sfipplemental disability coverage available to blgiofficers under the
policies is the lesser of 60% of base salary inesgcof $400,000; $5,000 per month; or the maximumouat of coverac
permitted by the insurance provider based on itgimam issue and participation underwriting guidein Prior to January
2005, the Company's group lotgrm disability plan for exempt salaried employgesvided a benefit of up to 60% of b
salary with a maximum of $20,000 per month. Effextlianuary 1, 2005, the maximum was reduced td805er month and
new supplemental disability program was established

Summary of
Dollar General Corporation Supplemental Executive life Insurance Program

Dollar General Corporation (the "Company") previgusstablished a supplemental life insurance progfar officers. Unde
this program, the Company pays premiums on supplahéndividual life insurance policies written Byhio National Life
Insurance Company for all officers. The Companyspae premiums and also grosses up these payhoecaser required tax
on these premiums. The death benefit provided utids program is equal to 2.5 times annual basarysareduced by tt
amount of the group life insurance benefit. Culfyerthe Companyprovided group life insurance plan for exempt dati



employees provides a benefit of $50,000. Theitigirance coverage offered through the suppleméfgahsurance program
subject to individual underwriting.

The specimen policy currently intended to be usedfl policies issued after January 28, 2005 igmth below.




We will pay the death proceeds to the beneficiéigr ave receive due proof that the insured diedewfiis contract
was inforce. If the insured is living on the matudate, we will then pay the cash surrender vatugne owner.
Our home office is at One Financial Way, Cincinn@fnio 45242.

/sl /sl
Secretary President

20 Day Right To Examine The Policy: You have a right to cancel this contract withind&ys after you receive it.

You may return it to us or to our agent for angse@n within those 20 days. The contract will thertreated as thou
it were never issued. We will then refund the prems that were paid to us.

Flexible Premium Adjustable Life Insurance Policy
Nonparticipating
Adjustable Death Benefit Payable Before Maturitytdda
Cash Surrender Value, if any, Payable on Maturigteéif Insured is Then Living
Flexible Premiums Until Maturity Date
Stated Amount: Page 3
Maturity Date: Age 95
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Policy Contents

Policy Specifications
Option Tables

Table of Guaranteed Maximum Cost of
Insurance Rates

General Terms And Definitions

Contract Months and Years
Maturity Date

No Lapse Premium

Notice

Option

Payee

Proceeds

Process Day

Pronouns

Proof You Can Be Insured

General Provisions

Ownership

Assignment
Beneficiary

Contract

Annual Account Report

Premiums

Payment

Net Premium

Planned Premiums

Extra Premiums

Maximum Premiums

No Lapse Guarantee

Policy Changes Affecting the No
Lapse Premium

Grace Period

Reinstatement

Benefits

Death Proceeds Choices
Changes In Coverage

Change of Proceeds Plan
Continuation of Coverage

Nonforfeiture

Cash Value

Monthly Charges

Interest Credits

Cost of Insurance

Cost of Insurance Rate

Net Amount at Risk
Determination of Values
Surrender and Cash Surrender Value
Surrender Charge

Surrender Charge On Decreases
Partial Surrender

Deferral of Surrender

Paid-up Term Insurance

Paid-up Life Insurance



Loans

Availability

Loan Value

Interest

Repayment
Termination of Contract

Claims

Payment of Proceeds
Misstatement of Age or Sex
Proceeds Protection
Incontestability
Suicide

Proceeds Payment Options

Choice of Options

Minimum Amounts

Description of Options
Proceeds at Interest
Payments for a Certain Period
Life Income

Payments of a Certain Amount
Joint and Survivor Life Income
Alternate Life Income

Death of Payee
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General Terms And Definitions

Contract Months and Years

This contract takes effect on the contract datevehan page 3. Contract months and years are méntetdthe
contract date. The first day of the contract yedhe contract date and its anniversaries.

Maturity Date

The policy anniversary on which you attain age 9% will pay you the cash surrender value on tlagt ¢ess any
loans in effect.

No Lapse Premium

The no lapse monthly premium is shown on pagel8 Ao lapse premium requirement must be met in etitte firs'
3 contract years or for 3 years after any incréaseep the no lapse guarantee in effect.

Notice

A notice required by this contract must be in weritform acceptable to us. A notice takes effe@msigned; but it is
subject to any payment made or action taken byetm® we receive it.

Option
Payment of the proceeds other than in one sum.

Payee

The person to whom payments are made under amogfithe option is a life annuity, the payeehs person on
whose life the option is based.

Proceeds

The amount payable on the first of these: (1)eswder of the contract; (2) death of the insured3dthe maturity
date.

Process Day
The first day of each contract month. Monthly des and credits are made as of each process day.

Pronouns
"Our", "us", or "we" means Ohio National Life Asauace Corporation. "You", "your" or "yours" meahs insured.

If the insured are not the owner, "you", "your™gours" means the owner when referring to contriggtts, payments
and notices.

Proof You Can Be Insured

When this contract requires you to send us praatfybu can be insured, the proof must be acceptahls. We will
supply forms or instructions for you to give suchqi. No new stated amount or reinstatement fackviiou apply
will take effect until we approve your applicatiod/e must find that you are in an acceptable riaskx Unless we
adopt other rules, your risk class must be at leagiood as it was when we last approved you gurance.

rr91-QL-2Ohio National Life Assurance Corporatiopace8




General Provisions

Ownership

The owner has all contract rights while the insusdd/ing. After the insured's death, the ownelydchas those rights
set forth in theBeneficiary andProceeds Payment Optionsections. The owner may act without the conseat of
revocable beneficiary or contingent owner. The emmay name a contingent owner or new owner byadt us.

Assignment

You may assign your rights under this contractezsigty for a loan or debt. We are not bound bassignment
unless we receive notice of it. The person to wiyomassign your rights has a first claim on prosesghead of you
and your beneficiaries except for irrevocable biereies named prior to the assignment.

Beneficiary

You may name beneficiaries in the application onbtice to us. Unless otherwise provided in theliagtion or in a
later writing, beneficiary designations are revdeamnd the owner may change them at any timehelbivner is not
the insured, the owner may name or change revobaileficiaries by notice to us at any time up tawé@s after your
death.

Beneficiaries have rights in the order named. {Dgent beneficiaries will only receive proceedsafprior
beneficiary survives you. The rights of a benafigiwho dies before you will pass to living bengdies of the same
class. If no beneficiary survives you, death peadlsewill be paid to the owner.

Contract

Your application and payment of premiums are yaunstderation for this contract. The entire coritragour
application and this policy. A copy of your appglion is attached. You represent that the statesswmeade in your
application are true as far as you know and belidét, you do not warrant the truth of statemenésle in good faitr
We cannot base denial of a claim on any stategmnmake unless it is contained in an attachedeifn.

The contract cannot be changed nor our rights wagxeept in writing signed by one of our officers.

Annual Account Report

We will send you a report at least once each yeawmg, as of the date of the report: (1) the cadbe; (2) the cash
surrender value; (3) interest credited since therkport; (4) premiums paid since the last re@djtcharges made
since the last report; and (6) loans in effect. Wilesend reports more than once a year if youfaskhem. We may
charge a fee for such extra reports.

You may ask us in writing at any time for a comelptoposal showing tables of cash values and deaigfits based
on guaranteed and current rates as well as any m#icessary assumptions. We may charge a reasdealfor this
service.
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Premiums

Payment

Your first premium is due on the contract date.e@n-lapse premium must be paid to put this coninaeffect. The
first premium may be paid to our agent or sentuolmme office. Premiums after the first must b&lgo our home
office. We will give you a receipt signed by orfeoar officers. Premiums are payable in advancaefperiod to
which they apply.

Net Premium
The net premium is the premium paid less any apblecstate premium tax charge shown on page 6A.

Planned Premiums

You may pay planned premiums each year, or evengiths or 3 months. We will send you a noticeanfteplanned
premium. We may also allow other premium paymdsniga You may change your planned premium amauritpw
often it is to be paid, by sending us notice ofchange. We may limit the amount of increase mrymdanned
premium. Each planned premium must be at least $25

Extra Premiums

You may pay extra premiums (more than plannedhwatiane prior to the maturity date. If you havian, extra
premiums will first be applied to reduce or pay thi¢ loan. We may limit the amount and numbemxtfaepremiums
which may be paid.

Maximum Premiums

Premiums that can be paid under this contract eambmore than allowed by the federal law thatrdefilife
insurance. We will set the maximum premium alloweadh year. If a premium payment would exceednti@gsimum
you can increase your stated amount to allow ttesnpum. To do this, you must apply in writing asehd us proof
you can be insured. If you do not increase yoatestamount, we will refund premium in excess efrtraximum to
you.

No Lapse Guarantee
This contract will not end in the first 3 contrgetars or for 3 years after any increase in thedtamount if on each
process day (a) is not less than (b) where:
(a) is the sum of all premiums paid since the i@mtdate or any increase less any partial surreredel less
any loan amount, and
(b) is the sum of the no-lapse monthly premiumsesithe contract date, or any increase includiegithlapse
monthly premium for the current process day.
Although we will determine each month whether arymu have met the no-lapse premium requiremeni,dgonot
have to pay premiums monthly.

Policy Changes Affecting the No Lapse Premium

The no-lapse monthly premiums will be affected by ahange in stated amount or change of proceatts phe no-
lapse premium may also be changed when a rideldiscato or removed from this contract. You willrsified of the
new no-lapse premium which applies from the dathefchange.
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Grace Period

A premium is due on any process day on which tisé sarrender value, less loans in effect, is nough to cover the
charges then due. The required premium will ethmlamount necessary to allow the cash surrendiee ess loans
in effect to cover 2 monthly charges. We will mglu, and any assignee of record, notice of theusundue. The
contract will stay inforce for 61 days after theedlate of the required premium, or, if later, ugfildays after notice
the amount due has been mailed, but not past theritgadate. If you do not pay the required premiby the end of
this grace period, the contract will end with nduea We will send you a notice before the conteaxds. If death
occurs during a grace period, any required prenthan due will be subtracted from the death proceeds

The contract will not lapse if the no-lapse guagans in effect.

Reinstatement

If this contract ends for failure to pay a requiprdmium, you may reinstate it within 5 years if:
(1) you apply to reinstate this contract and seshg@roof you can be insured; and

(2) we approve your application; and
(3) you pay enough premium to keep the contrdotae for at least 2 months; and
(4) you pay the monthly charges due from the gpmreod; and
(5) you pay or reinstate any loans then in eff@tt interest at 6% per year.
You may not reinstate this contract after the mbtuiate.

Benefits

Death Proceeds Choices

Plan A. If you have Plan A, the death proceeds equalatgel of. (1) the stated amount on the date of geath; or
(2) the cash value plus a percentage of the cdsbk which varies with your attained age accordmthe table below.
Death proceeds will be reduced by any loans ieceff

Plan B. If you have Plan B, the death proceeds equalatyzi of: (1) the stated amount plus the cashevaituthe
date of your death; or (2) the cash value plusregogage of the cash value which varies with ydiairzed age
according to the table below. Death proceedsheilteduced by any loans in effect.

The stated amount is shown on page 3.

Attained Attained Attained

Age % Age % Age %

0-40 150 54 57 68 17
41 143 55 50 69 16
42 136 56 46 70 15
43 129 57 42 71 13
44 122 58 38 72 11
45 115 59 34 73 9
46 109 60 30 74 7
47 103 61 28 75-90 5
48 97 62 26 91 4
49 91 63 24 92 3
50 85 64 22 93 2
51 78 65 20 94 1
52 71 66 19 95 0
53 64 67 18
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Changes In Coverage

At any time after the first contract year, you nmaguest a change in the stated amount to increadeceease your
coverage. The change must be at least $5,000e #pprove the change, we will send you noticdefchange. The
change will take effect on the first day of the neontract month. We may limit you to 2 changesqmatract year.
Increase. To request an increase in the stated amount, ysi apply in writing and send us proof you canrseired
A new no-lapse guarantee will take effect on thee af increase.
Any premium paid contingent upon our approval oframrease in stated amount will be held by us, euthnterest,
until the increase takes effect. Premium will ppleed to the increase in proportion of (a) to\{ihere:

(a) is the no-lapse premium for the increase; and

(b) is the no-lapse premium for the original slaaenount plus the no-lapse premium for all increasestated
amount.
Decrease.To request a decrease in the stated amount, semotige to do so. Any decrease will be appliesirasg
prior increases in the reverse order in which tioegases were made. You may not decrease thd atataunt to less
than the minimum stated amount shown on page 8urfender charge will be taken for decreases.

Change of Proceeds Plan

At any time after the first contract year, you ntémange from Plan B to Plan A by notice to us. Staged amount wi
then be increased by an amount equal to the cdsé oa the date of the change. At any time aferfirst contract
year, you may change Plan A to Plan B by noticgsto The stated amount will then be decreased layreount equal
to the cash value on the date of change. Wherhaege your proceeds plan, we will send you notideechange.
You may not make a change that will decreasettditedsamount to less than the minimum stated anshown on
page 3.

Continuation of Coverage

You may choose to continue your contract up to d&ry after age 100. You must give notice to usrbedge 100.
The death proceeds after the maturity date wileéthe cash value less any loans in effect oml#te of death.

Nonforfeiture

Cash Value

The cash value is: (1) the cash value as of tioe process day less the charges on that procgsplds (2) net
premiums received since the prior process day; (@umterest on items (1) and (2).

Monthly Charges

The charges for a contract month are: (1) the @osisurance for the month (which includes thergha for any
riders); plus (2) a contract maintenance chargghas/n on page 6A.

Interest Credits

Each month, we will credit interest on the caslugadt an effective rate of 4.0% per year. We nmgojyaa rate of
more than 4.0% per year to any cash value greéaerthe amount of any loans in effect. We mayypphte of mor
than 4.0% per year to any cash value less thagual ¢o the amount of any loans in effect. Inteogsthe net
premium is credited from the date the premium ¢ereed at our home office.
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Cost of Insurance

We calculate the cost of insurance for each mosibf @ach process day. The cost of insurancénéoinitial stated
amount is determined separately from the costdohencrease in stated amount.
The cost of insurance equals (1) @est of Insurance Rate times (2) theNet Amount at Risk.

Cost of Insurance Rate

The cost of insurance rate (or any change in saie) for each stated amount is based on the Insuféji sex; (2)
attained age on the contract date and on the e#edate of each increase in stated amount; (3jirtie elapsed since
the contract date and since each increase in sdatednt; and (4) rate class.

We may change the cost of insurance rates. Anggehan the cost of insurance rates will be unifgragpplied to all
policies of this class. We may not increase tesrto more than those shown in the table of mygmgbéranteed cost
of insurance rates on page 6. The guaranteedaeddssed on the 1980 Commissioners' Standard&@ydinortality
table for Smokers or Nonsmokers.

Net Amount at Risk

The net amount at risk on any process day equaldehth proceeds divided by 1. 0032737 less thecdse.

If you have Plan A and the stated amount has bemeased, the cash value will first be appliedragahe initial
stated amount to determine the net amount at tfskie cash value is more than the initial staetetbunt, the excess
will be applied against each increase in the statedunt in the order made.

Determination of Values

Minimum cash surrender values are calculated usied 980 Commissioners' Standard Ordinary morttditye for
Smokers or Nonsmokers with interest at the rate 626. A detailed statement of the way we compash surrender
or loan values has been filed with your state iasae officials. All values comply with state lawdsare at least as
great as the minimum required by law.

Surrender and Cash Surrender Value

While you are living and before the maturity datey may request the surrender of this contractdiice to us. The
surrender will take place as of the next procegs dde will then pay you the cash surrender valess any loans in
effect. The contract will then end. The cashender value is the cash value less our surren@egeh If the
surrender charge is greater than the cash valeeaith surrender value is zero. If your contsabeyond the end of
the no-lapse guarantee period and your cash s@reatle is zero, your contract will lapse withvadue.

Surrender Charge

We will take a surrender charge if you surrendemyaontract. The surrender charge varies by conyiear and is
shown on page 6A.

If the stated amount is increased, there will badditional surrender charge. This charge wilbhsed on your age at
the time of each increase. We will send you naticihe new surrender charge when an increasede man
additional surrender charge equal to one yeaesdst credited in excess of 4.0% may also be takers.

Surrender Charge On Decreases

If you decrease your stated amount, a portion@stirrender charge will be deducted from your eashe. This
deduction is equal to the surrender charge foptrgon of stated amount being decreased. Thesder charge that
remains will be the surrender charge that appti¢ee remaining stated amount.
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Partial Surrender

After the first contract year, you may surrendat péthis contract for cash while the insuredtilf kving and before
the maturity date. You may not do this more thaicd in any contract year. The amount of a pastistender may
not exceed: (1) the cash surrender value; ledodB¥ in effect; less (3) enough to cover the Raxionthly charges;
and less (4) the $25 partial surrender service Y&e.will subtract the amount of a partial surrerfdem the cash
value of each increase in the stated amount ineerse order in which increases were made. Téleaue is
reduced by the amount of partial surrender. If gaue Plan A, the stated amount is also reducetdgmount of
partial surrender.

No partial surrender will be made which reducesstiaged amount below the minimum stated amount slmwpage
3. We will charge a service fee of $25 for eacttiglasurrender. If a surrender charge is in dffan added partial
surrender charge will also be made on the amoup&audial surrenders in a contract year that is ntioae 10% of the
cash surrender value as of the end of the priotracinyear. This added partial surrender chardgjeegyual a partial
surrender ratio multiplied by the surrender chargke partial surrender ratio equals: (1) the amofipartial
surrender in excess of 10% of the cash surrendee @& of the last day of the prior contract ydanded by (2) the
cash surrender value. The surrender charge wiktheced by the added partial surrender charge.

Deferral of Surrender

We may defer payment of the cash surrender valua $oirrender or partial surrender for up to 6 remtfter we get
your notice. If we defer for more than a montke tash surrender value will bear interest at tteeab4.5% per year.

Paid-up Term Insurance

If you stop paying premiums, the contract can cwd@iand operate as paid-up term insurance. Théhigaharges
for calculating the cost of paid-up term insurangébe the same as those in effect when premiumeveing paid.
The paid-up term period will run for as long as surrender value less loans will purchase teroramee protection,
but not past the maturity date.

Paid-up Life Insurance

On any process day you may use the cash surrealler kess any loans in effect as a net single pnentd purchase
paid-up life insurance to mature as an endowmeag@tl00. The insurance will begin on that prodess The
amount of insurance will be that which the cashender value less any loans in effect will buy a®asingle
premium at the insured's then attained age. Tgtisromay not be elected if the amount of paidifeihsurance
purchased would be less than $1,000. At any tiitee tis option is elected the cash surrenderevalill be the
amount of paid-up life insurance times the netlsipgemium for paid-up life insurance at the théaiaed age of the
insured. The net single premiums are based oh386 Commissioners' Standard Ordinary mortalityetédr
Smokers or Nonsmokers and 4.0% interest.

Loans

Availability

By notice to us, you may borrow against the lodneaf this contract on any process day. We mégrgemyment of
loans for up to 6 months after we get your notiéée can not defer a loan to pay premiums on anyrachissued by
us. Loans are made on the security of this conéisgigned to us.
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Loan Value

The loan value is the cash surrender value lessuitmeof (1) any loans in effect plus (2) enoughdwer the next 2
monthly charges.

Interest

The interest charged on loans is shown on pagdatérest is due in advance each year unless we ag@her terms.
When a loan is made, we will include the inteteeh due in the amount of the loan. Interest aad prhen due is
added to the loan balance.

Repayment

You may pay back a loan at any time before we paycbntract proceeds. Loans which have not yet pael back
will be repaid from death or maturity proceeds.

Termination of Contract

If your loan balance exceeds the cash surrendeeytiis contract will end 31 days after we maticeof
termination. Such notice will be sent to you atiylast known address and to any assignees ofdecor

Claims

Payment of Proceeds

Death proceeds will be paid within 30 days afteraaeive due proof of the death of the insured.

Proceeds are paid at our home office. Paymenbwithade in one sum unless an option is chosemer®ler of the
contract or proof of the interest of the claimamtboth, are required before proceeds are paid.

Death proceeds include interest at the rate adamtl4.5% per year, or any higher rate requireldwyfrom the date ¢
death to the date proceeds are paid or applied amdeption.

Misstatement of Age or Sex
If the insured's age or sex was misstated, théngeateeds will be 1.0032737 times the sum of:

(1) the cash value; and

(2) the net amount at risk on the date of deathiphied by an age adjustment ratio.
The age adjustment ratio is: (a) the cost of imsce charged on the process day nearest the dagatbf, divided by
(b) the cost of insurance that should have beergelaat the insured's true age. In no case vélhiijusted proceeds
be less than the cash value plus a percentage cbth value which varies with the insured's tttagreed age
according to the table on page 10.
If the misstatement is found before the insuredatlt, we will charge from that time the cost ol ce for the
insured's true age and sex based on the origat@dsamount.

Proceeds Protection

No one may commute, assign or encumber the proaeersh surrender value unless this contracteages. As fa
as allowed by law, no creditor may claim the prasee
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Incontestability

We may not contest this contract due to a falgest@ant, material to the risk, which was made inryapplication for
an amount of insurance if: (a) the insured liveserthan 2 years after such amount takes effedt(l@the contract i
inforce at the time of the insured's death.

We may contest this contract based on any falsenstéant made about the insured's smoking statusdemv (a) the
statement is made a part of this contract at er #fie issue date; and (b) the insured dies withiaars after the
statement is made part of the contract.

Suicide

If the insured dies by suicide while sane or insareewill not pay any stated amount or increasgtéited amount
which has been in effect for less than 2 yearshdfsuicide is within the first 2 contract yeaws, will pay as death
proceeds the cash surrender value or, if grediepriemiums you paid minus any loans or partiaksers. After
that, we will pay the death proceeds of any coveralgich has been in effect for more than 2 ye&rsy premium
applied to an increase which has been in effede&s than 2 years before the suicide will be redan

Proceeds Payment Options

Choice of Options

By Owner. The choice or change of an option requires natiaes. If the owner is not the insured, the ownay
choose or change an option while the insured isdior up to 60 days after the insured's deatlanlbption is chosen
for death proceeds, the payee, or one of the pageest be the beneficiary. A beneficiary chang®kes any option
chosen for the beneficiary.
By Others. If you did not choose an option, the beneficiaigymo so. An assignee may not choose or change an
option. Proceeds to an assignee will be paid exsam.
Proceeds to be paid to a corporation may be apphedeér option 2 or 4 with the corporation, the nesluor the
insured's spouse or child as payee. If we agree:

(1) anyone else related to the insured by bloaunamriage may be the payee; or

(2) the corporation may also choose option 3 with any of these related persons as payee andpaitments
made to the corporation or to the payee.

Proceeds to be paid to a partnership, associdtigige or estate may be paid under an optione@same basis as for
a corporation.

Minimum Amounts
If payments to a payee would be less than $25, ae pay less often so that each payment will beast|$25.

Description of Options

We will endorse this contract or issue a hew canioa certificate to show the terms of any optidrne option date is
the date proceeds come due or a later date whicheguest and we approve. The life income optaoadased on tl
payee's sex and age. We may require proof of egmpge and survival.
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Proceeds at Interest
Option 1
We will hold the proceeds at interest at the r&#¢.5% per year. We may determine and announcdgheehrate from
time to time. Interest will be paid, as choserhegear, or every 6 months, 3 months or 1 montimftioe option date.
Under the terms of the option, we may limit:

(1) the payee's right to withdraw the proceedd; an

(2) the length of time proceeds are to be held.
Interest to be paid on each $1,000 held by ushsill

Annual Semiannual Quarterly Monthly
$45.00 $22.25 $11.07 $3.67

Payments for a Certain Period

Option 2

We will make equal payments for a stated numbeeafs. Payments will be made, as you choose,yashor ever
6 months, 3 months or 1 month. Payment amountsased on the option 2 table on page 5. Thefdagiment is due
on the option date. Under the terms of the optiamay limit the payee's right to withdraw theqaeds.

Life Income

Option 3

The first payment is due on the option date. Paramounts are based on the option 3 table onpage
Nonrefund. We will make payments in the same amount eachmwahtle the payee is living. No more
payments are due after the payee's death.
Guaranteed Period. We will make payments in the same amount eachmfont5, 10 or 20 years, as you
have chosen. After that, we will still make payitsein the same amount each month for as long gsayee i
living.
Installment Refund. We will make payments in the same amount each imamiil the sum of all payments
equals the proceeds applied under this optionerAlftat, we will still pay each month for as lorgythe payee
is living.

Payments of a Certain Amount

Option 4

We will make payments in the same amount, as yoos# each year, or every 6 months, 3 months arrithhuntil

all the proceeds are paid. The amount of each paywmill be as you have chosen and we have appréwtstest will

be added to the proceeds at the rate of 4.5% peroyethe unpaid balance. We may determine andusrwe a higher

rate from time to time. The first payment is duetloe option date. The last payment will equalithpaid balance of
proceeds. Under the terms of this option, we nmait the payee's right to withdraw the proceeds.
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Joint and Survivor Life Income

Option 5

These options are for 2 payees. The first paynsethie on the option date. Payment amounts aedl@sthe option

5 table on page 5.
Joint Guaranteed Period 10 Years.We will make payments in the same amount each mfontl0 years.
After that, we will still make payments in the saamount each month for as long as one of the pagee
living.
Joint and Full. We will make payments in the same amount each masitong as one of the payees is living.
Joint and 2/3. We will make full payments in the same amount eaonth for as long as both of the payees
are living. After one payee's death, 2/3 of thmbant will still be paid each month for as longlae other
payee is living.

Alternate Life Income

You may choose other income amounts for optiond3%am place of those shown on page 5. Such amoulitbe
based on rates at least as liberal as the ratebavge as of the option date for a single premimmediate annuity of
the same kind.

Death of Payee

If all payees have died, we will make one final p@&yt to the estate of the last surviving payeafiyramount then
due.

For option 1 or 4, the amount then due will be bakance held by us. For option 2, 3 or 5, the arhthen due will be
the present value of unpaid guaranteed paymentscoed at the rate of 4.5% per year. We will spettie
commutation rate when you choose the alternatenidfeme for option 3 or 5.
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Flexible Premium Adjustable Life Insurance Policy
Nonparticipating
Adjustable Death Benefit Payable Before Maturitytdda
Cash Surrender Value, if any, Payable on Maturigtddif Insured is Then Living
Flexible Premiums Until Maturity Date
Stated Amount: Page 3
Maturity Date: Age 95
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Endorsement
TheNet Premium section of thd>remiums provision is changed to read as follows:

Net Premium

The net premium is the premium paid, less the premioad shown on page 6A, less any applicable ptamium tax
charge shown on page 6A.

TheNo-lapse Guaranteesection of thePremiums provision is changed to read as follows:
The No-lapse Guarantee period is shown on pageat8so€ontract. The No-lapse Guarantee periodisegi the contract
date. A new No-lapse Guarantee period begins aftglincrease in the stated amount. This contvdlchot end during this
No-lapse Guarantee period if on each process day (@t less than (b) where:

(a) is the sum of all premiums paid since the contdate or any increase less any partial surrenderseas any loan
amount, and

(b) is the sum of the no-lapse monthly premiums siheecbntract date, or any increase including théapse monthly
premium for the current process day.

Although we will determine each month whether oryau have met the no-lapse premium requirement,dmnot have to
pay premiums monthly.

As long as the cash surrender value is positiveegpudls or exceeds the amount of loan balanceatigact will not lapse
even if you have not met the no-lapse premium reguent.
The following sentence is added to thentinuation of Coveragesection of théBenefits provision:

Continuation of Coverage

We will accept no additional premiums after the umigy date. No monthly charges are deducted frloencash value
after the maturity date.

TheMaturity Date section of th&General Terms and Definitionsis changed to read as follows:

Maturity Date

The policy anniversary on which you attain age M@.will pay you the cash surrender value on tlaa¢ dess any loans
in effect.

Any references to "age 95" are changed to "age.100"
The table in th&enefitsprovision is extended as follows:

Attained Age %
96-100 0

OHIO NATIONAL LIFE ASSURANCE CORPORATION
Is/ s/

Secretary President
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Endorsement

Changes to Your Contract

If this contract is delivered to you in one of thesates, the changes shown for your state willapp

Montana and Oklahoma

The second paragraph of timeontestability provision is deleted.

Montana

The second sentence of tBeicide provision is changed to read as follows:

If the suicide or self-destruction is within thesti2 contract years, we will pay as death procéseliseserve
based on the commissioner's valuation method anchtittality and interest rates given in thenforfeiture
section or, if greater, the premiums you paid.

New Mexico

The last three sentences of tBeace Periodprovision are changed to read as follows:

If you do not pay the required premium by the ehthis grace period, the contract will end withvadue. We
will send you a notice at your last known addredsl@ys before the contract ends. If death ocaunisgl a

grace period, any required premium then due wikllgtracted from the death proceeds.
The contract will not lapse if the no-lapse guagars in effect.

Tennessee
The last sentence of tiBurrender Charge provision is changed to read as follows:

An additional surrender charge equal to one yaaesest credited in excess of 6% may also be talyams
during the first fifteen contract years.

Utah

The words "cash value" are changed to "contraete/al The amount of money available on surrend#drdésash surrender
value (*less any loans in effect) as described agepl 2.

Washington
The second paragraph of tRayment of Proceedgrovision is changed to read as follows:

Death proceeds include interest at the rate adfamtl4.5% per year, but not less than that reqolyyddw, from
the date of death to the date proceeds are pappied under an option.

West Virginia
In theDeferral of Surrender provision, the words "6 months" are changed tod&¢s".

The following is added to thReinstatementprovision:
You need not pay any past due premium in ordegitcstate.
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Wisconsin
You may surrendePaid-up Term insurance on the same basis as provided istineender and Cash Surrender Value
provision.
Thelncontestability provision of theClaims section is changed to read as follows:
We may not contest this contract due to a faldestant, material to the risk, which was made inryou

application for an amount of insurance if: (a) yioe more than 2 years after such amount takesefand (b)
the contract is in force at the time of your death.

We may contest this contract based on any falsenstant made about an insured’s smoking status gedvi
(a) the statement is made a part of this con&taot after the issue date; and (b) the insuresiithin 2 years
after the statement is made part of the contri¢he insured dies during the first 2 years, wseree the right
to contest this contract until the contract hasheeeffect for 2 years.

Wyoming

In theAnnual Account Report provision, there is no charge for the first repath year.

OHIO NATIONAL LIFE ASSURANCE CORPORATION

/sl /sl
Secretary President

o 91-QSE-40hio National Life Assurance Corporation/Cincinnati

Dollar General Corporation
Domestic Relocation Policy
Executives/ Senior Officers






Congratulations on your new assignment!

In addition to the challenges your new positiombs, you and your family will encounter many change you lea\
familiar surroundings, find a new place to live aedtle into your new location.

The relocation of employees contributes to the Camgjs ability to stay flexible and competitive. For ti@ason, w
have partnered with Prudential Relocation, as a&kh number of other top rate service providerprawide you witl
a program of relocation support to reduce normalendisruptions, and enable you to get settled ur y@w home ar
job as quickly as possibl

This Relocation Guide outlines the services madglale to you to help facilitate your move, indlugl selling you
current residence and finding a new community asrdédn

Please take the time to read through this guidefamiliarize yourself with the policy and PrudehtiRelocations
services before you begin planning your relocati®&cognizing that relocating can be a disruptineetithe Compan
through your designated Relocation Counselor w#ist you and your family throughout your move.

Our best wishes for success in your new location.
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SUMMARY OF BENEFITS

Provision Description

Eligibility Current or newly hired, full-time, salaried, exeeatlevel employees
and senior officers; homeowner or renter

Relocation and * A Miscellaneous Expense Allowance of 5% of yoew base salary
Transition Expenses to cover incidental expenses associated with yaawamot otherwise
covered by this policy
* House hunting expenses will be reimbursed far (@) trips totaling
seven (7) days for you and your spouse or oneiaddlthousehold
member and for your children
* Temporary living expenses reimbursed for up @adays

Home Sale Assistance * Marketing Assistance
* Appraised Value Offer
* Amended Value Sale
* Independent Sale

Destination Services = Company'’s relocation program offers you professitwanefinding
counseling through Prudential

Home Purchase * Available to current homeowners and renters
Closing Cost * Company reimburses reasonable and customary lpomohase
Assistance expenses plus up to 1% for loan origination fees

Renters’ Assistance  Company will reimburse up to two months’ rent fayaombination of
lease cancellation/duplicate rent

Moving to the New * Normal family household goods moved via van Iples up to
Location $75,000 in carrier insurance
* Mileage reimbursed for driving up to two autonileb to the new
location; in lieu of driving, the Company will pag ship your secon
automobile if distance exceeds 300 miles
* Storage for up to 60 days

Gross-up provided for most non-deductible relocaggpenses

Tax Assistance _ _
including federal, state and FICA taxes




INTRODUCTION

On the Move...

This handbook has been designed to help you umaer€dollar Generad’ relocation program and to assist you
your family in relocating as quickly as possiblghwminimal inconvenience. You are encouraged tefadly read thi
handbook in its entirety. Recognizing that relogatcan be a disruptive process, the Company andeptia
Relocation will assist you and your family throughgour move.

Eligibility

The relocation program was developed to facilitkte movement of current, full-time, salaried, exeilevel
employees or senior officers and who are requestadlocate by the Company and designated by thapaay t
receive the benefits described in this handbook.

In order to be eligible for relocation as descrilrethis handbook, your relocation must meet th® Bmile distanc
test. The distance between your former residemceyaur new job site must be at least 50 milestgrean th
distance between your former residence and youndojob site.

Family

Your family members eligible for assistance undws fpolicy include your spouse and your dependentséhol
members. In the event an additional member of yxawsehold is asked to relocate by the Company ayeteligible
to receive only one set of benefits.

Time Limit

You are eligible for the benefits extended in thedbook for up to 12 months following your effgetidate c
transfer. All expense reports related to your rafien are required to be submitted within 90 dayhe date incurre
within this 12-month period.

Disclaimer

The Company has the sole right at any time to egwvasnend or discontinue this policy. This politalé not bt
considered or construed as an employment contradttdmes not constitute a guarantee of employmentaiy
minimum or specified period of time.

Policy Exceptions
The Vice President of your department must appeamyeexception to this policy, in writing. If yoedl an exception
is needed, please contact the Human ResourcesmepalRelocation) so that we may help you withry@guest.




Prudential Relocation Cente
Prudential Relocation Center is a customized awcdrseprivate Internet site that provides you widmytime” acces
through any Internet connection.

You will be able to:

*

*

*

Inform the relocation service team of your pities and preferences through an online needs seses.
Utilize the interactive community finder to fogyour house hunting search.

Take a secure, virtual tour of your destinatemea at your convenience from your home or offiesxen befor
accepting the transfer.

Refer to a customized online profile for the stadfiyour relocation, service policy, and a librasfyadvice ol
every aspect of the moving process.

Access interactive timeline tools, planners, amaftgage calculators.




RELOCATION ADMINISTRATION

Upon natification of your relocation, you will hawae personal Relocation Counselor as your main pafirdontac
throughout your move. Your Relocation Counseldt guide you through each step of the relocatiancpss, answ
your questions, and help coordinate all aspectyooir move. Listed below are highlights of the s=#s you
Relocation Counselor will provide to you:

* general information,

* expense report reimbursements,

* disposition of your present home,

* assistance in finding a new residence,
* moving your household goods,

* moving you and your family to the new locati@md
* assistance with air travel arrangements whericage.

We encourage you to become fully involved in yowven and work closely with the professionals whoenaee!
made available to assist you throughout the relmegirocess. By working closely with your RelooatiCounselo
you will be able to effectively manage your move.

Forms to Complete
Our goal is to have a relocation process that isimple and easy to use as possible. Therefoeee thre only tw
steps that you must complete before receiving yelocation benefits.

Step 1. Complete and return the Relocation Initiation Form
The Relocation Initiation Form provides us with iongant information to pass on to the moving compamng
to Payroll/Accounts Payable for relocation cheduests.

Step 2. Complete and return the Employee Reimbursement Form
The Employee Reimbursement Form states that yoe mead Dollar Genera’ Relocation policy ar
understand that you are responsible for any exgemstecovered under the policy. This form may &laoee
reimbursement schedule you would follow to pay bagbrorated share of your relocation benefits sh
you leave the company within a year of relocation.

Both of these forms can be mailed or faxed to ttiewing:
Human Resources Relocatic

100 Mission Ridge

Goodlettsville, TN 37072

Fax (615) 855-5376




Expense Reimbursemel
Most ordinary expenses involved in moving from ¢o@ation to another are covered under this polidpy question
of interpretation should be discussed with youroRation Counseldoefore you take action.

All relocation expenses must be submitted on theodadton Expense Report Form (will be provided tmuyby
Prudential) andnust notoe combined with regular business expenses. lerdaddetermine the federal and state
liability for reimbursed expenses, all relocatioqpenses must be reported accurately.

Where relocation-related expenses are specificaligbursable, consistent guidelines apply.

*

*

*

All reimbursable expenses must be reasonableappdbpriate.
All relocation benefits are reflected in U.S.lldos.

All reimbursable moving expenses must be incurrétimw12 months from the date of transfer and suteaifol
payment within 90 days from the date the expenseisred.

Only expenses specifically outlined in the pglwill be reimbursed.

You must submit original receipts for reimbursemevibur completed expense reports together withr yoiginal
receipts should be forwarded directly to your Pni@dé Relocation Counselor.

It is important not to include any business exges on relocation expense forms.




RELOCATION AND TRANSITION EXPENSES

Miscellaneous Expense Allowanc
The Company will provide you with 5% of your newskasalary to cover many of the incidental expemss
specifically reimbursed under this policy, whichyneccur as a direct result of your transfer:

driver’s licenses and automobile registratiomshie new location,
utility deposits,

shipment of pets,

cleaning or maid service (new or old location),
non-refundable tuition, memberships, club duesubscriptions,
piano tuning,

tips to movers,

drapery and carpet installation or alterations,

television or cable installation or adjustments,

overnight mail charges,

tax consulting,

items unique to your personal move not covergthis policy,
disassemble/reassemble playground, gym equigrseminming pools, and similar items.

Tax Assistance
Gross-up will not be provided for the Miscellane@ixgpense Allowance.

HouseHunting

Dollar General will provide you and your spouseoae additional household member and your childréh two (2)
house hunting/apartment hunting trips for a tothlseven (7) days. The House Hunting Trip will uaé the
following:

*

*

*

*

Hotel accommodations for a maximum six (6) ngyht

Mileage reimbursement at current Company rageeisonal vehicle is driven.

Reimbursable meal expenses not to exceed $2&@9@er adult, $15.00/day per child.

Your Prudential Relocation Counselor will assisti with air travel reservations when applicable.

Tax Assistance
Gross-up will be provided for residence huntingenges.




Temporary Living

Temporary Living Assistance is intended only fopgherm living arrangements at the new location andstning
approved by your supervisor. Dollar General wdinmburse you for up to 60 days of temporary livexpense:
Temporary living assistance includes the following

* Lodging for employee only
* Meals for employee only (not to exceed $25.08y)d

If you require temporary living assistance pleasetact your Prudential Relocation Counselor attleas weeks i
advance. He or she will be happy to help you naak&ngements and answer any questions you may have.

Return Trip

If you are required to report to work in your newcation prior to your familys final move, you will be eligible
receive coverage of travel expenses for one (Lirmetrip home during your temporary living periddne family
member may visit you in the new location in lieuaofeturn trip. Your Prudential Relocation Couns@&dl assist yol
with air travel reservations when applicable.

Tax Assistance
Gross-up will be provided for temporary living aredurn trip expenses.
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HOME SALE ASSISTANCE PROGRAM

Your Prudential Relocation Counselor will provideuywith the necessary expertise to facilitate tde sf your hom
through the services described below.

Home Eligibility

A home eligible for home sale assistance is anyptet®ad single-family or twdamily residence, including
condominium, that is used as your principal restéeand that is owned by you, your spouse, any of gependen
residing in the same household, or any combinatiotmhose persons at the time you are asked toatdocThis als
includes land customarily considered part of adessiial lot and all personal property normally selith a residenc
according to local custom. If your home does neetthese eligibility guidelines, you may qualibr feimburseme!
of certain home sale commission expenses if ydwysal primary residence on your own (Independeaie Spage 22

Homes considereiteligible for home sale assistance include, but are notdaitid, the following:
* cooperative apartments,

* mobile homes,

* vacation/secondary homes,

* investment properties,

* homes with excessive acreage (+5 acres),

* homes that are partially completed or under warigl renovation,
* homes ineligible for conventional financing,

* houseboats,

* homes deemed ineligible through building inspet, and

* vacant lots appraised as contributory value only

If you have any questions regarding your haneligibility, please contact your Relocation Caelos prior tc
beginning the relocation process.

11




Overview

Marketing Your Home

The home sale process will begin with listing ybome. Your Relocation Counselor will help you seke qualifiec
real estate agent and together they will deterrs@liing strategies targeted to help you receivebist possible off
for your home. The advantage to successfully margetour home and selling to an outside buyer & tfou ma
receive a greater cash return than the Appraiséae\affer.

Appraised Value Offer

If you have not sold your home 30 days after Igtyour home, two independent appraisers will agergour home -
determine the Appraised Value Offer. This offell We your “safety net’providing you with a guaranteed pri
should your home not sell on the open market. Yappraised Value Offer will be available to you &0 days.

Amended Value Sale

If you receive a qualified offer on your home fr@m outside buyer as described on page 20, youdrawpportunit
to “amend” the Appraised Value Offer from PrudeinRalocation to reflect your buyer’s offer.

12




Marketing Assistance

As soon as the Company authorizes your relocationr Relocation Counselor will contact you to explthe firs
step—the listing and marketing of your home. Placingiybome on the market as advantageously as possik
critical element in successfully marketing your leniThroughout the home sale process, your Retot&bunselc
will continuously track your agerst’efforts to market your home. The goal of the$erts is to help you obtain tl
best offer for your home within a reasonable tinaarfe.

Your Relocation Counselor’s objectives are to:

* help you identify a qualified and active brokemsist you in marketing and listing your home highly effective
manner;

* work with your real estate agent to develop a egriatmarketing plan to sell your home at the bessile marke
value;

* in conjunction with your real estate agent, sug@est minor repairs and/or improvements that wilrease th
marketability of your home; and

* work with you throughout the process of you isgllyour home.

How the Marketing Process Works...
The following is a step-by-step process of marlgtasistance services provided by your Relocatmm€elor.

Agent Selection

Your Relocation Counselor will place a referral lwtivo (2) area real estate agents who will visiirypome an
prepare a complete Employee Relocation Council (ERR@rket Analysis. If you would like to designadeparticula
real estate agent that has not been recommendssephotify your Relocation Counselor. As longhasreal esta
agent agrees to the programméquirements, he or she will be able to work with as one of your two selected age
You may not utilize or ask to have qualified aeglrestate agent that is a family member; i.e. herptather, brothe
sister or inkaws. If you have no preference or are not famiah local brokers, your Relocation Counselorhagsis
you in the selection.

Market Analysis

The two selected real estate agents will be asiegbr Relocation Counselor to complete a markalyans on yoL
home that will be used to prepare a marketing exjsat The market analysis will describe the curmaatrketplac
along with the agerd’ opinion of the most probable sales price for yoame. The analysis also contains a sugg
sales action plan with recommendations for pregayour home for optimum market attention.
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Listing Your Home

Your Relocation Counselor will ask you to seleceé ogal estate agent from the two you have intemiewHe or sk
will then work with you and your selected agentvelop a marketing strategy and establish a tisephat is bot
attractive and realistic in the local market.

Listing Exclusion Clause

When you speak with your Prudential Relocation Gelor, he or she will discuss the necessity ofuidiclg the
following language in the listing agreement withuydroker. The reason for this clause is to allowdancellation ¢
the listing agreement if necessary for Prudentialbse with the buyer. This clause is considéstdndard operatit
procedure”among agents who work with Relocation Counselois thnse who list homes for corporate transfe
The following Exclusion Clause should be attachg@n addendum to the Listing Agreement.

“In the event of any conflict or inconsistency beem this Addendum and the Listing
Agreement, the terms of this Addendum shall control

It is understood and agreed that regardless ofhvenedr not an offer is presented by a ready,
willing and able buyer:

1. No commission or compensation shall be earngdbbe due and payable to, broker
until the sale of the property has been consummiag¢ddeen seller and buyer, the deed
delivered to the buyer and the purchase price edivto the seller; and

2. The seller reserves the right to sell the priypéo Prudential Relocation or to:

(individually and collectively a “Named ProspectiV®urchaser”) at any time. Upon the
execution by a Named Prospective Purchaser andusjeof an Agreement of Sale with
respect to the property, this listing agreementl simemediately terminate without obligation
of my (our) part or on the part of any Named Protipe Purchaser to either pay a
commission or to continue this listing.”

Real Estate Agent Date
Seller Date
Seller Date
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Monitoring the Marketing Process

Your Relocation Counselor will work with you andwareal estate agent throughout the marketing ggot® ensui
maximum exposure for your home, provide feedbacthemrmarketing process, and recommend strategyfivettns
if needed.

Negotiating a Sale

Finalizing a Sale
Your Relocation Counselor will handle the detailgte real estate transaction once the terms ofaes agreeme
have been finalized.

15




Appraised Value Offe

Your decision to relocate should not be hampere@dncerns about selling your home. Prudential E&ion will
assist you by making an offer to purchase your hatea value established by independent fee appsais€he
appraisal process will begin 30 days after listiagd marketing your home.

Appraiser Selection

When you begin the appraisal process, you will iverga list of appraisers in your area and askesktect two (z
appraisers from this list. You are encouragedterview the appraisers to assist in making yowisien. If you di
not feel qualified to make the selection, ask y@aal estate agent for guidance or your RelocationnSelor can ass
you.

Once youve made your selection, please contact your PrialeRelocation Counselor. He or she will call
appraisers and request they contact you directlyrimge a convenient time for an inspection of ymme.

Appraisals

An appraisal is an estimate of the anticipatedssplece of your home over a reasonable sellingogeriAppraiser
estimate value primarily by comparing your homehte sales of similar properties making detailedisttipents for tr
differences between those properties and your hoifee appraisers consider location, size, age, itond anc
marketability.

When the appraisers arrive to inspect your home,sjmuld be prepared to discuss any facts thatbeasnportant i
determining the value of your home:

* any improvements you have made to the homentiagt or may not be visible to the appraisers; and

* any information on similar homes that have relyesold in your area.

Your home will be appraised in “as igbndition, so it is important your home shows falaly to maximize th
appraised value and resale efforts. Your Reloca@ionnselor and your real estate agent will assissuggestin
specific fix-up items to help maximize your marketiefforts.

The appraisers may also ask for a copy of the tamdey and a copy of the title policy that you reed when yo
closed on your home. They will need these itenbtain the correct legal description.

16




Determining the Appraised Value Offer

Your Appraised Value Offer will equal 98.5% of theerage of two independent appraisals. Howevéheifvarianc
between the two appraisals is greater than 5%eohitpher amount, a third appraisal will be order&dthis case, yoi
offer will be determined by averaging the two ckisgppraisals.

Your Relocation Counselor will present you with y@ppraised Value Offer once the inspection andaispl report
have been received and reviewed. Your home witeha pass all inspections and/or you must satisfil remedy
any deficiencies before your offer is finalizednheTentire process should be completed within 3@ fflayn the date «
the last inspection.

Title Search

In addition to arranging for the appraisals angb@tsions, a title search will be initiated in ordemprepare for closin
You may need to be involved in clearing any tigleues should they appear on the title reportageléenform your re
estate agent Prudential is bringing the title wpkate. This can avoid a duplicate title searchte®fin agent w
arrange for a title search upon notification fromerader of a buyer’s loan approval.

Offer Period

Your Relocation Counselor will call you with youmppraised Value Offer and outline the timing andcess of th
home sale program. The Appraised Value Offer h@8-day acceptance perio®8-days to continue marketing y
home knowing you have a set “safety net”. Yourdé-acceptance period begins the day your ContfaSale i
postmarked. You may accept the appraised valae affany time after marketing your home for 60sday

Home Sale Program Timeline

[Graphic omitted]
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Accepting the Appraised Value Offer

If you are unable to sell your home during thed@-offer period and accept the Appraised ValueQffou and yot
spouse should sign the Prudential Contract of &adereturn both copies to your Relocation Counsalamg with the
other supporting documents. Your execution of@loatract of Sale is a legal transaction. You wékd to sign ar
notarize the Contract of Sale and other relatedichents.

The signed Prudential Contract of Sale and reldtaliments must be received by your Relocation Gdansn o
prior to the expiration date of your offer. Thentract will be dated on the day all necessary demimare complet
and signed by you and your Relocation Counselor.

Vacating the Home

You have 60 days from the date you sign the PrumleRelocation Contract of Sale in which to vactite property
provided a resale closing does not occur soonegou cannot move within 60 days, please let yoetoBatior
Counselor know and you may be granted additiona tio vacate, if circumstances warrant.

After you and Prudential have signed the ContrdcSae, you will continue to be responsible for tests o
maintenance, repairs, utilities, insurance, etnotil you actually vacate. Prior to vacating, yoill we expected t
cooperate fully with all attempts by Prudentialmarket the home by allowing prospective purchasergiew the
premises by appointment during reasonable hours.

From the date you vacate, Prudential Relocatioh méke all future mortgage, tax, and other carryiagments o
your home. It will also assume payment of mainteeaand utility costs. Your equity statement weflect mortgag
interest through your executed Prudential Relooatmntract or vacate date, whichever comes last.
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Utilities

Since sudden cold weather can cause damage deeetng, do not turn off any utilities when you aethe hom:
The utilities must be left in your name until yoantract with Prudential or vacate the home, whiehas later. A
that time, you should request final readings frtva wtility companies serving your home. Your Ratamn Counselc
will instruct your real estate agent to transfer tiilities into the real estate compasiyame until the home closes v
new buyers. The day you vacate is customarily #ue ditilities are transferred to the real estat@mpamy. If you
receive a utility bill covering a period of time et payment was not your responsibility, please $uth@ invoice t
your Relocation Counselor for payment.

Insurance

You will need to cancel your homeowngrhsurance policy effective when Prudential sigpesContract of Sale or y
vacate, whichever is later. Any refund due to from the insurance company will be paid directlytu. Make not
to discuss this with your insurance agent and ¥ollp if necessary.

If you are vacating your home prior to contractmigh Prudential Relocation, contact your insuraagent to arrang
coverage during any periods the home will be unpigzli Most homeowner’s insurance policies state coverage
void if the dwelling is unoccupied for a specific priod of time.
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Amended Value Sal

Achieving an Amended Value Sale is of benefit ta yod the Company. The Company avoids the sigmifiexpens
of purchasing, maintaining, and reselling your hahreugh Prudential Relocation and you receivehibbest possib
price for your home.

Advantages of an Amended Value Sale
* You may receive a greater cash net return thaAppeaised Value Offer.

* You will be relieved of the responsibilities of perty ownership upon vacate or contract date witld@ntia
Relocation, whichever is later.

* You will be relieved of the necessity of closingth the buyer.

*  After contracting with Prudential Relocation, youllvibe assured of receiving the net proceeds bagmuh the
Amended Value Sale even if the original sale fldisugh and does not close.

Analyzing the Offer

Your Relocation Counselor will review the termstloé offer in an effort to determine whether theeofs bona fid
(made in good faith), and to confirm that it is rsotbject to the sale of the buyemproperty, does not contain
unusual or unreasonable terms, and is not sulgectdrim financing.

Amending the Contract of Sale

Once the final offer has been approved, your RélmeaCounselor will ask you to “amendhe amount in yol
Prudential Contract of Sale to reflect 98.5% ofhlger’s offer and to sign and return the Contcd@ale.
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Buyer’s Offer Less Than Appraised Value Offer
At its discretion, the Company may also acceptreftd at least 97% of your Appraised Value Off¥iou will remair
eligible to receive your equity calculated basedrenAppraised Value Offer.

Closing an Amended Value Sale
Prudential Relocation will acquire your home, aduog to the terms of the amended Prudential Conot8ale witl
you. Prudential will also fully honor the termstbé Purchase Agreement with the buyers.

Prudential Relocation will make every effort to ssothe transaction with the buyer. However, siRcedentic
Relocation has already purchased your home, youneil be impacted if the sale to the buyer is natntually
consummated. Your equity payment will be basedhitpe Amended Value Sale Price.

Responsibility for your property remains with youotilyou contract with Prudential or vacate, whiceeis later. Thi
includes maintenance of your home, payments ftitiesi, mortgage, taxes, and premiums for insurance

Equity

Your equity is calculated as of the Prudential cacttdate or your scheduled vacate date, whichisviater, and i
based upon 98.5% of the sale price or guarantded pifice, whichever is greater. You will needctmordinate th
timing of your equity check with your Relocation @selor. You may be eligible to receive an equdyamce onc
you have signed the Prudential Contract of Salevemeh there is a specific need for funds to clas@ mew home
the destination area.

It is important to note that certain items are ecmtered under the policy and will be deducted fyarar final equity, i
you have agreed to any of these additional seleeqpenses:

* repairs and improvements requested by the buyer;

* buyer’s closing costs;

* homeowner warranties;

* buyer’s incentives;

* real estate commission above the standard oatgolur area;

* closing dates beyond 60 days of vacating or ramting with Prudential.
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Independent Sal

If your home is considered ineligible for Prudehgiddome Sale Assistance Program as set forth ge dd (Home
Eligibility ) or you elect to sell your home independemthior to initiation into Prudentia8 Home Sale Assistar
Program, you may be eligible to receive direct minsement of standard and actual real estate camisxpenst
when you sell your home on your own. Contact yowudential Relocation Counselor to determine if ybome
qualifies for this home sale option.

Reimbursement of Expenses
Real estate commission at the prevailing rate ur yoirrent location (maximum of 6%) will be reimbad if you se
your home independently within twelve (12) monthyaur effective date of transfer. Reimbursed egas include:

Discount points incurred through negotiation withA; VA and conventional financingre notreimbursable.
Tax Assistance

You will receive tax assistance for home sale cossion expenses only if your home is ineligible tfie Home Sa
Assistance Programlf you choose to sell your home on your own, no taxssistance will be provided to you.
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RENTERS’ ASSISTANCE

Lease Cancellation

If you are presently renting your home or apartmgati should immediately notify your landlord oage holder «
your move to avoid or minimize penalty charges.u¥should attempt to obtain a written waiver of gmgvisions o
the lease requiring fees or penalties due to y@anster. The Company asks that you make everytdtianinimize
the penalties by making the best possible arrangeswath your landlord.

Should you be required to pay a penalty, the Compamburses up to a maximum of two (2) montiesit for an
combination of lease termination penalty chargedeiture of lease deposit, and/or duplicate renyour former hom
or apartment. If necessary, your Relocation Cdonsan assist you with lease cancellation arrareggm

New Lease Agreement

A new lease should be examined carefully before signed. You should negotiate a cancellationsg#athat woul
give you the right to cancel the lease without jtgrefter giving 30 days notice, in the event of@mpanymitiatec
transfer.

Sample Clause:
If tenant’s employer relocates tenant to a locatare than fifty (50) miles from the premises tuat
the subject of this lease, this lease will be aatieally terminated without further liability at gntime.
Tenant agrees to give landlord at least 30 daytscamf his/her intention to terminate this leadeng
with proof of such transfer of employment.

Tax Assistance
Gross-up will be provided for renters’ assistareienbursements.
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DESTINATION LOCATION

Planning Your House Hunting Trip

Whether you are a homeowner or a renter, seleatimgw community and home is one of the most impbdacision
you will make as a result of your job transfer.eT@ompanys relocation program offers you professional honebfic
counseling through Prudential Relocation. The Camypencourages you to take advantage of this vigsslovice.

Your Relocation Counselor will discuss your famslyspecific needs, preferences, and lifestyle. rAtgiew of you
requirements, your Relocation Counselor will seketbcal real estate professional who is experi@nicghe areas
interest to you.

Your Relocation Counselor and real estate ageritwork together to organize your house hunting 8@ it is
productive. By planning in advance, the agent bdlprepared to take you on area tours and distams of intere:
to you and your family. Preparation gives you #idsechance of quickly finding a residence to uy needs at a pri
you can afford.

Once your real estate agent is contacted, he owvglharovide the following information:

* schools, churches, etc.,

* commuting times,

* child and elder care services, and

* pre-selected homes for viewing.

If you are a current homeowner, you should delayskdhunting in the new location until you have stneated valu

on your present home and you have beengpedHied by a mortgage lender. Home purchasesdet made wil
unrealistic expectations of current equity may fteisuover-commitment at the new location.

Internet Home Search

Although the Internet can be a useful tool to gafarmation on housing in the new area, keep inchyiou need to u:
the approved real estate agent assigned to yobot&andnformation or to view any home you find ¢ tinternet. Th
will avoid confusion as to which agent you are wogkwith and any possible real estate commissispudes.
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Home Purchase Closing Cost Assistar

If you are purchasing a residence in the new looatyou will be reimbursed for reasonable and ddtame purchas
closing costs provided you sign a contract to paseha home in the new area and close within one ofegoul
effective date of transfer.

One time closing costs for permanent financing ballreimbursed including:

loan origination fee (up to 1% of loan amount),
normal attorney’s fees,

appraisal fees,

tax service fees,

title insurance (lender’s coverage, only),
recording fees (including tax stamps),

credit reports,

survey fees,

flood certification, and

* inspections required by the lender.

In addition to all closing costs mentioned, the @amy will pay one origination point to close a nBsgt mortgage
The Company does not cover dimee closing adjustments such as property taxesjehbazard insurance, fi
adjustments, or private mortgage insurance (PNIHe Company does not cover the costs associatédestiablishin
second mortgages or home equity lines of credit.

L B S

*

Tax Assistance
Gross-up will be provided for non-deductible honoeghase closing costs.

National Mortgage Lender Progran
The Company has selected national mortgage lendgovide you with a wide variety of mortgage seeg. You
Relocation Counselor will provide you with inforr@t on participating mortgage companies.

Using the services of these preferred lenders offeany advantages:

*  familiarity with the Company’s program,

* mortgage loan pre-approval process,

direct billing of closing costs to the Compaiayd
consideration of current spousal income.

* X

New Constructior
If you elect to build a home in the new locatiomuymay incur additional expenses as opposed tohpsitg a
existing home. Be aware in making your decision pwdicy benefits will not be extended if you deei build.
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MOVING TO THE NEW LOCATION

To enable you and your family to make an effectramsition to the new area, the Compangeélocation progra
provides for a range of move-related assistance:

* pre-move survey of your household goods by tleeing company;

* complete packing of all items;

* transportation of your household goods to yoewmesidence;

* Up to $75,000 in carrier insurance for your helusld goods;

* unloading, unpacking, and placement of all fture in your new residence; and

* storage of your household goods, if required.

Shipment of Household Gooc
You will need to plan to be present during all gsaef your move-pack, load, delivery, and unpacking. Your ¢
planning, preparation, and involvement during trecpss will contribute to a successful move.

Items Excluded From Shipment
The items listed below are not ordinarily consider®usehold goods and are your responsibility. Thenpany
Prudential Relocation, and the moving company moli take responsibility for these items.

The Miscellaneous Expense Allowance is intendedstist you with expenses unique to your personakenand fo
items not covered by this policy. Please noteGbmpany will not pay for the shipping of the follmg items. If you
have any questions, contact your Relocation Coansel

*  boats * airplanes

* campers, trailers, motor homes *  plants, animals

* farm machinery * large playground equipment

* firewood, rocks, sand, soil, etc. * tool or storage sheds, outdoor

* perishable food items, refrigerated or frozen  buildings
* aerosol cans, flammable liquids and other * Vvaluables such as jewelry, money,

hazardous materials coins, coin and stamp collections,
* lumber, bricks, blocks, cement, tiles and irreplaceable photos, stocks, bor
building materials deeds, wills, and other legal
documents
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Playground and Similar Equipment

Playground, gym equipment, swimming pools, and laimiems must be disassembled prior to your maye df the
movers disassemble and reassemble these itemsyifldoe responsible for payment of these costshattime o
service.

Insurance
Your household goods are protected with up to $XbJ carrier insurance coverage.

Items of Extraordinary Value (Including Antiques

It is recommended that items of extraordinary vaueh as antiques, fine art, furs, silver, chimgstal, photograpr
equipment, oriental rugs, baseball cards, comit®raollectibles, etc. be professionally appraigedr to your move
If purchased within the last year, the value carsbbstantiated with a sales receipt. The Compalhyot pay fol
appraisals or any special handling and packagirantfjues or other high-value items.

Packing and Loadinc

Careful packing and proper loading are very impur&teps in assuring a successful move. It is mapob that th
mover packs all your household goods. The drividr prepare a complete inventory list of your hooskl good
describing the condition of each item (nicks, sdras, dents, etc.). Review the inventory carefidlynake sure yc
agree with the drives’ description before you sign the inventory. Theentory is an important document in
settlement of claims for loss and damage.

Unloading
Check with the van driver about delivery times la hew location. Be sure to give them all posstblephon
numbers where you can be reached en route and imeth location.

As your goods are being unloaded, you must chetleaxth item on your inventory sheets. Make notation th
sheets of missing or damaged items immediatelyhave the driver sign it. Assembly of furniture Mde complete
prior to the driver leaving your home. Unpackirfg/our goods consists of removing the items from ¢artons in tr
room for which they are labeled. This does notude putting items away. Disposal of cartons iduded in th
move services.
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Billing
The van line will send the invoice for your moveedily to Prudential Relocation. If you transplousehold gooc
not covered by the policy or incur unauthorizedrgka, you will be expected to pay for these itemtha time o
delivery.

Tipping

Tips to the movers are not covered under this poliou may use your Miscellaneous Expense Alloveanc

Shipment of Automobile:

The Company will reimburse mileage at the currersifiess rate for up to two (2) automobiles to leedrto the ne
location. In lieu of driving one automobiles, tBempany will pay to ship your second automobiléhd distance f
the new location exceeds 300 miles.

Storage in the New Locatio
You should make every effort to move directly touyg@ermanent residence. If necessary, however,witube
reimbursed for the storage of your household gdodsp to 60 days.

Time Off for Moving

Dollar General understands that moving can be a-tomsuming, and stressful project. Therefore, yay meed t
take some time off from work for this purpose. y&ur manages approval, Dollar General will allow you up to «
week of paid time off for relocation. During thisne it is suggested that you take care of anythelgting to you
relocation so that you are able to become settiegbur new residence and be fully focused on yobrypon you
return. Please discuss your plans to take timéooffnoving with your managewell in advance, so that he or sl
may plan for your absence.

Travel to the New Location

You will be reimbursed for one-way transportation you and your family to travel to theew location. If you driv
you will be expected to drive a minimum of 300 mifeer day and via the most direct route as eskauliby a standa
Rand McNally table or equivalent. Your Prudentialétation Counselor will assist you with air traveservation
when applicable.

You will be reimbursed for the following reasonabled actual en route expenses:

* lodging (one night in departure or destinationdtion or en route night as needed),
*  meals,

* mileage (current business mileage rate), parkamgl tolls, and

* airfare, if necessary (14-day advance purchagqaired).
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TAX ASSISTANCE

Many reimbursements made to you are consideredl@xacome. The Company is required to reportrelbcatior
reimbursements as compensation with the exceptforiems identified below. For informational purgss th
Company will provide you with a tax assistance shikeat will be prepared and mailed to you in Japuatiowing
your move.

The following expenses aexcludedrom taxable income:

* reasonable and normal expenses for the moveaididusehold goods;
* up to thirty days (30) of household goods steradpile waiting to occupy your residence in the neeation; and

* reasonable and normal expenses for transportatidtoaging for you and your eligible family membéism youl
present location to the new location.

The Company will assist in paying the additional tasulting from taxable relocation reimbursemerRayments wi
be made directly to the federal, state, and FICAaathorities. It is recommended you seek guiddnoen a ta:
professional for any year in which you receive calion+elated services or expense reimbursements. A
expense documentation is very important.

The tax assistance provided to you is based sotelyour Company derived income, your filing statarsg number ¢
1040 exemptions. Spouse income, investment incomang other outside income will not be included tire
calculations. Individual variances from the pragiscalculations will not be reimbursed.

The additional taxes as calculated by the grospragram and paid on your behalf will be includedyour W-=2 as
income.
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Tax Treatment Table
Keep in mind some relocation items are not eligfblegrossup. The table below outlines which relocation pawte
will be tax assisted.

Deductible/ Grossed Up

Relocation Provision Taxable Excludable
Miscellaneous Expense Allowance v No
House Hunting v Yes
Temporary Living v Yes
Home Sale Assistance Billed directly to Company

Independent Saleeligible home v No
Independent Saleineligible home v Yes
Renters’ Assistance v Yes
Home Purchase Closing Cost v Point may be Yes

deductible  excluding point

Household Goods Move v
Storage v v Yes
Days over 30 Days over 30
Travel to the New Location Meals & Mileage Transportation & Meals & Mileage
greater than Lodging greater than
$.13/mile $.13/mile
30

Summary of Director Compensation
(as of January 28, 2005)

Directors of Dollar General Corporation receive @250 quarterly retainer plus $1,250 for each Baa
committee meeting attended and $625 for each telephBoard or committee meeting attended. Comn
chairpersons and the presiding director receivadditional quarterly retainer of $1,250. A directeho also is
Dollar General employee does not receive any sepaampensation for Board service. Directors aksceive
reimbursement for fees and expenses incurred inemion with continuing education seminars anddraxpense
related to meeting attendance or company-requegieelarances.



In addition, a director who is not a Dollar Geneeahployee is entitled to receive an annual gramt,60(
restricted stock units (6,000 restricted stockauimtthe case of a na@mployee Chairman) pursuant to our 1998 <
Incentive Plan. The restricted stock units gengnadist on the first anniversary of the grant ddtthe director is sti
serving as a director on that date, subject toleed vesting provisions as provided in the Plamwever, n
common stock may be distributed, nor any amound,ai any director in respect of restricted stooksuuntil the
director has ceased to be a member of the Boanddddd equivalents on the restricted stock uniesaedited to tr
director’s restricted stock unit account in accoawith the terms of the Plan.

Summary of Salaries of Named Executive Officers
(effective as of April 1, 2005)

On March 15, 2005, the Compensation Committee@Bibard of Directors of Dollar General Corporatapproved the
following salaries for Dollar General’s named exaaiofficers (i.e., the top 5 most highly competesbofficers), other than
David Perdue, and on March 16, 2005, the indeperdissctors of the Board of Directors of Dollar eal approved Mr.
Perdue’s salary as set forth below, all to be ¢ffecApril 1, 2005:

David Perdue, Chairman and CEO $1,000,000

David Tehle, Executive Vice President and CFO $206

Kathleen Guion, Executive Vice President, $425,000
Store Operations and Store Development

Stonie O’Briant, Executive Vice President, $429,00

Merchandising, Marketing & Strategic Planning
Susan Lanigan, Executive Vice President and Ge@aahsel $375,000

EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”), effectivdarch 1, 2004 (“Effective Date”)is made an
entered into by and betweddDOLLAR GENERAL CORPORATION (the “Company”), andKathleen R. Guion
(“Employee”).

WITNESSETH:
WHEREAS, Company desires to employ Employee upenténms and subject to the conditions hereinakd

forth, and Employee desires to accept such emplayme

NOW, THEREFORE, for and in consideration of thenpises, the mutual promises, covenants and agres
contained herein, and for other good and valuallesideration, the receipt and sufficiency of whiake hereb
acknowledged, the parties agree as follows:

Employment Terms

1. Employment . Subject to the terms and conditions of this Agreeth Company agrees to emg
Employee as Executive Vice President, Store Omeratnf Dollar General Corporation.

2. Term . The term of this Agreement shall be until the secannual anniversary of the Effective C

(“Term”), unless otherwise terminated pursuantaoaraphs 7, 8, 9, 10, 11 or 12 hereof.

3. Position, Duties and Administrative Support.




a. Position. Employee shall serve as Executive Vice Presjd8tire Operations. Employee s
report to the President and Chief Operating Offexed perform such duties and responsibilities asPtiesident ar
COO or the CEO may prescribe from time-to-time.

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

his /her ability such duties and responsibilitiesl ahall devote his/her fulime efforts to the business and affair
Company. Employee agrees to promote the bestesteerof Company and to take no action that in aay
damages the public image or reputation of Compésgubsidiaries or its affiliates.

C. Administrative Support Employee shall be provided with office space addinistrative suppc

commensurate with his/her position.




d. No Interference With Duties Employee shall not devote time to other actgtivhich would inhib

or otherwise interfere with the proper performaontais/her duties, and shall not be directlyiratirectly concerne
or interested in any other occupation, activityrderest in any business whatsoever other thareagan of holdin
a noneontrolling interest as a shareholder, securitiekldr or debenture holder in a corporation quotede
nationally recognized exchange. Employee may eotesas a member of a board of directors of apfofit
company, other than the Company or any of its slidoses or affiliates, during the Term without te&pres
approval of the CEO.

4. Work Standard . Employee hereby agrees that he/she shall anadisticomply with and abide by all ter

and conditions set forth in this Agreement, andaglplicable work policies, procedures and rulesnay be issued |
Company. Employee also agrees that he/she shalplgowith all federal, state and local statutegjutations and publ
ordinances governing the performance of his/heiedutereunder.

S. Compensation.

a. Base Salary Subject to the terms and conditions set fortlthis Agreement, Company shall |
Employee, and Employee shall accept, an annual $elaey (“Base Salary”df no less than Three Hundred F
Thousand Dollars ($350,000). The Base Salary dhallpaid in accordance with Compasnyiormal payro
practices and may be increased from time to tinteeasole discretion of the Company.

b. Incentive Bonus. Employee$ incentive compensation for the Term of this Agreat shall b

determined under the Compasybonus program for officers established by the famsation Committee a
amended in its discretion. The actual bonus paidyant to this Paragraph 5(b) shall be based diorpgnct
criteria established by the Compensation Committe@ccordance with the terms and conditions of lbeaus

program for officers.

C. Stock Based Compensation Employee shall be eligible for award grants fraime-totime

consistent with the award grants made to similaitiyated officers of the Company as governed bytehmas of th
1998 Employee Stock Incentive Plan, as may be astenor any successor plan thereof (the “Stock R)aay’

determined in the sole discretion of the Compeasafiommittee.




d. Vacation. Employee shall be entitled to three weeks padation time within the first year
employment. After five years of employment, Empleyhall be entitled to four weeks paid vacationcaten time
is granted on the anniversary of Employekire date each year. Any available but unusedti@cas of the annt

anniversary of employment date or at Employeeisiteation date shall be forfeited.

e. Business ExpensesEmployee shall be reimbursed for all reason@bkness expenses incurre

carrying out the work hereunder. Employee shalieae to the Company’expense reimbursement policies
shall follow those expense reimbursement procedhedsyenerally apply to other Company employees.

f. Perquisites Employee shall be entitled to receive such oéxexcutive perquisites, fringe and of
benefits as are provided to officers and their femiunder any of the Compamyplans and/or programs in eff
from time to time and such other benefits as astoenarily available to officers of the Company aneir families.

6. Benefits . During the Term, Employee (and, where applicaBeployees eligible dependents) shall
eligible to participate in the various Company \aedf benefit plans, practices and policies (inclgdivithout limitation
medical, prescription, dental, vision, disabiligmployee life, accidental death and travel accidestirance plans a
programs) to the extent and in accordance withtéhms of those plans as generally provided to efficor other similar|
situated employees of the Company. In additionplegree shall be eligible to participate, pursuantheir terms, in ar
other benefit plans offered by the Company to efficor other employees (excluding plans applicablely to certai
officers of the Company in accordance with the egprterms of such plans), including, without limda, the 401(k
Retirement and Savings Plan and CDP/SERP Planledc@igkly the plans and arrangements describetti;nRaragraph
and as they may be amended or modified in accoedaitt their terms are hereinafter referred tohes“Benefits Plans.”
Notwithstanding the above, Employee understandsa@akdowledges that Employee is not eligible fordigs under th
Dollar General Corporation Severance Plan andttieabnly severance benefits Employee is entitledréoset forth in th
Agreement.

7. Termination for Cause . Under the following conditions, each of which $habnstitute “Cause’or

“Termination for Cause”this Agreement may be terminated immediately at @amg by Company without any liabili
owing to Employee or Employee’s beneficiaries under




this Agreement, except for those benefits owed uadg other plan or agreement covering Employeelwvbkhall b

governed by the terms of such plan or agreement:

a. Any act involving fraud, dishonesty or material rejgresentation, or any material breact
applicable regulations of competent authoritieseilation to trading or dealing with stocks, segasit investmen
and the like;

b. Other than as required by law, the carrying oudrof activity or the making of any public staten
which prejudices or reduces the good name and isigd Company or any of its affiliates or wouldrg any on

of these into public contempt or ridicule;

C. Attendance at work in a state of intoxication oimlgefound in possession of any prohibited dru

substance, possession of which would amount taramal offense;
d. Assault or other act of violence against any emgdogf Company or other person; or
e. Conviction of any felony whatsoever or any misdenoganvolving moral turpitude.

A termination for Cause shall be effective onlythe Company has given Employee written notice s
intention to terminate for Cause, describing Emplly acts or omissions that are believed to constiigase, and h

given Employee fair opportunity to respond.

8. Termination upon Death. Notwithstanding anything herein to the contrahys tAgreement shall termin:

immediately upon Employeg'death, and Company shall have no further lighititEmployee or his/her beneficiaries ur
this Agreement, except for benefits under the Benéflans and Stock Plan covering Employee to #teng provided b

the terms of such Benefits Plans and Stock Plan.

9. Disability . If a Disability (as defined below) of Employee ace during the Term, the Company r
notify Employee of the Company’s intention to tematie Employees employment. In that event, employment ¢
terminate effective on the termination date prodgidesuch notice of termination (the “Disabilityf&€tive Date”),and thit
Agreement shall terminate without further liability Employee, except for benefits under the Besdflans and Stock Pl
covering Employee to the extent provided by themterof such Benefits Plans and Stock Plan. In #fgseemen

“Disability” means:




10.

(a) a long-term disability, as defined in the Compangfmplicable longerm disability plan &
then in effect; or

(b)  Employees inability reasonably to perform his/her dutiesleinthis Agreement because
any medically determinable physical or mental impaint that (i) can reasonably be expected to res
death or (ii) has lasted or can reasonably be éggdo last longer than ninety (90) consecutivesddy this
circumstance, the existence of a Disability shalldetermined by the Company, in its sole and ake
discretion, upon receipt of competent medical aglffom a qualified physician selected by or acdapt&
the Company. In this circumstance, Employee shalhere is any question about his/her Disabilgypmi
to a physical examination by a qualified physicsatected by the Company. Nothing in this subsedtiyic
intended to nor shall it be deemed to broaden atitpéhe definition of “disability” in the Compang’long-
term disability plan.

Employeés Termination of Employment.

a. Notwithstanding anything herein to the contrary, @ogee may terminate his/her employment

this Agreement at any time, for no reason, withtyh{30) days written notice to Company. Upon stetmination

Employee shall be entitled to his/her prorata B8a&ary through the date of termination and suclerotteste

benefits under any other plan or agreement covétmgloyee which shall be governed by the termsiohglan o

agreement. Employee shall not be entitled to thmsgments and benefits listed in paragraph 11, anhegsh

terminates his/her employment for Good Reasongeéfisatl below.

b. Good Reasoshall mean any of the following actions taken by @ompany:
(i) a reduction by the Company in the Employee’s Basarg or target bonus level;

(i) the Company shall fail to continue in effect anygnificant Companysponsore
compensation plan or benefit (without replacingvith a similar plan or with a compensation equind)
unless such action is in connection with acrossbierd plan changes or terminations similarly affect
least ninety-five percent (95%) of all executivepdoyees of the Company;




(i) company’s principal executive offices shall be mbwe a location outside the middle-
Tennessee area, or Employee is required to be laaseehere other than the Companprincipal executiv
offices;

(iv)  without his/her written consent, the assignmenth® Employee by the Company of du
inconsistent with, or the significant reductiontbé title, powers and functions associated withpkryee’s
position, titles or offices, unless such actiorthie result of a restructuring or realignment ofiesitan
responsibilities by the Company, for business ressthat leaves Employee at the same officer |Gl
Vice President, Executive Vice President, etc.) aatth a similar level of responsibility, or is thesult o
Employee’s failure to meet pestablished and objective performance criteriaisathe result of his/h

termination for Disability or Cause;
(v) Any material breach by the Company of any provisibthis Agreement; or

(V) The failure of any successor (whether direct oiraguad, by purchase, merger, consolida
or otherwise) to all or substantially all of thesiness and/or assets of the Company to assumesskpea
agree to perform this Agreement in the same maandrto the same extent that the Company wou
required to perform it if no such succession h&enaplace.

Good Reason shall not include Employedéath or Disability. The Company shall havedpportunity tc
cure any claimed event of Good Reason (other th@pasagraph (vi) above) within thirty (30) days icetfrorr

Employee.

11. Termination without Cause or by Employee for Good Rason. If Employees employment is terminat

by the Company without Cause which the Company a@yat any time prior to the expiration of the Te(inbeinc
understood by the Parties that termination by deatBisability shall not constitute termination faut Cause), Employ
terminates for Good Reason (as defined above)he@rCiompany fails to renew or extend the Term of tamploymer
Agreement unless such failure to renew or exteradc®mpanied with a mutually agreeable severameagement betwe:
the Company and the Employee or is the result gbleyee’s voluntary retirement, then Employee shall betleti(in liet
of the payments referenced in Paragraph 12 belod/nat in addition to), only upon the execution a&fiéctiveness of tt

Release attached




hereto and made a part hereof, to continuationngplByee’s Base Salary as of the date immaedy preceding tf
termination for 24 months, payable in accordanci wthe Company normal payroll cycle and procedures. In addi
Employee shall be entitled to outplacement seryipesvided by the Company, for one year or untilestemployment
secured, whichever comes first.

In the event that there is a breach by Employesngfcontinuing obligations under this Agreemengraférminatiol
of employment, any unpaid amounts under this Papmgill shall be forfeited. Any payments or reinsbuarents under tt
Paragraph 11 shall not be deemed the continuati&mployee’s employment for any purpose. The Camgfsobligation
under this Paragraph 11 will not negate or reducarly amounts otherwise due but not yet paid toplegree by th
Company, or (ii) any other amounts payable to Eiygdooutside this Agreement, or any other right$ BEraployee ma
have, under the terms of any of the applicable BeRtans and Stock Plan as in effect on the empleyt termination dat
Further, the Company may, at any time and in di& sliscretion, make a lungum payment of all amounts, or

remaining amounts, due to Employee under this Paphgll.

12.  Effect of Change in Control.

a. If within two (2) years following a Change in Couoiti{as hereafter defined), the Company (or
successor to the Company) terminates Empleyeeiployment without Cause or Employee terminaisthdéi
employment for Good Reason, then upon the execuarmhthe effectiveness of the Release attachedohare
made a part hereof, the Company shall pay to Enegldin lieu of the payments referenced in paragddphbove
and not in addition to):

0) a lump sum payment equal to two times Employdsse Salary in effect immediately p
to the Change in Control plus two times the amadrEmployees target incentive bonus payment in el

immediately prior to the Change in Control,

(i) alump sum payment in an amount equal to two (i the annual Employee contribu

to participate in the Company’s medical, dental aistbn benefits program;

(i) outplacement services, provided by the Companyofier year or until other employmen
secured, whichever comes first; and




(iv) Employees awards, if any, granted pursuant to the Stock Btaany precursor or succes
plan shall fully vest and shall remain exercisablaccordance with the terms of the Stock Plan.

b. For purposes of Paragraph 12(a), the paymentsidedctherein shall be limited to the Cap
Amount. The “Capped AmountShall be the amount otherwise payable under Pgrhgta(a), reduced in su
amount and to such extent that no amount of thenpay under Paragraph 12(a), plus all othparachut
payments” under Code Section 280G (collectively taTdPayments”), would constitute areXcess paracht
payment” under Code Section 280G. Notwithstandmggpreceding sentence, the EmplogeBotal Payments sh
not be limited to the Capped Amount if it is detared that Employee would receive at least $25,00Qreate
aftertax proceeds if no such reduction is made. Theutation of the Capped Amount and all other detaation:
relating to the applicability of Code Section 280&hd the rules and regulations promulgated thereQrnd the
payments contemplated by this Employment Agreemsbatl be made by the tax department of the indep®
public accounting firm then responsible for prepgror auditing the Comparg/’consolidated federal income

return, and such determinations shall be bindinghupe Employee and the Company.

C. Change in Contragdhall mean the date as of which any of the follgnaccurs:

0) The Consummation of an acquisition after which amjividual, entity or group within tt
meaning of Section 13(d)(3) or 14(d)(2) of the S#ms Exchange Act of 1934, as amended (hereir
“Exchange Act”) shall have beneficial ownershiphint the meaning of Rule 138lpromulgated under t
Exchange Act (hereinafter “Beneficial Ownershigdj) 35% or more of the Voting Securities of
Company; provided, however, that for purposes ef plheceding sentence, the following acquisitior
Voting Securities of the Company shall not congtitas Change in Control:

(A) ownership or an acquisition by Cal Turner, Jamepl8tn Turner or a member
members of his/her or their immediate family or druyst, partnership, foundation or similar er

for the exclusive benefit of any such persons émively, the “Turner Family Interests”);




(B)  any acquisition directly from the Company;
©) any acquisition by the Company or an affiliate whihe Company Controls;

(D) any acquisition by any employee benefit plan (olatesl trust) sponsored
maintained by the Company or a subsidiary of then@any;

(E) any acquisition by a qualified pension plan or iplheld mutual fund;

(F) any acquisition by the Employee or a group withia meaning of Section 14(d)
the Exchange Act that includes the Employee; or

G) any Business Combination which would not othervaigestitute a Change in Cont
because of the application of clauses (A), (B) @)dof Paragraph 12(c)(iii).

(i) A change in the composition of the Board of Direstof the Company whereby individu
who constitute the Board of Directors of the Compas of the Effective Date of this Agreement (pdung
individual who shall become a director subsequersiich date whose election or nomination for ebechy
the shareholders was approved by a vote of at [&&%t of the directors then comprising the Boar
Directors) (hereinafter “Incumbent Board¢ase for any reason to constitute at least a iyagfrthe Boar:
of Directors. Notwithstanding the foregoing, ndaiidual who shall become a director of the Boaf
Directors subsequent to the Effective Date who#&irassumption of office occurs as a result ofaatua
or threatened election contest (within the meawmhBule 14a1l of the Regulations promulgated undel
Exchange Act) with respect to the election or reah@f directors or other actual or threatened galion of
proxies or consents by or on behalf of an individeatity or group within the meaning of Section(d)§3)
or 14(d)(2) of the Exchange Act other than the Boaf Directors shall be a member of the Incum
Board.

(i) Consummation of a Business Combination, unless, ediately following such Busine
Combination, all of the following three conditioase met:




(A) all or substantially all of the individuals and iéies who held Beneficial Ownersh
respectively, of the Voting Securities of the Compaimmediately prior to such Busin
Combination beneficially own, directly or indiregtl65% or more of the combined voting powe
the Voting Securities of the corporation surviviog resulting from such Business Combinat
(including, without limitation, a corporation whids a result of such transaction holds Bene
Ownership of all or substantially all of the Votilggcurities of the Company or all or substant
all of the Company’s assets) (such surviving oultesy corporation to be referred to aSurviving
Company”),in substantially the same proportions as their osimp, immediately prior to su

Business Combination, of the Voting Securitieshaf Company;

(B)  no individual, entity or group within the meaninfySection 13(d)(3) or 14(d)(2)
the Exchange Act (excluding any corporation resglfrom such Business Combination, the Tu
Family Interests, any qualified pension plan, aliglip held mutual fund, the Employee, a gn
within the meaning of Section 14(d) of the ExchaAgethat includes the Employee, or an empl¢
benefit plan (or related trust) of the Company arv&ving Company) holds Beneficial Ownerst
directly or indirectly, of 35% or more of the combd voting power of the then outstanding Vo
Securities of Surviving Company except to the exteat such ownership existed immediately

to the Business Combination; and

©) at least a majority of the members of the boardirgctors of the Surviving Compa
were members of the Incumbent Board at the easfidne date of execution of the initial agreem
or of the action of the Board of Directors of then@pany, providing for such Business Combinat

(iv) For purposes of subparagraphs (i)i) @bove, the terms below shall have the follog

meanings:

(A) “ Business Combinatioh shall mean a reorganization, merger or consolidatiathe

Company or sale or other disposition of all or sabgally all of the assets of the Company.
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(B) “ Consummatiori shall mean the completion of the final act necgssacomplete

transaction as a matter of law, including, but haotited to, any required approvals by
corporations shareholders and board of directors, the transfelegal and beneficial title
securities or assets and the final approval ofttaesaction by any applicable domestic or for

governments or governmental agencies.

(©) “ Control ” shall mean, in the case of a corporation, Benéf@ianership of mor
than 50% of the combined voting power of the casion’s Voting Securities, or in the case of

other entity, Beneficial Ownership of more than 566uch entity’s voting equity interests.

(D) “ Voting Securities” shall mean the outstanding voting securities ofoengany
entitling the holder thereof to vote generallyhe election of such company’s directors.

13. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 heEguoployet

and the Company covenant and agree that theyrsttadingage in any commuaitions which shall disparage one anoth

interfere with their existing or prospective busiseelationships.

14. Confidentiality and Legal Process. Employee represents and agrees that he/she vél kiee term:
amount and fact of this Agreement confidential #meat he/she will not hereafter disclose any infaroraconcerning th
Agreement to any one other than his/her personahtag Notwithstanding the foregoing, nothing imstAgreement i
intended to prohibit Employee from performing anytydor obligation that shall arise as a matteraf.l Specifically
Employee shall continue to be under a duty to fulihrespond to any legal and valid subpoena bepotegal process. Tl
Agreement is not intended in any way to proscribgbyees right and ability to provide information to amgderal, stat
or local government in the lawful exercise of sgolvernment’s governmental functions.
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15.  Business Protection Provision Definitions

a. Preamble. As a material inducement to the Company to eimé&r this Agreement, and
recognition of the valuable experience, knowledgd aroprietary information Employee will gain frohs/he
employment with the Company, Employee warrants agiees he/she will abide by and adhere to the ést

protection provisions in Paragraphs 15, 16, 17ari@19 herein.

b. Definitions. For purposes of Paragraphs 15, 16, 17, 18, d®8rherein, the following terms st
have the following meanings:

0) “Competitive Position” shall mean any employment, consulting, advisoryedorshig
agency, promotional or independent contractor gearent between the Employee and (x) any pers
Entity engaged wholly or in material part in thesimess in which the Company is engaged, includirtghbr
limited to such other similar businesses as WaltM@amily Dollar Stores, Fresd, the 99 Cents Stores
Dollar Tree Stores, or (y) any person or Entityntlagtempting or planning to enter the businesshitiwvthe
Company is engaged (i.e., the deep discount consentesics retail business) whereby the Employ
required to or does perform services on behalf rofoo the benefit of such person or Entity whicle
substantially similar to the services Employee ipgrated in or directed at any time while employmsdthe

Company or any of its affiliates.

(i) “confidential Information” shall mean the proprietary or confidential dateprimation
documents or materials (whether oral, written, tetesc or otherwise) belonging to or pertaining the
Company, other than “Trade Secretgs5 (defined below), which is of tangible or intargivalue to th
Company and the details of which are not genekaltywn to the competitors of the Company. Confidd
Information shall also include any items marked NFIDENTIAL” or some similar designation or wh
are otherwise identified as being confidential.

(i) “Entity” or “Entities” shall mean any business, individual, partnerskipg jventure, agenc
governmental agency, body or subdivision, assaciafirm, corporation, limited liability company othe!
entity of any kind.
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(iv) “Restricted Period” shall mean two (2) years follogvthe Employee’s termination date.

(v) “Territory” shall include those states in which tBempany maintains stores at Employee’
termination date.

(vi) “Trade Secretsshall mean information or data of or about the Canyp including, but n
limited to, technical or notechnical data, formulas, patterns, compilationegmms, devices, metho
techniques, drawings, processes, financial datantial plans, product plans or lists of actuapotentia
customers or suppliers that: (A) derives econoralae, actual or potential, from not being gengrifiowr
to, and not being readily ascertainable by propeams by, other persons who can obtain economie
from its disclosure or use; (B) is the subjectfbdres that are reasonable under the circumstatcesintair

its secrecy; and (C) any other information whicke$ined as a “trade secret” under applicable law.

(Vi))  “Work Product” shall mean all tangible work produgtoperty, data, documentation, “know-
how,” concepts or plans, inventions, improvements, tegles and processes relating to the Compan
were conceived, discovered, created, written, egvisr developed by Employee during the term ofhlei

employment with the Company.

16. Nondisclosure: Ownership of Proprietary Property.

a. In recognition of the need of the Company to prbisdegitimate business interests during the 1
of this Agreement and thereafter, Confidential infation and Trade Secrets, Employee hereby coveram
agrees that Employee shall regard and treat Tradees and all Confidential Information as striatiynfidentia
and whollyewned by the Company and shall not, for any reasoany fashion, either directly or indirectly,
sell, lend, lease, distribute, license, give, tfansassign, show, disclose, disseminate, reprqdwopy
misappropriate or otherwise communicate any swarh ibr information to any third party or Entity fany purpos
other than in accordance with this Agreement orexpiired by applicable law: (i) with regard to kaiterr
constituting a Trade Secret, at all times suchrmfdion remains a “trade secretider applicable law, and (ii) w
regard to any Confidential Information, for the Riesed Period.
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b. Employee shall exercise best efforts to ensurectimtinued confidentiality of all Trade Secrets
Confidential Information, and he/she shall immeglanotify the Company of any unauthorized disctesor use ¢
any Trade Secrets or Confidential Information ofickhEmployee becomes aware. Employee shall ads
Company, to the extent necessary, in the protecti@n procurement of any intellectual propertyteation or othe

rights in any of the Trade Secrets or Confidertidrmation.

c. All Work Product shall be owned exclusively by tGempany. To the greatest extent possible
Work Product shall be deemed to be “work made foe”"(as defined in the Copyright Act, 17 U.S.C&101 e
seq., as amended), and Employee hereby uncondijiaral irrevocably transfers and assigns to thenGany al
right, title and interest Employee currently hasnway have by operation of law or otherwise in oratty Worl
Product, including, without limitation, all patentsopyrights, trademarks (and the goodwill assedigherewith’
trade secrets, service marks (and the goodwillcstsal therewith) and other intellectual properghts. Employe
agrees to execute and deliver to the Company amgfers, assignments, documents or other instrisnvamth the
Company may deem necessary or appropriate, frora tontime, to protect the rights granted hereincowes
complete title and ownership of any and all Workdrrct, and all associated intellectual property atiebr right
therein, exclusively in the Company.

17. Non-Interference with Employees. Employee covenants and agrees that during theri€test Perio
he/she will not, either directly or indirectly, a® or in conjunction with any other person or Bnti{a) actively recrui
solicit, attempt to solicit, or induce any persohonis an exempt employee of the Company or anysddubsidiaries, or
an officer or exempt employee of any of the othés Entities to leave or cease such employment for @aso
whatsoever; or (b) hire or engage the servicesngfsuch person described in Paragraph 17(a) abowny busine:

substantially similar or competitive with that irhigh the Company was engaged during his/her empoym

18.  Non-Interference with Business Relationships

a. Employee acknowledges that in the course of empém¢mhe/she will learn about Compasy’
business, services, materials, programs and predunct the manner in which they are developed, nedkservice
and provided. Employee knows and acknowledgestileaCompany has invested considerable time anceynim

developing its
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programs, agreements, stores, vendors, repres@stasiervices, products and marketing techniquedhra
they are unique and original. Employee furthernmeiledges that the Company must keep secret dlinpai
information divulged to Employee and Companyusiness concepts, ideas, programs, plans awcegses, SO
not to aid Companyg competitors. Accordingly, Company is entitledhe following protection, which Employ

agrees is reasonable:

b. Employee covenants and agrees that during the i€testrPeriod, he/she will not, on his/her ¢
behalf or on behalf of any person or Entity, seliciirect, appropriate, call upon, or initiate commitation o
contact with any person or entity or any repredergaof any person or entity, with whom Employeeal fantac

during his/her employment, in such a way as tariate with Company’s business relationships.

19.  Agreement Not to Work in Competitive Position.

a. Employee covenants and agrees not to obtain or moakCompetitive Position within the Territc

for the Restricted Period.

b. Employee and Company expressly covenant and abedethie scope, territorial, time and of
restrictions contained in this entire Agreementstibnte the most reasonable and equitable restnistpossible 1
protect the business interest of the Company git¢nhe business of the Company; (ii) the compatiinature c
the Company’s industry; and (iii) that Employgeskills are such that he/she could easily finckraktive
commensurate employment or consulting work in leisfield which would not violate any of the prowss of thi
Agreement. The Employee further acknowledges ttitcompensation and benefits described in Paragrapl:
and 12 are also in consideration of his/her covesnand agreements contained in Paragraphs 15 thdfugereof.

20. Return of Materials . Upon the Employee&’ termination, or at any point after that time, mbe specifi

request of the Company, Employee shall return ¢oGbmpany all written or descriptive materials 0§ &ind belonging ¢
relating to the Company or its affiliates, inclugjrwithout limitation, any originals, copies andsthcts containing al

Work Product, intellectual property, Confidentinafdrmation and Trade Secrets in Employee’s possessi control.
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21.  General Provisions.

a. Amendment This Agreement may be amended or modified ogly bvriting signed by both of t
parties hereto.

b. Binding Agreement This Agreement shall inure to the benefit of &dbinding upon Employe

his/her heirs and personal representatives, an@angany and its successors and assigns.

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

Agreement shall not operate or be construed asiaewaf any other breach. Each of the partiehis Agreemer
will be entitled to enforce its or his/her rightsder this Agreement, specifically, to recover daesaggy reason
any breach of any provision of this Agreement am@xercise all other rights existing in its or hey/ favor. Th
parties hereto agree and acknowledge that monewngsnmay not be an adequate remedy for any brdéatie
provisions of this Agreement and that any party nmaits or his/her sole discretion apply to any aef law ol
equity of competent jurisdiction for specific perftance or injunctive relief in order to enforce mrevent an

violations of the provisions of this Agreement.

d. Unsecured General CreditorThe Company shall neither reserve nor dpedly set aside funds f

the payment of its obligations under this Agreemantl such obligations shall be paid solely fromdleneral asse
of the Company.

e. No Effect On Other Arrangementslt is expressly understood and agreed that 8yengnts made

accordance with this Agreement are in additionrtg ather benefits or compensation to which Employes be
entitled or for which he/she may be eligible, wiegtfunded or unfunded, by reason of his/her emptaymwith the

Company.

f. Tax Withholding. There shall be deducted from each payment uhieAgreement the amount

any tax required by any govenental authority to be withheld and paid over by @ompany to such governme!
authority for the account of Employee.

g. Notices.

0) All notices and all other communications provideat herein shall be in writing a

delivered personally to the other designated partynailed by
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certified or registered mail, return receipt reqadsor delivered by a recognized national oven
courier service, or sent by facsimile, as follows:

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

If to Employee to: Kathleen Guion
8805 Smoketree Cove
Austin, TX 78738

(i) Al notices sent under this Agreement shall be dmmiven twentyfour (24) hours afte
sent by facsimile or courier, severitye (72) hours after sent by certified or registeraail and whe

delivered if personal delivery.

(i) Either party hereto may change the address to wintice is to be sent hereunder by wri
notice to the other party in accordance with th@vjgsions of this Paragraph.

h. Governing Law. This Agreement shall be governed by and condtmi@ccordance with the laws

the State of Tennessee (without giving effect tofloct of laws).

. Entire Agreement This Agreement contains the full and completelaratanding of the parti

hereto with respect to the subject matter contaime@din and this Agreement supersedes and repéaoepriol
agreement, either oral or written, which Employesyrhave with Company that relates generally tostimae subje
matter.

J- Assignment. This Agreement may not be assigned by Emploged, any attempted assignmr
shall be null and void and of no force or effect.

k. Severability . If any one or more of the terms, provisions, exmants or restrictions of tl
Agreement shall be determined by a court of commgteisdiction to be invalid, void or unenforceapthen th
remainder of the terms, provisions, covenants asttictions of this Agreement shall remain in folice and effec
and to that end the provisions hereof shall be @éeesaverable.
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l Paragraph HeadingsThe paragraph headings set forth herein aredovenience of reference o

and shall not affect the meaning or interpretatibthis Agreement whatsoever.

m. Interpretation Should a provision of this Agreement requireigiad interpretation, it is agreed tl
the judicial body interpreting or construing ther@gment shall not apply the assumption that theddrereof she
be more strictly construed against one party bysaeaof the rule of construction that an instrumento be
construed more strictly against the party whicklfter through its agents prepared the agreemebging agree
that all parties and/or their agents have partteghén the preparation hereof.

n. Voluntary Agreement Employee and Company represent and agree tlcht less reviewed ¢

aspects of this Agreement, has carefully read anly finderstands all provisions of this Agreemeamd i
voluntarily entering into this Agreement. Eachtpaepresents and agrees that such party has Bagpgortunity t
review any and all aspects of this Agreement wibal, tax or other adviser(s) of such patghoice befol

executing this Agreement.

IN WITNESS WHEREOF, the parties hereto have exaehbute caused their duly authorized representatd
execute, this Agreement effective the 25 day ofdla004.

‘COMPANY”
DOLLAR GENERAL CORPORATION

By:/s/ David A. Perdue

Its: Chairman and Chief Executive Officer

‘EMPLOYEE"

/s/ Kathleen R. Guion
Kathleen Guion

Witnessed By:

/sl Anessa Anderton
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Addendum to Employmeni
Agreement with

RELEASE AGREEMENT

THIS RELEASE (“Release”) is made and entered infjoabd between (“Employesi}
DOLLAR GENERAL CORPORATION , and its successor or assigns (“Company”).

WHEREAS, Employee and Company have agreed that @reps employment with Dollar General Corporai

shall terminate on :

WHEREAS, Employee and the Company have previousitered into that certain Employment Agreemr

effective (“Agreement”), that Release is incorporated therein by reference;

WHEREAS, Employee and Company desire to delindae tespective rights, duties and obligationsretsat t
such termination and desire to reach an accordsatisfaction of all claims arising from Employse@mployment, and f

termination of employment, with appropriate release accordance with the Agreement;

WHEREAS, the Company desires to compensate Employaecordance with the Agreement for service heelsh

provided or will provide for the Company;

NOW, THEREFORE, in consideration of the premised #re agreements of the parties set forth in trakeése
and other good and valuable consideration the pee@id sufficiency of which are hereby acknowledgkd parties herel
intending to be legally bound, hereby covenantagree as follows:

1. Claims Released Under This Agreement

In exchange for receiving the benefits describe®amagraph 11 or 12 of the Agreement, | herebyntahily anc
irrevocably waive, release, dismiss with prejudiaed withdraw all claims, complaints, suits or ded of any kin
whatsoever (whether known or unknown) which | elvad, may have, or now have against Company and otiieent o
former subsidiaries or affiliates of the Companyl dheir past, present and future officers, direst@mployees, ager

insurers and attorneys (collectively, the “Relea®g@rising from or relating to (directly or indictly) my
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employment or the termination of my employment tineo events occurred as of the date of executiothig
Agreement, including but not limited to:

a. claims for violations of Title VII of the Civil Rigts Act of 1964, the Age Discrimination
Employment Act, the Fair Labor Standards Act, thel®ights Act of 1991, the Americans With Disab#és Act.
the Equal Pay Act, the Family and Medical Leave, A& U.S.C. 81981, the Sarbanes Oxley Act of 2002,
National Labor Relations Act, the Labor ManagemBelations Act, Executive Order 11246, Executive &€
11141, the Rehabilitation Act of 1973, or the Enygle Retirement Income Security Act;

b. claims for violations of any other federal or ststatute or regulation or local ordinance;

C. claims for lost or unpaid wages, compensation, emeffits, defamation, intentional or neglig
infliction of emotional distress, assault, battemyongful or constructive discharge, negligent rgri retention ¢
supervision, fraud, misrepresentation, conversiortjous interference, breach of contract, or bineat fiduciary
duty;

d. claims to benefits under any bonus, severance, faaek reduction, early retirement, outplacernr
or any other similar type plan sponsored by the gamy (except for benefits specifically provided forder th
Benefits Plans as specified in Section 2, below); o

e. any other claims under state law arising in tort@mtract.

2. Claims Not Released Under This Agreement

In signing this Agreement, | am not releasing alaynes that may arise under the terms of this Agreeinor whicl

may arise out of events occurring after the da&eelcute this Agreement.

I am also not releasing claims to benefits thahlaready entitled to receive under the Benefitm®l However,
understand and acknowledge that nothing hereinténded to or shall be construed to require the f@my to institute ¢
continue in effect any particular plan or benefibssored by the Company and the Company herebyesséhe right t

amend or terminate any of its benefit programsgttane in accordance with the procedures set farguch plans.

Nothing in this Agreement shall prohibit me fromgeaging in protected activities under applicable lawfronm
communicating, either voluntarily or otherwise, winy governmental agency concerning any poteuttdhtion of the
law.
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3. No Assignment of Claim. Employee represents that he/she has not assigrtesheferred, or purported

assign or transfer, any claims or any portion tbkoe interest therein to any party prior to theéedaf this Release.

4. Compensation. In accordance with the Agreement, the Companyesgi@ pay the Employee, or if he/

becomes eligible for payments under Paragraph 1P dyut dies before receipt thereof, his/her spaudss/her estate,
the case may be, the amount provided in Paragramin 12 of the Agreement.

5. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 efAgreemen

Employee and the Company covenant and agree #aastiall not engage in any commeations which shall disparage «
another or interfere with their existing or prosjpee business relationships.

6. No Admission Of Liability . This Release shall not in any way be construedragdmission by t
Company or Employee of any improper actions orilitigbwvhatsoever as to one another, and each dpeliif disclaims an
liability to or improper actions against the otlugrany other person, on the part of itself or hilidlserself, its or his/he
employees or agents.

7. Voluntary Execution . Employee warrants, represents and agrees thahehé&@s been encouragec

writing to seek advice from anyone of his/her chiogsegarding this Release, including his/her aggrand accountant
tax advisor prior to his/her signing it; that ttiRelease represents written notice to do so; thishkehas been given -
opportunity and sufficient time to seek such advimed that he/she fully understands the meaningcamients of thi
Release. Helshe further represents and warranthéishe was not coerced, threatened or otherwised to sign th
Release, and that his/her signature appearingrfagtei is voluntary and genuine. EMPLOYEE UNDER®NI2AS THAT
HE/SHE MAY TAKE UP TO TWENTYONE (21) DAYS TO CONSIDER WHETHER OR NOT HE/SHE DR&S TC
ENTER INTO THIS RELEASE.

8. Ability to Revoke Agreement. EMPLOYEE UNDERSTANDS THAT HE/SHE MAY REVOKE THIS
RELEASE BY NOTIFYING THE COMPANY IN WRITING OF SUCH REVOCATION WITHIN SEVEN (7)
DAYS OF HIS/HER EXECUTION OF THIS RELEASE AND THAT THIS RELEASE IS NOT EFFECTIVE
UNTIL THE EXPIRATION OF SUCH SEVEN (7) DAY PERIOD. HE/SHE UNDERSTANDS THAT UPON THE
EXPIRATION OF SUCH SEVEN (7) DAY PERIOD THIS RELEAS E WILL BE BINDING
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UPON HIM/HER AND HIS/HER HEIRS, ADMINISTRATORS, REP RESENTATIVES, EXECUTORS,
SUCCESSORS AND ASSIGNS AND WILL BE IRREVOCABLE.
Acknowledged and Agreed To:
“COMPANY”

DOLLAR GENERAL CORPORATION

By:
Its:

| UNDERSTAND THAT BY SIGNING THIS RELEASE, | AM GIV ING UP RIGHTS | MAY HAVE. |

UNDERSTAND THAT | DO NOT HAVE TO SIGN THIS RELEASE.

“EMPLOYEE”
Date
WITNESSED BY:
Date
22
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”), effectivarch 15, 2005 (“Effective Date”)s made an
entered into by and betweeDOLLAR GENERAL CORPORATION (the “Company”), andSusan Lanige
(“Employee”).

WITNESSETH:
WHEREAS, Company desires to employ Employee upenténms and subject to the conditions hereinakd

forth, and Employee desires to accept such emplayme

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

acknowledged, the parties agree as follows:

Employment Terms

1. Employment . Subject to the terms and conditions of this Agreetn Company agrees to emg
Employee as EVP, General Counsel of Dollar Ger@oaporation.

2. Term . The term of this Agreement shall be until the sekcannual anniversary of the Effective C
(“Term”), unless otherwise terminated pursuantaoa@raphs 7, 8, 9, 10, 11 or 12 hereof.

3. Position, Duties and Administrative Support.

a. Position. Employee shall serve as EVP, General CounSaiployee shall report to tighairman &




CEOand perform such duties and responsibilities at@rman & CEQOmay prescribe from time-

to-time.

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

his /her ability such duties and responsibilitiesl ahall devote his/her fulime efforts to the business and affair
Company. Employee agrees to promote the bestesterof Company and to take no action that in aay

damages the public image or reputation of Compésgubsidiaries or its affiliates.

C. Administrative Support Employee shall be provided with office space addinistrative suppc

commensurate with his/her position.

d. No Interference With Duties Employee shall not devote time to other actgtivhich would inhib

or otherwise interfere with the proper performaatais/her




duties, and shall not be directly or indirectly cemed or interested in any other occupation, agtior
interest in any business whatsoever other thanebgan of holding a nocentrolling interest as a sharehol
securities holder or debenture holder in a corpamaquoted on a nationally recognized exchange pleyee ma
not serve as a member of a board of directors @drgrofit company, other than the Company or any s

subsidiaries or affiliates, during the Term withthe express approval of the CEO.

4. Work Standard . Employee hereby agrees that he/she shall anatisticomply with and abide by all ter
and conditions set forth in this Agreement, andaglplicable work policies, procedures and rulesnay be issued |
Company. Employee also agrees that he/she shalblgowith all federal, state anldcal statutes, regulations and pu

ordinances governing the performance of his/heedutereunder.

S. Compensation.

a. Base Salary Subject to the terms and conditions set fortlthin Agreement, Company shall |

Employee, and Employee shall accept, an annual ssaey (“Base Salary”) of no less thdmee hundred and fif

thousandDollars ($350,000). The Base Salary shall be pa&tcordance with Comparsyhormal payroll practic
and may be increased from time to time at the disleretion of the Company.

b. Incentive Bonus. Employees incentive compensation for the Term of this Agreat shall b

determined under the Compasybonus program for officers established by the aEmsation Committee a
amended in its discretion. The actual bonus paidyant to this Paragraph 5(b) shall be based diorpganct
criteria established by the Compensation Committe@accordance with the terms and conditions of kbaus

program for officers.

C. Stock Based Compensation Employee shall be eligible for award grants framme-totime

consistent with the award grants made to similaitiyated officers of the Company as governed byehmas of th
1998 Employee Stock Incentive Plan, as may be aatknol any successor plan thereof (the “Stock Blaar’

determined in the sole discretion of the Compeoasaommittee.

d. Vacation. Employee shall be entitled to three weeks padation time within the first year
employment. After five years of employment, Empleyhall be entitled to four weeks paid vacationcaten time

is granted on the anniversary of




Employees hire date each year. Any available but unusedatiat as of the annual anniversary
employment date or at Employee’s termination datdl e forfeited.

e. Business ExpensesEmployee shall be reimbursed for all reasonlbkness expenses incurre:

carrying out the work hereunder. Employee shalieae to the Company’expense reimbursement policies

shall follow those expense reimbursement procediagsyenerally apply to other Company employees.

f. Perquisites Employee shall be entitled to receive such o#xecutive perquisites, fringe and of
benefits as are provided to officers and their feemiunder any of the Compasyplans and/or programs in eft

from time to time and such other benefits as astarnarily available to officers of the Company dineiir families.

6. Benefits . During the Term, Employee (and, where applicaBleployees eligible dependents) shall
eligible to participate in the various Company \aedf benefit plans, practices and policies (inclgdwithout limitation
medical, prescription, dental, vision, disabiligmployee life, accidental death and travel accidestirance plans a
programs) to the extent and in accordance withteh@as of those plans as generally provided to eficor other similarl
situated employees of the Company. In additionplBgee shall be eligible to participate, pursuantheir terms, in ar
other benefit plans offered by the Company to efficor other employees (excluding plans applicablely to certai
officers of the Company in accordance with the egprterms of such plans), including, without liniata, the 401(k
Retirement and Savings Plan and CDP/SERP Planled@gkly the plans and arrangements describedlismRaragraph
and as they may be amended or modified in accoeda#ith their terms are hereinafter referred tohes“Benefits Plans.”
Notwithstanding the above, Employee understandsaakdowledges that Employee is not eligible fordfga under th
Dollar General Corporation Severance Plan andttfeabnly severance benefits Employee is entitlearéoset forth in th
Agreement.

7. Termination for Cause . Under the following conditions, each of which $hebnstitute “Cause’or

“Termination for Cause”this Agreement may be terminated immediately at @aimg by Company without any liabili
owing to Employee or Employesbeneficiaries under this Agreement, except fos¢hbenefits owed under any other
or agreement covering Employee which shall be gmeby the terms of such plan or agreement:




a. Any act involving fraud, dishonesty or material mejsresentation, or any material breact
applicable regulations of competent authoritieselation to trading or dealing with stocks, secasit investmen
and the like;

b. Other than as required by law, the carrying oudrof activity or the making of any public staten
which prejudices or reduces the good name and isiguodl Company or any of its affiliates or wouldry any on

of these into public contempt or ridicule;

c. Attendance at work in a state of intoxication oimigefound in possession of any prohibited dru

substance, possession of which would amount tovaral offense;
d. Assault or other act of violence against any emgdogf Company or other person; or
e. Conviction of any felony whatsoever or any misdenwganvolving moral turpitude.

A termination for Cause shall be effective onlythe Company has given Employee written notice €
intention to terminate for Cause, describing Emplly acts or omissions that are believed to constiigase, and h

given Employee fair opportunity to respond.

8. Termination upon Death . Notwithstanding anything herein to the contrahys tAgreement shall termin:

immediately upon Employegdeath, and Company shall have no further lightititEmployee or his/her beneficiaries ur
this Agreement, except for benefits under the Béenéflans and Stock Plan covering Employee to #teng provided b

the terms of such Benefits Plans and Stock Plan.

9. Disability . If a Disability (as defined below) of Employee ace during the Term, the Company r
notify Employee of the Company’s intention to tematie Employees employment. In that event, employment ¢
terminate effective on the termination date proglide such notice of termination (the “Disabilityf&ttive Date”),and thit
Agreement shall terminate without further liability Employee, except for benefits under the Beséflans and Stock Pl
covering Employee to the extent provided by thenterof such Benefits Plans and Stock Plan. In &gseemen

“Disability” means:

(a) a long-term disability, as defined in the Compangfplicable longerm disability plan €

then in effect; or




(b) Employees inability reasonably to perform his/her dutiesleinthis Agreement because
any medically determinable physical or mental impant that (i) can reasonably be expected to res
death or (ii) has lasted or can reasonably be ¢ggddo last longer than ninety (90) consecutivesday thit
circumstance, the existence of a Disability shalldetermined by the Company, in its sole and ake
discretion, upon receipt of competent medical aglWiom a qualified physician selected by or acdapté&c
the Company. In this circumstance, Employee skdhere is any question about his/her Disabilgypmi
to a physical examination by a qualified physicsafected by the Company. Nothing in this subsectyme
intended to nor shall it be deemed to broaden atifpthe definition of “disability” in the Compang’long-

term disability plan.

10. Employeés Termination of Employment.

a. Notwithstanding anything herein to the contrary, #ogyee may terminate his/her employment
this Agreement at any time, for no reason, withtyhi30) days written notice to Company. Upon stemination
Employee shall be entitled to his/her prorata BSatary through the date of termination and suclerotteste
benefits under any other plan or agreement covétmgloyee which shall be governed by the termsiohglan o
agreement. Employee shall not be entitled to thmsgments and benefits listed in paragraph 11, anhegsh
terminates his/her employment for Good Reasoneéinet below.

b. Good Reasoshall mean any of the following actions taken by @ompany:
0) a reduction by the Company in the Employee’s Badar$ or target bonus level,

(i) the Company shall fail to continue in effect anygricant Companysponsore
compensation plan or benefit (without replacingvith a similar plan or with a compensation equin)
unless such action is in connection with acrossbiberd plan changes or terminations similarly affect

least ninety-five percent (95%) of all executiveptoyees of the Company;

(i) company’s principal executive offices shall be nubve a location outside the middle-
Tennessee area, or Employee is required to be laaseehere other than the Companprincipal executiv

offices;




(iv)  without his/her written consent, the assignmenth® Employee by the Company of du
inconsistent with, or the significant reductiontbé title, powers and functions associated withpyee’s
position, titles or offices, unless such actiorthie result of a restructuring or realignment ofiesitan
responsibilities by the Company, for business ressthat leaves Employee at the same officer |Gl
Vice President, Executive Vice President, etc.) aatth a similar level of responsibility, or is thesult o
Employee’s failure to meet pestablished and objective performance criteriaisothe result of his/h
termination for Disability or Cause;

V) Any material breach by the Company of any provisibthis Agreement; or

(V) The failure of any successor (whether direct oiraguad, by purchase, merger, consolida
or otherwise) to all or substantially all of thesiness and/or assets of the Company to assumesskpaa
agree to perform this Agreement in the same maandrto the same extent that the Company wou

required to perform it if no such succession h&enaplace.

Good Reason shall not include Employedeath or Disability. The Company shall havedhportunity tc
cure any claimed event of Good Reason (other thi@pasagraph (vi) above) within thirty (30) daysioetfromr
Employee.

11. Termination without Cause or by Employee for Good Rason. If Employees employment is terminat

by the Company without Cause which the Company a@yat any time prior to the expiration of the Teinbeinc
understood by the Parties that termination by deatBisability shall not constitute termination fdut Cause), Employ
terminates for Good Reason (as defined above)h@rCompany fails to renew or extend the Term of tamploymer
Agreement unless such failure to renew or exteratc®mpanied with a mutually agreeable severameagement betwe:
the Company and the Employee or is the result oplEyee’s voluntary retirement, then Employee shall betkeati(in liet
of the payments referenced in Paragraph 12 belod/nat in addition to), only upon the execution &fiéctiveness of tt
Release attached hereto and made a part hereogntowuation of Employee’s Base Salary as of thie dieamedately
preceding the termination for 24 months, payablecdoordance with the Company’s normal payroll




cycle and procedures. In addition, Employee shalkbtitled to outplacement services, provided &y Gompany

for one year or until other employment is secuvetichever comes first.

In the event that there is a breach by Employesngfcontinuing obligations under this Agreemengraférminatiol
of employment, any unpaid amounts under this Papgl 1 shall be forfeited. Any payments or reirsbarents under tf
Paragraph 11 shall not be deemed the continuatidmployee’s employment for any purpose. The Camyjmobligation
under this Paragraph 11 will not negate or reducar(y amounts otherwise due but not yet paid toplegree by th
Company, or (ii) any other amounts payable to Ewygdooutside this Agreement, or any other right$ BEraployee ma
have, under the terms of any of the applicable BeR&ns and Stock Plan as in effect on the empleyt termination dat
Further, the Company may, at any time and in die gliscretion, make a lumgsm payment of all amounts, or
remaining amounts, due to Employee under this Paphgll.

12.  Effect of Change in Control.

a. If within two (2) years following a Change in Cooit{as hereafter defined), the Company (or
successor to the Company) terminates Emplayesployment without Cause or Employee terminaiséhd
employment for Good Reason, then upon the execuarmhthe effectiveness of the Release attachedohare
made a part hereof, the Company shall pay to Enegldin lieu of the payments referenced in paragdaphbove
and not in addition to):

0) a lump sum payment equal to two times Employddase Salary in effect immediately p
to the Change in Control plus two times the amairEmployee$ target incentive bonus payment in el

immediately prior to the Change in Control,

(i) alump sum payment in an amount equal to two (gsi the annual Employee contribu

to participate in the Company’s medical, dental gistbn benefits program;

(i) outplacement services, provided by the Companyofir year or until other employmen

secured, whichever comes first; and




(iv) Employees awards, if any, granted pursuant to the Stock Btaany precursor or succes
plan shall fully vest and shall remain exercisablaccordance with the terms of the Stock Plan.

b. For purposes of Paragraph 12(a), the paymentsidedctherein shall be limited to the Cap
Amount. The “Capped AmountShall be the amount otherwise payable under Pgrhgta(a), reduced in su
amount and to such extent that no amount of thenpay under Paragraph 12(a), plus all othparachut
payments” under Code Section 280G (collectively taTdPayments”), would constitute areXcess paracht
payment” under Code Section 280G. Notwithstandmggpreceding sentence, the EmplogeBotal Payments sh
not be limited to the Capped Amount if it is detared that Employee would receive at least $25,00Qreate
aftertax proceeds if no such reduction is made. Theutation of the Capped Amount and all other detaation:
relating to the applicability of Code Section 280&hd the rules and regulations promulgated thereQrnd the
payments contemplated by this Employment Agreemsbatl be made by the tax department of the indep®
public accounting firm then responsible for prepgror auditing the Comparg/’consolidated federal income

return, and such determinations shall be bindinghupe Employee and the Company.

C. Change in Contragdhall mean the date as of which any of the follgnaccurs:

0) The Consummation of an acquisition after which amjividual, entity or group within tt
meaning of Section 13(d)(3) or 14(d)(2) of the S#ms Exchange Act of 1934, as amended (hereir
“Exchange Act”) shall have beneficial ownershiphint the meaning of Rule 138lpromulgated under t
Exchange Act (hereinafter “Beneficial Ownershigdj) 35% or more of the Voting Securities of
Company; provided, however, that for purposes ef plheceding sentence, the following acquisitior
Voting Securities of the Company shall not congtitas Change in Control:

(A) ownership or an acquisition by Cal Turner, Jamepl8tn Turner or a member
members of his/her or their immediate family or druyst, partnership, foundation or similar er

for the exclusive benefit of any such persons émively, the “Turner Family Interests”);




(B)  any acquisition directly from the Company;
©) any acquisition by the Company or an affiliate whihe Company Controls;

(D) any acquisition by any employee benefit plan (olatesl trust) sponsored
maintained by the Company or a subsidiary of then@any;

(E) any acquisition by a qualified pension plan or iplheld mutual fund;

(F) any acquisition by the Employee or a group withia meaning of Section 14(d)
the Exchange Act that includes the Employee; or

G) any Business Combination which would not othervaigestitute a Change in Cont
because of the application of clauses (A), (B) @)dof Paragraph 12(c)(iii).

(i) A change in the composition of the Board of Direstof the Company whereby individu
who constitute the Board of Directors of the Compas of the Effective Date of this Agreement (pdung
individual who shall become a director subsequersiich date whose election or nomination for ebechy
the shareholders was approved by a vote of at [&&%t of the directors then comprising the Boar
Directors) (hereinafter “Incumbent Board¢ase for any reason to constitute at least a iyagfrthe Boar:
of Directors. Notwithstanding the foregoing, ndaiidual who shall become a director of the Boaf
Directors subsequent to the Effective Date who#&irassumption of office occurs as a result ofaatua
or threatened election contest (within the meawmhBule 14a1l of the Regulations promulgated undel
Exchange Act) with respect to the election or reah@f directors or other actual or threatened galion of
proxies or consents by or on behalf of an individeatity or group within the meaning of Section(d)§3)
or 14(d)(2) of the Exchange Act other than the Boaf Directors shall be a member of the Incum
Board.

(i) Consummation of a Business Combination, unless, ediately following such Busine
Combination, all of the following three conditioase met:




(A) all or substantially all of the individuals and iéies who held Beneficial Ownersh
respectively, of the Voting Securities of the Compaimmediately prior to such Busin
Combination beneficially own, directly or indiregtl65% or more of the combined voting powe
the Voting Securities of the corporation surviviog resulting from such Business Combinat
(including, without limitation, a corporation whids a result of such transaction holds Bene
Ownership of all or substantially all of the Votilggcurities of the Company or all or substant
all of the Company’s assets) (such surviving oultesy corporation to be referred to aSurviving
Company”),in substantially the same proportions as their osimp, immediately prior to su

Business Combination, of the Voting Securitieshaf Company;

(B)  no individual, entity or group within the meaninfySection 13(d)(3) or 14(d)(2)
the Exchange Act (excluding any corporation resglfrom such Business Combination, the Tu
Family Interests, any qualified pension plan, aliglip held mutual fund, the Employee, a gn
within the meaning of Section 14(d) of the ExchaAgethat includes the Employee, or an empl¢
benefit plan (or related trust) of the Company arv&ving Company) holds Beneficial Ownerst
directly or indirectly, of 35% or more of the combd voting power of the then outstanding Vo
Securities of Surviving Company except to the exteat such ownership existed immediately

to the Business Combination; and

©) at least a majority of the members of the boardirgctors of the Surviving Compa
were members of the Incumbent Board at the easfidne date of execution of the initial agreem
or of the action of the Board of Directors of then@pany, providing for such Business Combinat

(iv) For purposes of subparagraphs (i)i) @bove, the terms below shall have the follog

meanings:

(A) “ Business Combinatioh shall mean a reorganization, merger or consolidatiathe

Company or sale or other disposition of all or sabgally all of the assets of the Company.
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(B) “ Consummatiori shall mean the completion of the final act necgssacomplete

transaction as a matter of law, including, but haotited to, any required approvals by
corporations shareholders and board of directors, the transfelegal and beneficial title
securities or assets and the final approval ofttaesaction by any applicable domestic or for

governments or governmental agencies.

(©) “ Control ” shall mean, in the case of a corporation, Benéf@ianership of mor
than 50% of the combined voting power of the casion’s Voting Securities, or in the case of

other entity, Beneficial Ownership of more than 566uch entity’s voting equity interests.

(D) “ Voting Securities” shall mean the outstanding voting securities ofoengany

entitling the holder thereof to vote generallyhe election of such company’s directors.

13. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 lheEroployet

and the Company covenant and agree that theyrsttadingage in any commuaitions which shall disparage one anoth

interfere with their existing or prospective busiseelationships.

14. Confidentiality and Legal Process. Employee represents and agrees that he/she vél kiee term:

amount and fact of this Agreement confidential #meat he/she will not hereafter disclose any infaroraconcerning th
Agreement to any one other than his/her personahtag Notwithstanding the foregoing, nothing imstAgreement i
intended to prohibit Employee from performing anytydor obligation that shall arise as a matteraf.l Specifically
Employee shall continue to be under a duty to fulihrespond to any legal and valid subpoena bepotegal process. Tl
Agreement is not intended in any way to proscribgbyees right and ability to provide information to amgderal, stat
or local government in the lawful exercise of sgolvernment’s governmental functions.

15.  Business Protection Provision Definitions

a. Preamble. As a material inducement to the Company to eimé&r this Agreement, and
recognition of the valuable experience, knowledgd aroprietary information Employee will gain frohs/he
employment with the Company, Employee warrants agiees he/she will abide by and adhere to the ést
protection provisions in Paragraphs 15, 16, 17ari@19 herein.

b. Definitions. For purposes of Paragraphs 15, 16, 17, 18, d®8@rherein, the following terms st

have the following meanings:

(i) “Competitive Position” shall mean any employment, consulting, advisoryeadorshig
agency, promotional or independent contractor gearent between the Employee and (x) any pers
Entity engaged wholly or in material part in thesimess in which the Company is engaged, includirghb
limited to such other similar businesses as WaltM@amily Dollar Stores, Fred, the 99 Cents Stores
Dollar Tree Stores, or (y) any person or Entityntlagtempting or planning to enter the businesshickvthe
Company is engaged (i.e., the deep discount consentesics retail business) whereby the Employ
required to or does perform services on behalf rofoo the benefit of such person or Entity whicle

substantially similar to the services Employee ipgrated in or directed at any time while employmsdthe



Company or any of its affiliates.

(i) “Confidential Information” shall mean the proprietary or confidential dateprimation
documents or materials (whether oral, written, tetesc or otherwise) belonging to or pertaining the
Company, other than “Trade Secreta’ (defined below), which is of tangible or intangivalue to th
Company and the details of which are not genekaltywn to the competitors of the Company. Confidd
Information shall also include any items marked NIKIDENTIAL” or some similar designation or wh
are otherwise identified as being confidential.

(i) “Entity” or “Entities” shall mean any business, individual, partnersliipt jventure, agenc
governmental agency, body or subdivision, assatiafirm, corporation, limited liability company athe!
entity of any kind.

(iv) “Restricted Period” shall mean two (2) years foliogvthe Employee’s termination date.

V) “Territory” shall include those states in which tBempany maintains stores at Emplogee’
termination date.

(vi) “Trade Secretsshall mean information or data of or about the Canyp including, but n
limited to, technical or notechnical data, formulas, patterns, compilationegmms, devices, metho
techniques, drawings, processes, financial datantial plans, product plans or lists of actuapotentia
customers or suppliers that: (A) derives econoralae, actual or potential, from not being gengriiiowr
to, and not being readily ascertainable by propeams by, other persons who can obtain economie
from its disclosure or use; (B) is the subjectfbdrts that are reasonable under the circumstatocesintait

its secrecy; and (C) any other information whicke$ined as a “trade secret” under applicable law.

(Vi) “Work Product’ shall mean all tangible work produgtoperty, data, documentation, “know-
how,” concepts or plans, inventions, improvements, tepgles and processes relating to the Compan
were conceived, discovered, created, written, eslisr developed by Employee during the term ofhlei
employment with the Company.

16.  Nondisclosure: Ownership of Proprietary Property.

a. In recognition of the need of the Company to proitsdegitimate business interests during the 1
of this Agreement and thereafter, Confidential infation and Trade Secrets, Employee hereby coveram
agrees that Employee shall regard and treat Tradee and all Confidential Information as striatiynfidentia
and whollyowned by the Company and shall not, for any reaspoany fashion, either directly or indirectly,
sell, lend, lease, distribute, license, give, tfansassign, show, disclose, disseminate, reprqdwopy
misappropriate or otherwise communicate any swerh r information to any third party or Entity fany purpos
other than in accordance with this Agreement omexpiired by applicable law: (i) with regard to leaiterr
constituting a Trade Secret, at all times suchrm&tion remains a “trade secreifider applicable law, and (ii) w

regard to any Confidential Information, for the Riesed Period.

b. Employee shall exercise best efforts to ensurectimtinued confidentiality of all Trade Secrets
Confidential Information, and he/she shall immeglanotify the Company of any unauthorized disctesor use ¢



any Trade Secrets or Confidential Information ofichhEmployee becomes aware. Employee
assist the Company, to the extent necessary, inptbgection of or procurement of any intellectuabgerty
protection or other rights in any of the Trade 8&cor Confidential Information.

C. All Work Product shall be owned exclusively by tGempany. To the greatest extent possible
Work Product shall be deemed to be “work made fo#"Has defined in the Copyright Act, 17 U.S.C&101 e
seq., as amended), and Employee hereby uncondijiaral irrevocably transfers and assigns to then@any al
right, title and interest Employee currently hasnmay have by operation of law or otherwise in oratty Worl
Product, including, without limitation, all patentsopyrights, trademarks (and the goodwill assedigherewith’
trade secrets, service marks (and the goodwillcstsm therewith) and other intellectual propeights. Employe
agrees to execute and deliver to the Company amgfers, assignments, documents or other instrisnvemth the
Company may deem necessary or appropriate, frora tontime, to protect the rights granted hereirtcores
complete title and ownership of any and all Workdrrct, and all associated intellectual property atiar right

therein, exclusively in the Company.

17. Non-Interference with Employees. Employee covenants and agrees that during theri€edt Perio

he/she will not, either directly or indirectly, a® or in conjunction with any other person or Bnti{a) actively recrui
solicit, attempt to solicit, or induce any persohons an exempt employee of the Company or anysa$ubsidiaries, or
an officer or exempt employee of any of the othés Bntities to leave or cease such employment for @asol
whatsoever; or (b) hire or engage the servicesngf sach person described in Paragraph 17(a) abowny busine:

substantially similar or competitive with that irhigh the Company was engaged during his/her empoym

18. Non-Interference with Business Relationships

a. Employee acknowledges that in the course of empémgmhe/she will learn about Compasny’
business, services, materials, programs and prednct the manner in which they are developed, nedkservice
and provided. Employee knows and acknowledgesthiga€Company has invested considerable time anceynin
developing its programs, agreements, stores, vendepresentatives, services, products and magk&ichnique
and that they are unique and original. Employeaghér acknowledges that the Company must keep tsat
pertinent information divulged to Employee and Camgs business concepts, ideas, programs, plan:
processes, so as not to aid Compargompetitors. Accordingly, Company is entitledilte following protectior

which Employee agrees is reasonable:

b. Employee covenants and agrees that during the i&estrPeriod, he/she will not, on his/her ¢
behalf or on behalf of any person or Entity, seliciirect, appropriate, call upon, or initiate commtation o
contact with any person or entity or any repredargaof any person or entity, with whom Employeel lemntac

during his/her employment, in such a way as tarfate with Company’s business relationships.

19.  Agreement Not to Work in Competitive Position.

a. Employee covenants and agrees not to obtain or maakCompetitive Position within the Territc

for the Restricted Period.

b. Employee and Company expressly covenant and abedettie scope, territorial, time and of



restrictions contained in this entire Agreement stibute the most reasonable and equit
restrictions possible to protect the business @steof the Company given: (i) the business of then@any; (ii) the
competitive nature of the Company’s industry; amyl that Employees$ skills are such that he/she could easily
alternative, commensurate employment or consulitogk in his/her field which would not violate any the
provisions of this Agreement. The Employee furtaeknowledges that the compensation and benefisrithed it
Paragraphs 5, 11 and 12 are also in considerafibwsfher covenants and agreements contained iagPgphs 1
through 19 hereof.

20. Return of Materials . Upon the Employes&’ termination, or at any point after that time, mpbe specifi

request of the Company, Employee shall return ¢oGbmpany all written or descriptive materials 0§ &ind belonging ¢
relating to the Company or its affiliates, incluglirwithout limitation, any originals, copies andst@hcts containing al
Work Product, intellectual property, Confidentinafdrmation and Trade Secrets in Employee’s possessi control.

21.  General Provisions.

a. Amendment This Agreement may be amended or modified ogly lvriting signed by both of tl
parties hereto.

b. Binding Agreement This Agreement shall inure to the benefit of &dbinding upon Employe

his/her heirs and personal representatives, an@angany and its successors and assigns.

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

Agreement shall not operate or be construed asiwewaf any other breach. Each of the partiehis Agreemer
will be entitled to enforce its or his/her rightsder this Agreement, specifically, to recover daesagy reason
any breach of any provision of this Agreement am@xercise all other rights existing in its or hex/ favor. Th
parties hereto agree and acknowledge that monewygsnmay not be an adequate remedy for any brdaitie
provisions of this Agreement and that any party rimayts or his/her sole discretion apply to any taf law ol
equity of competent jurisdiction for specific parftance or injunctive relief in order to enforce mevent an
violations of the provisions of this Agreement.

d. Unsecured General CreditorThe Company shall neither reserve nor djpadly set aside funds f

the payment of its obligations under this Agreemantl such obligations shall be paid solely fromdlneral asse¢

of the Company.

e. No Effect On Other Arrangementslt is expressly understood and agreed that dyengnts made

accordance with this Agreement are in additionrtg ather benefits or compensation to which Employes bt
entitled or for which he/she may be eligible, wiegtfunded or unfunded, by reason of his/her emptywith the
Company.

f. Tax Withholding. There shall be deducted from each payment uthieAgreement the amount

any tax required by any govenental authority to be withheld and paid over by @ompany to such governme!

authority for the account of Employee.

g. Notices.

(i)



All notices and all other communications provideat herein shall be in writing a
delivered personally to the other designated pamtymailed by certified or registered mail, retuateip

requested, or delivered by a recognized nationatroght courier service, or sent by facsimile, @kivs:

If to Company to: Dollar General Corporation Attn:
General Counsell Mission RidgeGoodlettsville, TROB2-2171Facsimile: (615)855-5180
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If to Employee to: Susan Lanigan
123 Walnut Drive
Hendersonville, TN 37075

(i) Al notices sent under this Agreement shall be d=miven twentyffour (24) hours afte
sent by facsimile or courier, severitye (72) hours after sent by certified or registeraail and whe

delivered if personal delivery.

(i) Either party hereto may change the address to widtice is to be sent hereunder by wri

notice to the other party in accordance with thevgions of this Paragraph.

h. Governing Law. This Agreement shall be governed by and condtmi@ccordance with the laws

the State of Tennessee (without giving effect tofloct of laws).

. Entire Agreement This Agreement contains the full and completelaratanding of the parti

hereto with respect to the subject matter contaimeckin and this Agreement supersedes and repéaoepriol
agreement, either oral or written, which Employesyrhave with Company that relates generally tostimae subje

matter.

J- Assignment. This Agreement may not be assigned by Emploged, any attempted assignir
shall be null and void and of no force or effect.

k. Severability . If any one or more of the terms, provisions, emants or restrictions of tl
Agreement shall be determined by a court of conmgteisdiction to be invalid, void or unenforceabthen th
remainder of the terms, provisions, covenants asttictions of this Agreement shall remain in folice and effec

and to that end the provisions hereof shall be @eeseverable.

l Paragraph HeadingsThe paragraph headings set forth herein aredovenience of reference o

and shall not affect the meaning or interpretatibthis Agreement whatsoever.

m. Interpretation Should a provision of this Agreement requireigiad interpretation, it is agreed tl
the judicial body interpreting or construing ther@gment shall not apply the assumption that thegddrereof she
be more strictly construed against one party bysaeaof the rule of construction that an instrumento be
construed more strictly against the party whickliter through its agents prepared the agreemebging agree
that all parties and/or their agents have partteghén the preparation hereof.

n. Voluntary Agreement Employee and Company represent and agree tlcht less reviewed ¢
aspects of this Agreement, has carefully read anly finderstands all provisions of this Agreemeamd i
voluntarily entering into this Agreement. Eachtpaepresents and agrees that such party has Bagpgortunity t
review any and all aspects of this Agreement wébal, tax or other adviser(s) of such patghoice befoi

executing this Agreement.

IN WITNESS WHEREOF, the parties hereto have exaehute caused their duly authorized representatd
execute, this Agreement effective the 15 day ofdiaR005.



“‘COMPANY”
DOLLAR GENERAL CORPORATION

By:/s/ David A. Perdue

Its:CEO

“EMPLOYEFE”

/sl Susan Lanigan

Susan Lanigan
Witnessed By:

/sl Jeffrey R. Rice
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Addendum to Employment
Agreement with

RELEASE AGREEMENT

THIS RELEASE (“Release”) is made and entered infjoabd between (“Employesi}
DOLLAR GENERAL CORPORATION , and its successor or assigns (“Company”).

WHEREAS, Employee and Company have agreed that @reps employment with Dollar General Corporai

shall terminate on :

WHEREAS, Employee and the Company have previousitered into that certain Employment Agreemr

effective (“Agreement”), that Release is incorporated therein by reference;

WHEREAS, Employee and Company desire to delindae tespective rights, duties and obligationsretsat t
such termination and desire to reach an accordsatisfaction of all claims arising from Employse@mployment, and f

termination of employment, with appropriate release accordance with the Agreement;

WHEREAS, the Company desires to compensate Employaecordance with the Agreement for service heelsh

provided or will provide for the Company;

NOW, THEREFORE, in consideration of the premised #re agreements of the parties set forth in trakeése
and other good and valuable consideration the pee@id sufficiency of which are hereby acknowleddkd parties heret
intending to be legally bound, hereby covenantagree as follows:

1. Claims Released Under This Agreement

In exchange for receiving the benefits describe®amagraph 11 or 12 of the Agreement, | herebyntahily anc
irrevocably waive, release, dismiss with prejudiaed withdraw all claims, complaints, suits or ded of any kin
whatsoever (whether known or unknown) which | elvad, may have, or now have against Company and otiieent o
former subsidiaries or affiliates of the Companyl dheir past, present and future officers, direst@mployees, ager
insurers and attorneys (collectively, the “Relea¥garising from or relating to (directly or indirecflyny employment ¢
the termination of my employment or other eventsuoed as of the date of execution of this Agreeimeacluding but nc
limited to:

a. claims for violations of Title VII of the Civil Rigts Act of 1964, the Age Discrimination
Employment Act, the Fair Labor Standards Act, thel®ights Act of 1991, the Americans With Disab#és Act.
the Equal Pay Act, the Family and Medical Leave, A& U.S.C. 8981, the Sarbanes Oxley Act of 2002,
National Labor Relations Act, the Labor ManagemBelations Act, Executive Order 11246, Executive &€
11141, the Rehabilitation Act of 1973, or the Enygle Retirement Income Security Act;

b. claims for violations of any other federal or ststatute or regulation or local ordinance;

c. claims for lost or unpaid wages, compensation, emelfits, defamation, intentional or neglig
infliction of emotional distress, assault, battemyongful or constructive discharge, negligent rgri retention ¢

supervision, fraud, misrepresentation, conversiortjous interference, breach of contract, or bineat fiduciary



duty;

d. claims to benefits under any bonus, severance, faad reduction, early retirement, outplacen
or any other similar type plan sponsored by the gamy (except for benefits specifically provided torder th

Benefits Plans as specified in Section 2, below); o
e. any other claims under state law arising in tort@mtract.

2. Claims Not Released Under This Agreement

In signing this Agreement, | am not releasing alaynes that may arise under the terms of this Agreenor whicl

may arise out of events occurring after the dabeelcute this Agreement.

I am also not releasing claims to benefits thanlaready entitled to receive under the Benefiem®l However,
understand and acknowledge that nothing hereintended to or shall be construed to require the 2oy to institute ¢
continue in effect any particular plan or benefiossored by the Company and the Company herebyvesséhe right t

amend or terminate any of its benefit programsgttame in accordance with the procedures set forguch plans.

Nothing in this Agreement shall prohibit me fromgaging in protected activities under applicable lamfromr
communicating, either voluntarily or otherwise, wwiny governmental agency concerning any poteuttdhtion of the

law.

3. No Assignment of Claim. Employee represents that he/she has not assigrtesmheferred, or purported

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

4. Compensation. In accordance with the Agreement, the Companyesgie pay the Employee, or if he/

becomes eligible for payments under Paragraph 1P dyut dies before receipt thereof, his/her spaudas/her estate,
the case may be, the amount provided in Paragragh 12 of the Agreement.

5. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 efAgreemen
Employee and the Company covenant and agree #aastiall not engage in any commeations which shall disparage «

another or interfere with their existing or prospex business relationships.

6. No Admission Of Liability . This Release shall not in any way be construedragdmission by tl

Company or Employee of any improper actions oiiliighvhatsoever as to one another, and each dpaliyf disclaims an
liability to or improper actions against the otlwerany other person, on the part of itself or hilidiserself, its or his/he

employees or agents.

7. Voluntary Execution . Employee warrants, represents and agrees thabtehd@s been encouragec

writing to seek advice from anyone of his/her chiogsegarding this Release, including his/her aggrand accountant
tax advisor prior to his/her signing it; that tliRelease represents written notice to do so; th@hkehas been given -
opportunity and sufficient time to seek such advimed that he/she fully understands the meaningcamients of thi
Release. He/she further represents and warrantshéishe was not coerced, threatened or otherwised to sign th
Release, and that his/her signature appearingrfagtei is voluntary and genuine. EMPLOYEE UNDER®NI2AS THAT
HE/SHE MAY TAKE UP TO TWENTYONE (21) DAYS TO CONSIDER WHETHER OR NOT HE/SHE DRE&S TC
ENTER INTO THIS RELEASE.



8. Ability to Revoke Agreement. EMPLOYEE UNDERSTANDS THAT HE/SHE MAY REVOKE THIS
RELEASE BY NOTIFYING THE COMPANY IN WRITING OF SUCH REVOCATION WITHIN SEVEN (7)
DAYS OF HIS/HER EXECUTION OF THIS RELEASE AND THAT THIS RELEASE IS NOT EFFECTIVE
UNTIL THE EXPIRATION OF SUCH SEVEN (7) DAY PERIOD. HE/SHE UNDERSTANDS THAT UPON THE
EXPIRATION OF SUCH SEVEN (7) DAY PERIOD THIS RELEAS E WILL BE BINDING UPON HIM/HER AND
HIS/HER HEIRS, ADMINISTRATORS, REPRESENTATIVES, EXE CUTORS, SUCCESSORS AND ASSIGN

AND WILL BE IRREVOCABLE.

Acknowledged and Agreed To:

‘COMPANY”

DOLLAR GENERAL CORPORATION

By:
Its:

| UNDERSTAND THAT BY SIGNING THIS RELEASE, | AM GIV ING UP RIGHTS | MAY HAVE. |

UNDERSTAND THAT | DO NOT HAVE TO SIGN THIS RELEASE.

‘EMPLOYEE"

Date

WITNESSED BY:

Date

SUBSIDIARIES OF THE REGISTRANT

Name of Entity

Jurisdiction of

Incorporation/Organization

Dade Lease Management, Inc.
Dolgencorp, Inc.

Dolgencorp of New York, Ind)
Dolgencorp of Texas, In(1)
DG Transportation, In{1)
DG Logistics, LLC)
DGC Properties, LL(@
Dollar General Financial, Inc.
Nations Title Company, In(3)
The Greater Cumberland Insurance Com((®)

Ashley River Insurance Company, (4)
Dollar General Investment, Inc.

Lonestar Administrative Services, Inc.

Delaware
Kentucky
Kentucky
Kentucky
Tennessee
Tennessee
Delaware

Tennessee
Tennessee
Vermont
South Carolina
Delaware
Tennessee



DGC Holdings, LLC Delaware

Dollar General Global Sourcing Limite® Hong Kong
Dollar General Literacy Foundatic® Tennessee
Dollar General Partne () Kentucky
DGC Properties of Kentucky, LL(®) Delaware
Dollar General Stores, Lt(®) Kentucky
Dollar General Intellectual Property, L (19 Vermont

(1) A wholly-owned subsidiary of Dolgencorp, Inc.

(2) Dolgencorp, Inc. is the sole member.

(3) A wholly-owned subsidiary of Dollar General Finaaigilnc.

(4) A wholly-owned subsidiary of The Greater Cumberlémslirance Company.

(5) Held 99.9% by Dollar General Corporation and 0.3®i6C Holdings, LLC.

(6) A nonprofit, public benefit membership corporatidbollar General Corporation is the sole member.

(7) A general partnership in which the general partaeesDade Lease Management, Inc., Dolgencorpalmt Dollar General Financial, Ir

(8) A limited liability company in which Dollar Gener&artners is the sole member.

(9) A limited partnership in which the general partiseDolgencorp, Inc. and the limited partner is Dadase Management, Inc.

(10)A limited partnership in which the general partiseDade Lease Management, Inc. and the limitechpais The Greater Cumberland
Insurance Company.

CONSENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRagistration Statements and related Prospectig2sllar Genere
Corporation listed below of our reports dated Apil2005, with respect to the consolidated finadnsiatements «
Dollar General Corporation, Dollar General Corpmatmanagemerd’ assessment of the effectiveness of int
control over financial reporting, and the effectieas of internal control over financial reportingDollar Genere
Corporation, included in this Annual Report (ForiK) for the year ended January 28, 2005:

Form S-8, Registration No. 333-102653, and Form, égistration No. 3385789, each pertaining to the Do
General Corporation 401(k) Savings and Retiremé&art.P

Form S-4, Registration No. 338704, pertaining to the offer to exchange up t60$%200,000 of 8 5/8% Exchar
Notes due June 15, 2010 for any and all outstar@liu®% Notes du
June 15, 2010.

Form S-8, Registration No. 338309, pertaining to the Dollar General Corporatiopplemental Executi
Retirement Plan and Compensation Deferral Plarigridollar General Corporation CDP/SERP Plan).

Form S-8, Registration No. 3320126, pertaining to the Dollar General CorporattDP/SERP Plan and Defer
Compensation Plan for Non-Employee Directors.

Form S-8, Registration No. 333-09448, and Form &gistration No. 33305900, each pertaining to the D¢
General Corporation 1998 Stock Incentive Plan.

Form S-8, Registration No. 338141, pertaining to the Dollar General Corporatl®®5 Employee Stock Incent
Plan and the 1995 Stock Option Plan for Outsidedars.

Form S-8, Registration No. 33-51589, pertainingh® Dollar General Corporation 1993 Employee Stock Incel



Plan.

Form S-8, Registration No. 38827, pertaining to the Dollar General Corporati®89 Employee Stock Incent
Plan.

Form S-8, Registration No. 3333645, pertaining to the Dollar General Corporatttmployment Agreement wi
David A. Perdue.

/sl Ernst & Young LLP

Nashville, Tennesse
April 5, 2005




CERTIFICATIONS

I, David A. Perdue, certify that:

1.

2.

I have reviewed this annual report on Form 16fRollar General Corporation;

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

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

The registrans’ other certifying officer(s) and | are responsifide establishing and maintaining disclos
controls and procedures (as defined in ExchangeRAbes 13a-15(e) and 13db(e)) and internal control o\
financial reporting (as defined in Exchange Actéaul3a-15(f) and 15d-15(f)) for the registrant bhade:

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

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

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

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

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

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




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

Date: April 12, 2005 /s/ David A. Perdue

David A. Perdue
Chief Executive Officer

I, David M. Tehle, certify that:

1.

2.

| have reviewed this annual report on Form 10-oflar General Corporation;

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

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

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

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

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

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

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

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




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

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

Date: April 12, 2005 /s/ David M. Tehle

David M. Tehle
Chief Financial Officer

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

Each of the undersigned hereby certifies that sokimowledge the Annual Report on FormK.@er the fiscal yee
ended January 28, 2005 of Dollar General Corparaftbe “Company”)filed with the Securities and Exchat
Commission on the date hereof fully complies witie requirements of section 13(a) or 15(d) of theu8tes
Exchange Act of 1934 and that the information cii@d in such report fairly presents, in all materespects, tr
financial condition and results of operations & @ompany.

/s/ David A. Perdue

Name: David A. Perdue
Title: Chief Executive Officer
Date: April 12, 2005

/s/ David M. Tehle

Name: David M. Tehle
Title: Chief Financial Officer
Date:  April 12, 2005
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