Edgar Filing: DOLLAR GENERAL CORP - Form 424B7

DOLLAR GENERAL CORP
Form 424B7
December 06, 2010

Use these links to rapidly review the document
TABLE OF CONTENTS
Table of Contents

Table of Contents

Filed Pursuant to Rule 424(b)(7)
Registration No. 333-165800

The information in this preliminary prospectus supplement is not complete and may be changed. This preliminary prospectus
supplement is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the offer
or sale is not permitted.

Subject to Completion. Dated December 6, 2010.

Supplement to Prospectus dated March 31, 2010.

25,000,000 Shares

Common Stock

This is an offering of 25,000,000 shares of common stock of Dollar General Corporation by the selling shareholders named in this
prospectus supplement, including members of our senior management and an entity affiliated with directors of our company. See "Selling
Shareholders.” We will not receive any proceeds from the sale of shares of common stock by the selling shareholders, including pursuant to any
exercise by the underwriters of their option to purchase additional shares.

Our common stock is listed on the New York Stock Exchange under the symbol "DG". On December 3, 2010, the last reported sale price
of common stock on the New York Stock Exchange was $33.43 per share.

Investing in our common stock involves risks. See ''Risk Factors'' beginning on page S-11 of this prospectus supplement and page 2 of
the accompanying prospectus and in our Annual Report on Form 10-K for the fiscal year ended January 29, 2010 (which document is
incorporated by reference herein) to read about factors you should consider before making a decision to invest in our common stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the accuracy or adequacy of this prospectus supplement or the accompanying prospectus. Any representation
to the contrary is a criminal offense.
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Per Share Total

Initial price to public $ $
Underwriting discount $ $
Proceeds, before expenses, to the selling shareholders $ $

To the extent that the underwriters sell more than 25,000,000 shares of common stock, the underwriters have the option to purchase up to
an additional 3,750,000 shares from certain of the selling shareholders at the initial price to public less the underwriting discount. See "Selling
Shareholders."

The underwriters expect to deliver the shares of common stock against payment in New York, New York on or about , 2010.

Joint Book-Running Managers

Citi Goldman, Sachs & Co. KKR

BofA Merrill Lynch J.P. Morgan

Co-Managers

Barclays Capital Wells Fargo Securities Sanford C. Bernstein CICC Deutsche Bank Securities HSBC

Prospectus Supplement dated ,2010.
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We have not authorized anyone to provide any information or to make any representations other than those contained or
incorporated by reference herein or in any free writing prospectuses we have prepared. We take no responsibility for, and can provide
no assurance as to the reliability of, any other information that others may give you. This prospectus supplement is an offer to sell only
the shares offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. The information contained in
this prospectus supplement is current only as of its date. Our business, financial condition, result of operation and prospects may have
changed since that date.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document has two parts, a prospectus supplement and an accompanying prospectus dated March 31, 2010. This prospectus supplement
and the accompanying prospectus are part of a registration statement that we filed with the Securities and Exchange Commission, which we refer
to as the SEC, utilizing the SEC's "shelf" registration process. The prospectus supplement, which describes certain matters relating to us and the
specific terms of this offering of shares of common stock, adds to and updates information contained in the accompanying prospectus and the
documents incorporated by reference herein. Generally, when we refer to this document, we are referring to both parts of this document
combined. Both this prospectus supplement and the accompanying prospectus include important information about us, our common stock and
other information you should know before investing in our common stock. The accompanying prospectus gives more general information, some
of which may not apply to the shares of common stock offered by this prospectus supplement and the accompanying prospectus. To the extent
the information contained in this prospectus supplement differs or varies from the information contained in the accompanying prospectus, you
should rely on the information contained in this prospectus supplement. If the information contained in this prospectus supplement differs or
varies from the information contained in a document we have incorporated by reference, you should rely on the information in the more recent
document.

Before you invest in our common stock, you should read the registration statement of which this document forms a part and this document,
including the documents incorporated by reference herein that are described under the heading "Incorporation by Reference."

The distribution of this prospectus supplement and the accompanying prospectus and the offering of the common stock in certain
jurisdictions may be restricted by law. We are not making an offer of the common stock in any jurisdiction where the offer is not permitted.
Persons who come into possession of this prospectus supplement and the accompanying prospectus should inform themselves about and observe
any such restrictions. This prospectus supplement and the accompanying prospectus do not constitute, and may not be used in connection with,
an offer or solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the person making such
offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.

You should not consider any information in this prospectus supplement or the accompanying prospectus to be investment, legal or tax
advice. You should consult your own counsel, accountant and other advisors for legal, tax, business, financial and related advice regarding the
purchase of the common stock. We are not making any representation to you regarding the legality of an investment in the common stock by you
under applicable investment or similar laws.

In this prospectus supplement, unless otherwise indicated or the context otherwise requires, references to "Dollar General", the "Company",
"we", "us" and "our" refer to Dollar General Corporation, a Tennessee corporation, and its consolidated subsidiaries. References to the "IPO"
refer to our initial public offering on November 13, 2009 of 39,215,000 shares of our common stock, including shares issued to the underwriters
of the IPO pursuant to their election to exercise in full their option to purchase additional shares. References to the "selling shareholders" refer to
the selling shareholders named in the table under the caption "Selling Shareholders" in this prospectus supplement. References to our "2009
Annual Report" refer to our Annual Report on Form 10-K for the fiscal year ended January 29, 2010, which is incorporated by reference in this
prospectus supplement. In addition, unless otherwise noted or the context requires otherwise, "2010," "2009," "2008" and "2007" refer to our
fiscal years ending or ended January 28, 2011, January 29, 2010, January 30, 2009, and February 1, 2008.

Unless indicated otherwise, the information included in this prospectus supplement assumes no exercise by the underwriters of their option
to purchase additional shares of common stock from certain of the selling shareholders.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information contained or incorporated by reference in this prospectus supplement or the accompanying
prospectus. It does not contain all of the information that you should consider before investing in shares of our common stock. You should
carefully read this entire prospectus supplement and the accompanying prospectus, including the factors described or referred to under the
heading "Risk Factors" herein and in our 2009 Annual Report, as well as the financial statements and related notes and other information
incorporated by reference in this prospectus supplement and the accompanying prospectus, before making an investment decision.

Dollar General
Our Company

We are the largest discount retailer in the United States in terms of number of stores, with 9,273 stores located in 35 states as of October 29,
2010, primarily in the southern, southwestern, midwestern and eastern United States. We offer a broad selection of merchandise, including
consumable products such as food, paper and cleaning products; health and beauty products and pet supplies; and non-consumable products such
as seasonal merchandise, home décor and domestics, and apparel. Our merchandise includes high quality national brands from leading
manufacturers, as well as comparable quality private brand selections with prices at substantial discounts to national brands. We offer our
customers these national brand and private brand products at everyday low prices (typically $10 or less) through our convenient small-box
(small store) locations.

Our Business Model

Our long history of profitable growth is founded on a commitment to a relatively simple business model: providing a broad base of
customers with their basic everyday and household needs, supplemented with a variety of general merchandise items, at everyday low prices in
conveniently located, small-box stores.

Fiscal year 2009 represented our 20th consecutive year of same-store sales growth. This growth, regardless of economic conditions,
suggests that we have a less cyclical model than most retailers and, we believe, is a result of our compelling value and convenience proposition.
Despite a very difficult economic environment, both customer traffic and average transaction amount increased during 2008 and 2009 and
through the third quarter of 2010.

For the 39 weeks ended October 29, 2010, we generated strong sales growth of 10.9% including same-store sales growth of 5.3%. We
expanded our gross profit margin to 31.9% for the 2010 39-week period, up from 30.9% in the comparable 2009 period and our operating profit
(including expenses of $15.0 million relating to our April 2010 secondary offering) improved to 9.1% of sales for the 2010 period from 7.8% of
sales in the 2009 period. We had net income of $405.3 million for the 39-week period ended October 29, 2010, an increase of 60.7% compared
to the comparable 2009 period.

Our attractive store economics, including a relatively low initial investment and simple, low cost operating model, have allowed us to grow
our store base to over 9,200 stores in 35 states and provide us significant opportunities to continue our strategy of profitable store growth. Our
focus on initiatives to drive productive sales growth, expand gross margins and reduce operating costs, along with more stringent business
processes, have improved our operating and financial performance since our 2007 merger and we believe have laid the foundation for ongoing
improvement.

The fundamentals of our model are as follows:

Our value and convenience proposition: Our proposition to consumers is: "Save time. Save money. Every day!" We deliver
on that pledge with convenient locations, a time-saving shopping
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experience and everyday low prices on quality basic merchandise. Our well-situated neighborhood locations drive customer
loyalty and trip frequency and make us an attractive alternative to large discount and other big box (large store) retail stores.

Our consistent growth: Fiscal year 2009 represented our 20th consecutive year of same-store sales growth and this trend has
continued through the 2010 third quarter. We believe this success is driven by our necessity-weighted product mix and the
strength of our value and convenience proposition, both of which attract consumers in all economic environments. We

expect this combination will continue to provide a foundation for profitable same-store sales growth.

Our store economics: Our store economics are based on low capital investment to open stores, rapid sales increases after
opening, consistent sales volumes in mature stores and low ongoing operating costs, which together result in an attractive
return on capital. Our new stores are typically cash flow positive in their first year, generally pay back capital in under two
years, and thus generally deliver attractive returns on our investment.

Our History

J.L. Turner founded our Company in 1939 as J.L.. Turner and Son, Wholesale. We were incorporated as a Kentucky corporation under the
name J.L. Turner & Son, Inc. in 1955, when we opened our first Dollar General store. We changed our name to Dollar General Corporation in
1968 and reincorporated in 1998 as a Tennessee corporation. Our common stock was publicly traded from 1968 until July 2007, when we
merged with an entity controlled by investment funds affiliated with Kohlberg Kravis Roberts & Co., L.P., or KKR. On November 13, 2009 our
common stock again became publicly traded. We are a subsidiary of Buck Holdings, L.P., a Delaware limited partnership ("Buck") controlled by
KKR, which beneficially owns over 79% of our outstanding common stock prior to this offering. The membership interests of Buck and Buck
Holdings, LLC ("Buck LLC"), the general partner of Buck, are held by a private investor group, including affiliates of each of KKR and
Goldman, Sachs & Co. and other equity investors (collectively, the "Investors").

Our Competitive Strengths
We believe the following competitive strengths differentiate us from other retailers:

Compelling Value and Convenience Proposition. Our ability to deliver highly competitive everyday prices on national brand and quality
private brand products in convenient locations and our easy in and out shopping format provide a compelling shopping experience and
distinguish us from other discount, convenience and drugstore retailers. Our slogan, "Save time. Save money. Every day!" summarizes our
appeal to customers. We believe our ability to effectively deliver both value and convenience allows us to succeed in small markets with limited
shopping alternatives, as well as to profitably coexist alongside larger retailers in more competitive markets.

Attractive Store Economics. The traditional Dollar General store size, design and location requires minimal initial investment and low
maintenance capital expenditures. Our typical locations involve a modest, no-frills building design, which helps keep our rental and other fixed
overhead costs relatively low. When coupled with the fact that most of our new stores deliver positive cash flow in the first year, this low capital
expenditure requirement typically results in pay back of capital in less than two years. Moreover, the financial performance of our
recently-opened stores appears to be outpacing many of our existing stores, which we believe is a result of significant enhancements in recent
years to our market analysis, real estate site selection, new store approval processes and new store marketing program. Our efficient store
operating model contributes to our relatively low operating costs.

Substantial Growth Opportunities. We believe we have substantial growth opportunities through both improved profitability of existing
stores and new store openings. We are pursuing a number of
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initiatives to drive same-store sales growth, increase gross margins and reduce operating costs, which should continue to improve the
profitability of our existing store base. In addition, we have identified significant opportunities to add new stores in both existing and new
markets. We believe we have the long-term potential in the U.S. to more than double our existing store base while maintaining or improving our
return on capital. See "Our Growth Strategy" for additional details.

Experienced Management Team. Each member of our senior management team has, on average, in excess of 25 years of retail
experience. The team has demonstrated strong leadership capabilities and has made significant progress in developing and implementing
world-class retailing processes at Dollar General over the past three years.

Disciplined Focus on Operating Priorities. In fiscal 2008, the senior management team defined four key operating priorities as follows:
driving productive sales growth; increasing gross margins; leveraging process improvements and information technology to reduce costs; and
strengthening and expanding Dollar General's culture of "serving others." These operating priorities have served as the blueprint for our recent
successes. Our focus on executing these priorities and our disciplined approach to measuring the results of our efforts have continued to drive
significant improvement in our operating and financial performance.

Our Growth Strategy

Our long history of profitable growth is founded on commitment to a relatively simple business model: providing a broad base of customers
with their basic everyday and household needs, supplemented with a variety of general merchandise items, at everyday low prices in
conveniently located, small-box stores. Our business model enables growth from three distinct sources, including increasing store sales,
expanding operating profit margins and growing our store base.

Increasing Sales. We believe the combination of our necessity-driven product mix and our attractive value proposition, including a
well-balanced merchandising approach, provide a strong basis for increased sales. Our average sales per square foot increased to $200 for the
52 weeks ended October 29, 2010, up from $195 in fiscal 2009, $180 in fiscal 2008 and $165 in fiscal 2007. We believe we have additional
opportunities to increase our store productivity through continued improvements in space utilization, better in-stock positions, and further
improvement in our store standards, along with additional operating and merchandising initiatives. Our more sophisticated category management
processes have been critical to our efforts to increase shopper frequency and expand basket size, and led to our decision to raise the shelf height
throughout the stores, thus increasing our selling space and allowing us to broaden our product selection. We increased the shelf height to 78
inches in packaged foods in 2008 and in snacks and beverages, party supplies and stationery in 2009. We completed our transformation of our
home and apparel and health and beauty areas in the third quarter of 2010. We accelerated the timing of the fourth and final phase of the 78-inch
profile in order to allow more space for the 2010 holiday seasonal product, and in 2011 we intend to make further enhancements to health and
beauty, including further expansion of the Rexall brand in cough and cold medicines, first aid and dental. In addition, we believe we have
significant opportunities to further drive sales growth through our relocation and remodel programs, which like our new stores, incorporate our
new "customer-centric" format, including a more efficient store layout, improved merchandise adjacencies and new, fresh interior and exterior
store signage. Finally, new stores generally contribute to same-store sales growth at a higher rate than mature stores over a three to five year
maturation period.

Expanding Operating Profit. Another key component of our growth strategy is improving our operating profit rate through enhanced
gross profit and disciplined selling, general and administrative expense management. We have achieved significant improvement in our
operating profit since 2007 as a
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result of our ongoing initiatives. We believe that we can build on these results by continuing to enhance these initiatives which include:

Merchandising. We continue to improve the overall profitability of our merchandising decisions. Our category management
processes have resulted in improved product selection and pricing decisions, contributing to our improved gross profit
margins. We plan to further enhance our category management processes, with the intent of positively impacting our overall

sales and operating profit rates.

Sourcing. In 2009, we imported approximately 8% of total purchases at cost. We believe we have the potential to directly
source a larger portion of our products at significant savings to current costs. Our direct foreign sourcing efforts continue,

and we believe the initiative offers significant opportunity for gross profit enhancement.

Private Brand. Improving the consistency, quality, appearance and breadth of our private brand offerings has yielded
increased penetration over the past three years, and we intend to continue to drive our private brand penetration going
forward. Generally, private brand items have higher gross profit margins than similar national brand items. Our private brand
program complements our model of offering customers nationally branded merchandise at everyday low prices. Since our
2007 merger, we have added over 1,000 net new private brand consumable items, increasing our total number of such items
to over 1,600 SKUs. As a percentage of consumables sales, we increased private brand penetration from approximately 17%
in fiscal 2007 to approximately 21% in fiscal 2009. For the 39 weeks ended October 29, 2010, our private brand penetration
of consumables was approximately 21.6%. We expect to expand on these efforts in the future in addition to greatly
increasing the role of private brands in our non-consumable offerings. For example, in 2010, improvements to our private

branding strategy for spring and summer seasonal merchandise resulted in strong seasonal sales through the third quarter.

Inventory Shrink Rate Reduction. We continue to be highly focused on shrink reduction initiatives through automation of
our shrink indicator tools and the relentless efforts of our field management team. We believe we have opportunity for

further shrink improvement, although not at the pace experienced in 2008 and 2009.

Other Cost Reduction Efforts. We continually look for ways to improve our cost structure and enhance efficiencies
throughout the organization. Significant cost reduction efforts include the ongoing evaluation of labor productivity and
operating efficiencies in our stores and distribution centers, establishment of a centralized procurement function to
consolidate our non-merchandise purchases, constant review of safety measures in our stores and distribution centers to
further reduce workers' compensation and general liability insurance costs, continuation of our store rent reduction work,
implementation of additional energy management tools and programs, expansion of our recycling efforts and improvement
of employee training and retention.

Growing Our Store Base. Based on a detailed, market-by-market analysis, we believe we have significant potential to increase our
number of stores in existing and new markets. We plan to open approximately 600 new stores in fiscal 2010, 491 of which were opened through
October 29, 2010. Our recent market analysis suggests there are as many as 12,000 opportunities in the U.S., the majority of which are located in
the 35 states where we currently operate. Also included are significant opportunities to open stores in new markets, most notably in states on the
Pacific coast and in certain areas of the Northeast. We have confidence in our stringent real estate disciplines and in our ability to identify, open
and operate successful new stores. As a result, we believe that at least our present level of new store growth is sustainable for the foreseeable
future. In addition, we also believe that in the current real estate market environment there may be opportunities to negotiate lower rent and
construction costs and to improve the overall quality of our sites at attractive rental rates, increasing our opportunity to improve profitability. In
2011, we plan to open approximately 625 new stores,
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including expansion into Connecticut, New Hampshire and Nevada. In addition, we plan to remodel or relocate approximately 550 stores.
Selling square footage is expected to increase approximately seven percent in 2011.

We are incorporated under the laws of the state of Tennessee, and our principal executive offices are located at 100 Mission Ridge,
Goodlettsville, Tennessee 37072. Our telephone number is (615) 855-4000, and our website address is www.dollargeneral.com. Information
contained on our website does not constitute part of this document.
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The Offering

The following summary of the offering contains basic information about the offering and the common stock and is not intended to be
complete. It does not contain all the information that may be important to you. For a more complete understanding of the common stock, please
refer to the section of the accompanying prospectus entitled "Description of Common Stock."

Common stock offered by the selling

shareholders 25,000,000 shares.

Use of proceeds We will not receive any proceeds from this sale of shares by the selling shareholders.

Underwriters' option Certain of the selling shareholders have granted the underwriters a 30-day option to purchase up to
3,750,000 additional shares at the initial price to public less the underwriting discount. See "Selling
Shareholders."

Dividend policy We have no current plans to pay any cash dividends on our common stock and instead may retain

earnings, if any, for future operation and expansion and debt repayment. Any decision to declare and
pay dividends in the future will be made at the discretion of our Board of Directors and will depend
on, among other things, our results of operations, cash requirements, financial condition, contractual
restrictions and other factors that our Board of Directors may deem relevant. See "Dividend Policy."
Risk factors You should carefully read and consider the information set forth under "Risk Factors" herein, in the
accompanying prospectus and in the documents incorporated by reference herein, including our 2009
Annual Report, before investing in our common stock.
New York Stock Exchange symbol "DG"
S-6
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Conflict of interest
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Certain of the underwriters and their respective affiliates have, from time to time, performed, and may
in the future perform, various financial advisory, investment banking, commercial banking and other
services for us for which they received or will receive customary fees and expenses. See
"Underwriting." Goldman, Sachs & Co. and KKR Capital Markets LL.C and/or their respective
affiliates each own (through their investment in Buck Holdings, L.P.) in excess of 10% of our issued
and outstanding common stock. In addition, Goldman, Sachs & Co. and KKR Capital Markets LLC or
their affiliates will each receive more than 5% of the net proceeds of this offering through their
investment in Buck Holdings, L.P. Therefore each of Goldman, Sachs & Co. and KKR Capital
Markets LLC may be deemed to have a "conflict of interest" with us within the meaning of NASD
Conduct Rule 2720 ("Rule 2720") of the Financial Industry Regulatory Authority, Inc. See "Conflicts
of Interest" in the "Underwriting" section of this prospectus supplement.

Unless we indicate otherwise or the context otherwise requires, all information in this prospectus supplement:

assumes no exercise of the underwriters' option to purchase additional shares of our common stock;

gives effect to the 1 to 1.75 reverse stock split that we effected on October 12, 2009 and the equity adjustments made to
outstanding options in connection with the special dividend declared and paid in September 2009; and

does not reflect (1) 12,144,117 shares of our common stock issuable upon the exercise of outstanding stock options held by
our officers and employees at a weighted average exercise price of $9.53 per share as of November 29, 2010, 5,740,549 of
which were then exercisable; and (2) 17,726,179 shares of our common stock reserved for future grants under our Amended
and Restated 2007 Stock Incentive Plan.
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SUMMARY HISTORICAL FINANCIAL AND OTHER DATA

The following table sets forth our summary consolidated financial information as of the dates and for the periods indicated. The summary
historical statement of operations data and statement of cash flows data for the fiscal years or periods, as applicable, ended January 29, 2010,
January 30, 2009, February 1, 2008 and July 6, 2007, and balance sheet data as of January 29, 2010 and January 30, 2009 have been derived
from our historical audited consolidated financial statements included in the 2009 Annual Report. The selected historical statement of operations
data and statement of cash flows data for the fiscal year ended February 2, 2007 and balance sheet data as of February 1, 2008 and February 2,
2007 presented in this table have been derived from audited consolidated financial statements not included in the 2009 Annual Report. We
derived the consolidated selected financial data for the 39-week periods ended October 29, 2010 and October 30, 2009 from our unaudited
condensed consolidated interim financial statements included in our Quarterly Reports on Form 10-Q that are incorporated by reference in this
prospectus supplement. We have prepared the unaudited condensed consolidated interim financial information set forth below on the same basis
as our audited consolidated financial statements, and have included all adjustments, consisting only of normal recurring adjustments, that we
consider necessary for a fair presentation of our financial position and operating results for such periods. The interim results set forth below are
not necessarily indicative of results for the fiscal year ending January 28, 2011 or for any other period.

On July 6, 2007, we completed a merger (the "Merger") and, as a result, we are a subsidiary of a Delaware limited partnership controlled by
investment funds affiliated with Kohlberg Kravis Roberts & Co., L.P. As a result of the Merger of the Company and Buck Acquisition Corp.
("BAC"), the related purchase accounting adjustments, and a new basis of accounting beginning on July 7, 2007, the 2007 financial reporting
periods presented below include the Predecessor period of the Company reflecting 22 weeks of operating results from February 3, 2007 to
July 6, 2007 and 30 weeks of operating results for the Successor period, reflect