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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C.  20549

SCHEDULE 13G

Under the Securities Exchange Act of 1934

Amendment No. 3*

Take-Two Interactive Software, Inc.

(Name of Issuer)

Common Stock

(Title of Class of Securities)

874054109

(CUSIP Number)

December 31, 2004

(Date of Event Which Requires Filing of this Statement)

Check the appropriate box to designate the rule pursuant to which this Schedule is filed:
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[X] Rule 13d-1(b)

[ ] Rule 13d-1(c)

[ ] Rule 13d-1(d)

*The remainder of this cover page shall be filled out for a reporting person�s initial filing on this form with respect to the subject class of
securities, and for any subsequent amendment containing information which would alter the disclosures provided in a prior cover page.

The information required on the remainder of this cover page shall not be deemed to be �filed� for the purpose of Section 18 of the Securities
Exchange Act of 1934 (�Act�) or otherwise subject to the liabilities of that section of the Act but shall be subject to all other provisions of the Act
(however, see the Notes).

Edgar Filing: TAKE TWO INTERACTIVE SOFTWARE INC - Form SC 13G/A

2



CUSIP No. 874054109 13G

1. NAME OF REPORTING PERSON (S.S. or I.R.S. Identification No. of Above Person)

Waddell & Reed Ivy Investment Company  Tax ID No. 03-0481447

2. CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a) [ ]

(b) [ ]

3. SEC USE ONLY

4. CITIZENSHIP OR PLACE OF ORGANIZATION:  Delaware

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5. SOLE VOTING POWER 606,000  (See Item 4)

6. SHARED VOTING POWER 0

7. SOLE DISPOSITIVE POWER 606,000  (See Item 4)

8. SHARED DISPOSITIVE POWER 0

9. AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON: 606,000  (See
Item 4)

10. CHECK IF THE AGGREGATE AMOUNT IN ROW 9 EXCLUDES CERTAIN SHARES: [ ]
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11. PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 9:  1.3%

12. TYPE OF PERSON REPORTING:  IA
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CUSIP No. 874054109 13G

1. NAME OF REPORTING PERSON (S.S. or I.R.S. Identification No. of Above Person)

Waddell & Reed Investment Management Company  Tax ID No. 48-1106973

2. CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a) [ ]

(b) [ ]

3. SEC USE ONLY

4. CITIZENSHIP OR PLACE OF ORGANIZATION:  Kansas

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5. SOLE VOTING POWER 1,323,357  (See Item 4)

6. SHARED VOTING POWER 0

7. SOLE DISPOSITIVE POWER 1,323,357  (See Item 4)

8. SHARED DISPOSITIVE POWER 0

9. AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON: 1,323,357  (See
Item 4)

10. CHECK IF THE AGGREGATE AMOUNT IN ROW 9 EXCLUDES CERTAIN SHARES: [ ]
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11. PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 9:  2.9%

12. TYPE OF PERSON REPORTING:  IA
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CUSIP No. 874054109 13G

1. NAME OF REPORTING PERSON (S.S. or I.R.S. Identification No. of Above Person)

Waddell & Reed, Inc.  Tax ID No. 43-1235675

2. CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a) [ ]

(b) [ ]

3. SEC USE ONLY

4. CITIZENSHIP OR PLACE OF ORGANIZATION:  Delaware

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5. SOLE VOTING POWER 1,323,357  (See Item 4)

6. SHARED VOTING POWER 0

7. SOLE DISPOSITIVE POWER 1,323,357  (See Item 4)

8. SHARED DISPOSITIVE POWER 0

9. AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON: 1,323,357  (See
Item 4)

10. CHECK IF THE AGGREGATE AMOUNT IN ROW 9 EXCLUDES CERTAIN SHARES: [ ]
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11. PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 9:  2.9%

12. TYPE OF PERSON REPORTING:  BD
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CUSIP No. 874054109 13G

1. NAME OF REPORTING PERSON (S.S. or I.R.S. Identification No. of Above Person)

Waddell & Reed Financial Services, Inc.  Tax ID No. 43-1414157

2. CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a) [ ]

(b) [ ]

3. SEC USE ONLY

4. CITIZENSHIP OR PLACE OF ORGANIZATION:  Missouri

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5. SOLE VOTING POWER 1,323,357  (See Item 4)

6. SHARED VOTING POWER 0

7. SOLE DISPOSITIVE POWER 1,323,357  (See Item 4)

8. SHARED DISPOSITIVE POWER 0

9. AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON: 1,323,357  (See
Item 4)

10. CHECK IF THE AGGREGATE AMOUNT IN ROW 9 EXCLUDES CERTAIN SHARES: [ ]
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11. PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 9:  2.9%

12. TYPE OF PERSON REPORTING:  HC
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CUSIP No. 874054109 13G

1. NAME OF REPORTING PERSON (S.S. or I.R.S. Identification No. of Above Person)

Waddell & Reed Financial, Inc.  Tax ID No. 51-0261715

2. CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP:

(a) [ ]

(b) [ ]

3. SEC USE ONLY

4. CITIZENSHIP OR PLACE OF ORGANIZATION:  Delaware

NUMBER OF SHARES BENEFICIALLY OWNED BY EACH REPORTING PERSON WITH:

5. SOLE VOTING POWER 1,929,357  (See Item 4)

6. SHARED VOTING POWER 0

7. SOLE DISPOSITIVE POWER 1,929,357  (See Item 4)

8. SHARED DISPOSITIVE POWER 0

9. AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON: 1,929,357  (See
Item 4)

10. CHECK IF THE AGGREGATE AMOUNT IN ROW 9 EXCLUDES CERTAIN SHARES: [ ]
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11. PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 9:  4.2%

12. TYPE OF PERSON REPORTING:  HC
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Item 1(a): Name of Issuer:  Take-Two Interactive Software, Inc.

Item 1(b): Address of Issuer�s Principal Executive Offices:

622 Broadway
New York, NY  10012

Item 2(a): Name of Person Filing:

(i) Waddell & Reed Financial, Inc.
(ii) Waddell & Reed Financial Services, Inc.
(iii) Waddell & Reed, Inc.
(iv) Waddell & Reed Investment Management Company
(v) Waddell & Reed Ivy Investment Company

Item 2(b): Address of Principal Business Office:

(i)-(v): 6300 Lamar Avenue
Overland Park, KS  66202

Item 2(c): Citizenship:

(i), (iii) and (v):  Delaware
(ii):  Missouri
(iv):  Kansas

Item 2(d): Title of Class of Securities:  Common Stock

Item 2(e): CUSIP Number:  874054109

Item 3: The reporting person is:

(i) Waddell & Reed Financial, Inc., a parent holding company in accordance with Reg.
240.13d-1(b)(1)(ii)(G);

(ii) Waddell & Reed Financial Services, Inc., a parent holding company in accordance
with Reg. 240.13d-1(b)(1)(ii)(G);

(iii) Waddell & Reed, Inc., a broker-dealer in accordance with Reg. 240.13d-1(b)(1)(ii)(A);
and

(iv) Waddell & Reed Investment Management Company, an investment advisor in
accordance with Reg. 240.13d-1(b)(1)(ii)(E).

(v) Waddell & Reed Ivy Investment Company, an investment advisor in accordance with
Reg. 240.13d-1(b)(1)(ii)(E).
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Item 4: Ownership

The securities reported on herein are beneficially owned by one or more open-end investment companies or other managed accounts which are
advised or sub-advised by Waddell & Reed Ivy Investment Company (�WRIICO�), an investment advisory subsidiary of Waddell & Reed
Financial, Inc. (�WDR�) or Waddell & Reed Investment Management Company (�WRIMCO�), an investment advisory subsidiary of Waddell &
Reed, Inc. (�WRI�).  WRI is a broker-dealer and underwriting subsidiary of Waddell & Reed Financial Services, Inc., a parent holding company
(�WRFSI�).  In turn, WRFSI is a subsidiary of WDR, a publicly traded company.  The investment advisory contracts grant WRIICO and
WRIMCO all investment and/or voting power over securities owned by such advisory clients.  The investment sub-advisory contracts grant
WRIICO and WRIMCO investment power over securities owned by such sub-advisory clients and, in most cases, voting power.  Any
investment restriction of a sub-advisory contract does not restrict investment discretion or power in a material manner.  Therefore, WRIICO
and/or WRIMCO may be deemed the beneficial owner of the securities covered by this statement under Rule 13d-3 of the Securities Exchange
Act of 1934 (the �1934 Act�).

WRIICO, WRIMCO, WRI, WRFSI and WDR are of the view that they are not acting as a �group� for purposes of Section 13(d) under the 1934
Act.  Indirect �beneficial ownership� is attributed to the respective parent companies solely because of the parent companies� control relationship to
WRIMCO.

(a) Amount beneficially owned:  1,929,357

(b) Percent of class:  4.2%

(c) Number of shares as to which the person has:

(i) Sole voting power to vote or to direct the vote:

WDR:  1,929,357 (indirect)
WRFSI:  1,323,357 (indirect)
WRI:  1,323,357 (indirect)
WRIMCO:  1,323,357 (direct)
WRIICO:  606,000 (direct)

(ii) Shared power to vote or to direct the vote:  0

(iii) Sole power to dispose or to direct the disposition of:

WDR:  1,929,357 (indirect)
WRFSI:  1,323,357 (indirect)

          Mr. Wilds, our presiding director, is employed as a Senior Advisor to The Family Office, a limited liability company formed by the
extended family of Cal Turner, Jr., our former Chairman and Chief Executive Officer.  Mr. Turner participates in determining Mr. Wilds�
compensation for services to The Family Office. Mr. Turner ceased service as our Chief Executive Officer in November 2002 and as a director
and Chairman in June 2003. Mr. Turner has served as an employee advisor to our Board since July 2003 and beneficially owned, as of March
21, 2005, less than 10% of our common stock. Our Board has determined that Mr. Wilds� relationship with Mr. Turner is immaterial and does not
impair Mr. Wild�s independence from management. The Board based this decision on the fact that Mr. Turner no longer functions as an officer of
Dollar General or as part of our management, nor does he have any control over or vested interest in members of our management other than as
a shareholder.

14
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TRANSACTIONS WITH MANAGEMENT AND OTHERS

          Except as disclosed under �Executive Compensation,� and except as set forth below, our executive officers, directors, director nominees and
greater than 5% shareholders did not have significant business relationships with us in 2004 which would require disclosure under applicable
SEC regulations and no other transactions which need to be disclosed are currently planned for the 2005 fiscal year.

          Cal Turner, Jr., our former Chairman and Chief Executive Officer, has served as an employee advisor to our Board since July 2003 and is
a greater than 5% shareholder of Dollar General. In 1989, we entered into a collateral assignment agreement with Mr. Turner and AmSouth
Bank as Trustee of the H. Calister Turner, Jr. 1982 Irrevocable Life Insurance Trust (the �Trustee�) whereby we agreed to advance the premiums
on a $1 million life insurance policy on Mr. Turner�s life in return for the assignment of the Trustee�s interest in the policy to us to secure
repayment of our premium advances.  We advanced those premiums until 1999, at which time the premiums were paid from the cash surrender
value of the policy. In April 2004, we received $328,675 from the termination of the policy and we released the collateral assignment. On May
24, 2004, as a method to compensate Mr. Turner for the loss of this benefit, the Compensation Committee of our Board approved a lump sum
payment to Mr. Turner in the amount of $182,228 (the replacement cost of the insurance), with a gross up of approximately $103,225 to cover
federal income taxes and FICA.

          In addition, we share with Mr. Turner a box suite at a stadium in Nashville, Tennessee. The box suite is held in Mr. Turner�s name. In
2004, we reimbursed Mr. Turner approximately $93,000 for our use of the box suite in 2003 and 2004. In 2005, we paid approximately $46,550
for our use of the box suite in 2005. The 2005 payment was made directly to Dream Suites, L.P., the vendor of the box suite, rather than to Mr.
Turner.

          Mr. Turner also receives compensation and benefits for his service as employee advisor to our Board, which total in excess of $60,000 per
year. Mr. Turner receives an annual base salary of approximately $275,000, certain benefits available to all part-time salaried employees
generally, and other perquisites and benefits with an aggregate value in 2004 of approximately $113,444. In addition, Mr. Turner was granted
5,000 shares of restricted stock in 2004, all of which vest on May 24, 2005 or the date of his retirement, if earlier. Mr. Turner currently is
receiving similar salary and benefits in 2005.

          In 1991, we entered into a split-dollar agreement with James Stephen Turner (the brother of Cal Turner, Jr.) and the trustee of the James
Stephen Turner 1991 Evergreen Trust, a trust created by Mr. J.S. Turner (the �Trust�), pursuant to which we agreed to pay a single premium on a
$2.1 million life insurance policy on Mr. J.S. Turner�s life. We advanced that single premium payment in 1991 and received a security interest in
the insurance policy to secure the repayment of the premium. On December 31, 2003, we entered into an agreement to terminate that split-dollar
agreement and the Trust delivered to us a promissory note to repay on April 1, 2004 the premium we had advanced in the approximate amount
of $295,650. Interest on this amount accrued at the rate of 3% per annum from December 31, 2003. The indebtedness was secured by a collateral
assignment of the life insurance policy on Mr. J.S. Turner�s life. The Trust repaid approximately $295,650 on April 1, 2004 and accrued interest
of approximately $2,220 on April 15, 2004. We released the collateral assignment of the life insurance policy on February 11, 2004.
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EXECUTIVE COMPENSATION

          The following tables and text discuss the compensation earned or accrued in 2004, 2003 and 2002 by those persons who served during
2004 in the capacity as Chief Executive Officer or were one of our other four most highly compensated executive officers in 2004. We refer to
these officers as our �named executive officers� throughout this document. In particular, the table entitled �Summary Compensation Table� sets forth
all compensation earned or accrued by these officers during 2004, 2003 and 2002, the table entitled �Option Grants in Last Fiscal Year� sets forth
all options to acquire Dollar General common stock granted to these officers during 2004 and the table entitled �Aggregated Option Exercises in
the Last Fiscal Year and Year-End Values� sets forth the number and value of shares of Dollar General common stock with respect to which
options were exercised by these officers in 2004 and the number and value of unexercised options held by these officers at the end of 2004. We
granted no stock appreciation rights in 2004, and none of these officers holds any stock appreciation rights.

Summary Compensation Table

Annual Compensation
Long-term

Compensation Awards

Name and
Principal Position Year

Salary
($)

Bonus
($)

Other Annual
Compensation

($)(1)

Restricted
Stock

Awards
($)(2)

Securities
Underlying

Options
(#)

All Other
Compensation

($)

David A. Perdue, 2004 920,035 606,453 22,751 �  �  85,932(5)

Chairman and Chief 2003 747,143 1,710,000(4) 12,664 1,000,008 1,000,000 30,931
Executive Officer(3) 2002 �  �  �  �  �  �  
David M. Tehle, 2004 260,779 273,333(4) 2,030 405,528 115,400 47,343(7)

Executive Vice 2003 �  �  �  �  �  �  
President and Chief
Financial Officer(6)

2002 �  �  �  �  �  �  

Stonie R. O�Briant, 2004 381,223 174,328 10,334 97,916 42,000 86,659(8)

Executive Vice 2003 360,222 362,250 14,062 �  62,800 66,135
President,
Merchandising,
Marketing and Strategic
Planning

2002 343,345 163,765 7,944 �  123,148 51,161

Kathleen R. Guion, 2004 358,347 163,008 10,176 380,366 42,000 49,483(10)

Executive Vice 2003 100,965 191,667(4) 1,218 �  62,800 24,959
President, Store
Operations and Store
Development(9)

2002 �  �  �  �  �  �  

Susan S. Lanigan, 2004 341,680 131,845 6,233 60,256 25,000 38,494(12)

Executive Vice 2003 277,511 225,000 6,139 55,500 25,200 22,403
President and General
Counsel(11)

2002 130,928 150,000(4) 8,610 �  50,400 716
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(1) Includes for each of the named executive officers amounts reimbursed for the payment of certain taxes. None of the named executive
officers received perquisites or personal benefits with a value greater than the lesser of $50,000 or 10% of that officer�s salary and bonus
reflected in the table.

(2) Includes the dollar value of shares of restricted stock (Mr. Perdue, Mr. Tehle and Ms. Lanigan) and, with respect to each named executive
officer other than Mr. Perdue, restricted stock units (RSUs) granted during the applicable fiscal year. Each RSU represents the right to
receive upon vesting one share of Dollar General common stock. All restricted stock and RSU awards were valued at the closing price of
Dollar General common stock on the applicable grant date. As of January 28, 2005, the number and value (based on the January 28, 2005
stock price of $20.12 per share) of total shares of restricted stock and RSUs held by the named executive officers were:  Mr. Perdue
(63,092 shares; $1,269,411); Mr. Tehle (21,627 shares/RSUs; $435,135); Mr. O�Briant (5,221 RSUs; $105,047); Ms. Guion (20,283
RSUs; $408,094); and Ms. Lanigan (5,213 shares/RSUs; $104,886). Dividends are paid on restricted stock at the same rate paid to all
shareholders of Dollar General. Dividend equivalents are credited to the RSU accounts as additional RSUs at the same rate as dividends
paid to all shareholders of Dollar General. The 78,865 shares of restricted stock granted to Mr. Perdue on April 2, 2003 vest in 5 equal
annual installments beginning on April 2, 2004. The 15,000 shares of restricted stock granted to Mr. Tehle on August 9, 2004 vest in 3
equal annual installments beginning on August 9, 2005. The 3,000 shares of restricted stock granted to Ms. Lanigan on June 2, 2003 vest
in 3 equal annual installments beginning June 2, 2004. The 6,600 RSUs granted to Mr. Tehle, the 5,200 RSUs granted to Mr. O�Briant, the
20,200 RSUs granted to Ms. Guion, and the 3,200 RSUs granted to Ms. Lanigan, all on August 24, 2004, along with the dividend
equivalents accrued on those RSUs, vest in 3 equal annual installments beginning on August 24, 2005.

(3) Mr. Perdue joined Dollar General on April 2, 2003 as our Chief Executive Officer. He was elected Chairman of the Board on June 2,
2003.

(4) Includes a one-time signing bonus of $270,000 (Perdue), $100,000 (Tehle), $75,000 (Guion) and $30,000 (Lanigan).
(5) Includes $36,508 for premiums paid under our supplemental executive life insurance plan, $3,423 for premiums paid under our

supplemental disability programs, $38,251 for Dollar General�s contributions to the Compensation Deferral Plan, and $7,750 for Dollar
General�s contributions to the 401(k) Plan.

(6) Mr. Tehle joined Dollar General on June 7, 2004.
(7) Includes $3,539 for premiums paid under our supplemental executive life insurance plan, $225 for premiums paid under our

supplemental disability program, $1,667 for Dollar General�s contributions to the Compensation Deferral Plan, and $41,912 for
reimbursements associated with relocation.

(8) Includes $7,137 for premiums paid under our supplemental executive life insurance plan, $4,843 for premiums paid under our
supplemental disability program, $55,618 for Dollar General�s contributions to the Supplemental Executive Retirement Plan, $9,552 for
Dollar General�s contributions to the Compensation Deferral Plan, and $9,509 for Dollar General�s contributions to the 401(k) Plan.

(9) Ms. Guion joined Dollar General on October 20, 2003.
(10) Includes $8,491 for premiums paid under our supplemental executive life insurance plan, $278 for premiums paid under our

supplemental disability program, $21,338 for Dollar General�s contributions to the Supplemental Executive Retirement Plan, $17,876 for
Dollar General�s contributions to the Compensation Deferral Plan, and $1,500 for Dollar General�s contributions to the 401(k) Plan.

(11) Ms. Lanigan joined Dollar General on July 15, 2002.
(12) Includes $2,865 for premiums paid under our supplemental executive life insurance plan, $170 for premiums paid under our

supplemental disability program, $25,313 for Dollar General�s contributions to the Supplemental Executive Retirement Plan, and $10,146
for Dollar General�s contributions to the 401(k) Plan.
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Options Granted in Last Fiscal Year

Individual Grants

Number of
Securities

Underlying
Options
Granted

% of Total
Options

Granted to
Employees in

2004

Exercise
Price

($/share)
Expiration

Date

Potential Realizable Value at
Assumed Annual Rates of
Stock Price Appreciate for

Option Term

Name 5% ($) 10% ($)

David A. Perdue �  �  �  �  �  �  
David M. Tehle 62,800(1) 2.79 18.75 08/09/2014 740,523 1,876,632

52,600(2) 2.34 18.83 08/24/2014 622,894 1,578,535
Stonie R. O�Briant 42,000(2) 1.87 18.83 08/24/2014 497,368 1,260,427
Kathleen R. Guion 42,000(2) 1.87 18.83 08/24/2014 497,368 1,260,427
Susan S. Lanigan 25,000(2) 1.11 18.83 08/24/2014 296,052 750,254

(1) These options will become exercisable in increments of 25% on August 9, 2005, August 9, 2006, August 9, 2007 and August 9, 2008.
(2) These options will become exercisable in increments of 25% on August 24, 2005, August 24, 2006, August 24, 2007 and August 24,

2008.
Aggregated Option Exercises in Last Fiscal Year and Year-End Values

Name

Shares
Acquired

on Exercise
(#)

Value
Realized

($)

Number of Securities
Underlying Unexercised

Options at Fiscal Year End
(#)

Value of Unexercised
In-the-Money

Options at Fiscal Year-End
($)*

Exercisable Unexercisable Exercisable Unexercisable

David A. Perdue �  �  333,333 666,667 2,479,998 4,960,002
David M. Tehle �  �  �  115,400 �  153,890
Stonie R. O�Briant 13,641 199,477 366,773 276,650 724,321 1,117,957
Kathleen R. Guion �  �  15,700 89,100 �  54,180
Susan S. Lanigan �  �  31,500 69,100 100,296 132,546

* Based on the closing price of Dollar General�s common stock on January 28, 2005 ($20.12).
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Employee Retirement Plan

          The Dollar General Corporation 401(k) Savings and Retirement Plan became effective on January 1, 1998.  Balances in two earlier plans
were transferred into this plan. The plan covers all employees, including the named executive officers, subject to certain eligibility
requirements.  The plan is subject to the Employee Retirement and Income Security Act (�ERISA�).

          Participants currently are permitted to contribute between 1% and 25% of their annual salary, up to a maximum of $13,000 in calendar
year 2004 and a maximum of $14,000 in calendar year 2005. Effective January 1, 2005, employees who are over age 50 are permitted to
contribute an additional $4,000 in catch-up contributions during 2005. Dollar General currently matches employee contributions (except
catch-up contributions) at a rate of 100% of employee contributions, up to 5% of annual salary, after an employee has been employed for one
year and has completed a minimum of 1,000 hours of service.

          A participant�s right to claim a distribution of his or her account balance is dependent on ERISA guidelines and Internal Revenue Service
regulations. All active employees are fully vested in all contributions to the plan.

          As of January 28, 2005, Messrs. Perdue, Tehle, and O�Briant, and Ms. Guion and Ms. Lanigan had 1, 0, 13, 1 and 2 years of credited
service, respectively. Their account balances under the plan as of January 28, 2005, were approximately $43,208 (Perdue); $5,749 (Tehle);
$224,605 (O�Briant); $14,629 (Guion); and $38,513 (Lanigan).  Upon retirement, participants can receive a lump sum distribution of their
account balances either directly or as a rollover to an eligible retirement plan or individual retirement account. Mr. O�Briant also has the option of
receiving an annuity payment for specific money sources attributable to the prior plan as defined in the current plan document.

CDP/SERP Plan

          We offer a Compensation Deferral Plan (the �CDP�) and Supplemental Executive Retirement Plan (the �SERP� and together with the CDP,
the �CDP/SERP Plan�) to certain key employees who are determined to be eligible by the Compensation Committee. 

          Pursuant to the CDP, participants may make annual elections to defer up to 65% of base pay, reduced by any deferrals to the 401(k) plan,
and up to 100% of bonus pay.  All participants are 100% vested for all compensation deferrals.  Dollar General currently matches base pay
deferrals at a rate of 100%, up to 5% of annual salary, offset by the amount of match in the 401(k) plan. The compensation deferred is credited to
a liability account, which is then invested at the option of the participant in either an account that mirrors the performance of a fund or funds
selected by the Compensation Committee or its delegate (the �Mutual Fund Options�) or in a phantom stock account which mirrors the
performance of our common stock (the �Common Stock Option�). 

          Pursuant to the SERP, we make an annual contribution to all participants who are actively employed in an eligible job grade on January 1
and continue to be employed as of December 31 of a given year. The contribution percentage is based on the following schedule of age plus
service:
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Percent of Base Plus Bonus

Age Plus Service Grade 29 Grades 30-32
Grades 33 and

above

<40 2.0 % 3.0 % 4.5 %
40-59 3.0% 4.5% 7.5%
60-79 5.0% 7.5% 9.5%
80 or more 8.0% 12.0% 12.0%

          SERP amounts generally vest at the earlier of the participant�s attainment of age 50 or the participant�s being credited with 10 or more �years
of service,� or upon termination of employment due to death or �total and permanent disability� or upon a �change in control,� all as defined in the
CDP/SERP Plan.

          In accordance with a participant�s election, a participant�s CDP/SERP Plan account balance will be paid in cash by (a) lump sum, (b)
monthly installments over a 5, 10 or 15-year period or (c) a combination of lump sum and installments. The vested amount will be payable at the
time designated by the Plan upon the participant�s termination of employment or retirement, except that participants may elect to receive an
in-service lump sum distribution of vested amounts credited to the CDP account, provided that the date of distribution is a date that is no sooner
than 5 years after the end of the year in which amounts are deferred. In addition, a participant who is an employee may request to receive an
�unforeseeable emergency hardship� in-service lump sum distribution of vested amounts credited to his CDP account. Effective January 1, 2005,
account balances deemed to be invested in the Mutual Fund Options are payable in cash and account balances deemed to be invested in the
Common Stock Option are payable in shares of Dollar General common stock and cash in lieu of fractional shares.  Prior to January 1, 2005, all
account balances were payable in cash.

          As of January 28, 2005, Messrs. Tehle and O�Briant and Ms. Guion and Ms. Lanigan had �age plus service� levels equal to 48, 63, 54 and 44,
respectively. Their account balances under the CDP/SERP Plan (and, with respect to Mr. Perdue who is ineligible to participate in the SERP due
to his participation in an individualized supplemental executive retirement plan described below, his account balance under the CDP), after
taking into account contributions made in respect of 2004, were approximately $95,542 (Perdue); $3,333 (Tehle); $1,621,782 (O�Briant);
$59,571 (Guion); and $43,472 (Lanigan).  The SERP is non-qualified and, therefore, is not subject to certain requirements under ERISA.

Individual Supplemental Retirement Plan

          Retirement benefits are provided to David Perdue under an unfunded, non-qualified defined benefit pension plan.  This plan is known as
the Supplemental Executive Retirement Plan for David A. Perdue.  The following table shows the estimated annual benefits payable to Mr.
Perdue under his SERP based on estimates of annualized final average compensation.

PERDUE SERP PENSION TABLE
Based on Years of Employment

Final Average Compensation 15 or More Years

$2,000,000 $500,000
$2,500,000 $625,000
$3,000,000 $750,000
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          For purposes of Mr. Perdue�s SERP, final average compensation is equal to base salary (which is the same as his regular salary disclosed in
the �Salary� column of the Summary Compensation Table) plus his incentive �Teamshare� bonus (which is the same as his bonus disclosed in the
�Bonus� column of the Summary Compensation Table and is includible for SERP purposes when it is paid) for the highest three consecutive fiscal
years of credited service out of the last ten preceding retirement or termination of employment (or for all years of consecutive fiscal years of
credited service if Mr. Perdue does not have ten consecutive fiscal years of service). As of January 28, 2005, Mr. Perdue had 2 years of credited
service.

          Benefits under Mr. Perdue�s SERP are computed on the basis of a joint and 50% spouse survivor annuity, generally accrue at the rate of
1.67% of final average compensation for each year of credited service (limited to 25% of final average compensation in the aggregate), and are
payable in any annuity form that is the actuarial equivalent of the benefit payable as a joint and 50% spouse survivor annuity.  In addition, Mr.
Perdue may elect a lump sum distribution.  Benefits are not subject to reduction for Social Security benefits or any other offset.  A 25% of final
average compensation normal retirement benefit under Mr. Perdue�s SERP is payable upon attainment of age 63 with 15 years of credited
service, and an early retirement benefit (with the 25% factor reduced proportionately for years of credited service under 15 years and by 5% per
year for early payment before age 60) is payable upon completion of 10 years of credited service.  Otherwise, benefits vest and are payable after
10 years of credited service or after death or disability while employed by Dollar General.  Mr. Perdue will receive two years of credited service
for vesting and benefit accrual purposes for each of his first five years of employment  and thereafter he will receive one year of credited service
for each year of employment to a maximum of 15 years of credited service.  In addition, in the event of Mr. Perdue�s termination by Dollar
General without cause at any time or his voluntary resignation for good reason within two years after a change in control of Dollar General, Mr.
Perdue will be deemed to have five additional years of employment and his compensation will be deemed to continue for purposes of calculating
his vesting and benefit. 

Agreements with Named Executive Officers

Employment Agreement with Mr. Perdue.  We have entered into a 4-year employment agreement with David Perdue, dated April 2, 2003.
Mr. Perdue�s agreement provides for:

� minimum base salary of $900,000;

� one-time signing bonus of $270,000 plus 78,865 shares of restricted stock that vest in 5 equal annual increments beginning April
2, 2004;

� annual bonus opportunity of up to 160% of base salary based on achievement of performance criteria established in accordance
with the terms and conditions of our bonus program for executives;

� options to acquire 1,000,000 shares of our common stock, which terminate no later than April 2, 2013 and which vest as follows: 
333,333 shares on the first grant date anniversary, 333,333 shares on the second grant date anniversary, and 333,334 shares on the
third grant date anniversary;

� participation in all incentive, savings and retirement plans applicable generally to our senior executives (currently consisting of
our bonus program for executives, our 401(k) Plan and our Compensation Deferral Plan for key employees) and on the same basis
as those executives, except as to benefits that are specifically applicable to Mr. Perdue pursuant to the agreement;
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� participation in an individualized Supplemental Executive Retirement Plan in lieu of participation in our Supplemental Executive
Retirement Plan for key employees;

� participation of Mr. Perdue and his eligible dependents in our welfare benefit plans to the extent applicable generally to our senior
executives (currently consisting of  our medical, prescription, dental, vision, group life, executive life, group disability, and
executive disability plans and programs);

� life insurance with an aggregate death benefit of 2.5 times his base salary updated annually;

� four weeks paid vacation, any unused portion of which is forfeited as of each annual anniversary date;

� reimbursement for all reasonable business expenses in accordance with our expense reimbursement policies applicable generally
to our senior executives;

� executive perquisites, fringe and other benefits as are provided to the senior most executives and their families under any of our
plans in effect from time to time and other benefits as are customarily available to our executives and their families, including up
to 30 hours annually of personal use of our plane, provided that Mr. Perdue reimburses us for that use, a company-paid medical
physical, wireless PDA, mobile phone and vehicle, and participation in our relocation policy for officers (as well as benefits
available in general to all salaried employees);

� payment upon termination of employment due to death or disability, which shall include any unpaid base salary, expenses and
vacation pay that have accrued through the termination date, any other unpaid accrued amount or benefit required under any plan
or agreement, any unpaid compensation previously deferred (together with any accrued interest or earnings) unless Mr. Perdue has
elected a different payout date in a prior deferral election. In addition, all options, restricted shares and other incentive awards will
vest and become fully exercisable, and all options or other rights in the nature of awards that may be exercised will remain
exercisable for 1 year (in the event of death) or 3 years (in the event of disability), subject to the earlier expiration of the award;

� payment upon termination of employment by us for any reason other than death, disability or cause or by Mr. Perdue for good
reason, which shall include any unpaid base salary, expenses and vacation pay that have accrued through the termination date, any
other unpaid accrued amount or benefit required under any plan or agreement, any unpaid compensation previously deferred
(together with any accrued interest or earnings) unless Mr. Perdue has elected a different payout date in a prior deferral election,
and a severance payment equal to 2.5 times (3 times if within 2 years after a change in control) the sum of his annual base salary
and his actual annual incentive bonus earned in the year immediately prior to the year in which his employment terminated (or
80% of annual base salary, if greater). In addition, all stock options and restricted shares granted under
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the agreement fully vest and become exercisable for a period of 3 months or the earlier expiration of the award (if within 2 years
after a change in control, all other options, restricted shares and other incentive awards shall also fully vest and become
exercisable in accordance with the terms of our 1998 Stock Incentive Plan whether or not those awards were granted under that
Plan). Finally, we pay the cost equivalent to 30 months of medical coverage (36 months of medical coverage if the termination
occurs within 2 years after a change in control);

� payment upon termination of employment for cause, which shall include any unpaid base salary accrued through the termination
date and benefits owed to Mr. Perdue under any plan or agreement covering Mr. Perdue;

� payment upon resignation without good cause, which shall include any unpaid base salary, expenses and vacation pay that have
accrued through the termination date, any other unpaid accrued amount or benefit required under any plan or agreement, and any
unpaid compensation previously deferred (together with any accrued interest or earnings) unless Mr. Perdue has elected a
different payout date in a prior deferral election;

� a tax gross up for amounts due for excise taxes imposed upon severance payments and benefits;

� reimbursement for any costs and expenses incurred by Mr. Perdue to enforce the agreement in good faith, as well as for all
reasonable legal fees and expenses incurred in connection with any tax audit or proceeding to the extent attributable to the
application of the excise tax provisions of the Internal Revenue Code to any payment or benefit under the agreement, subject to an
aggregate limit of $50,000; and

� non-competition, non-disclosure and non-solicitation provisions designed to protect us in the event Mr. Perdue were to leave our
employment.

          For purposes of this agreement, �cause� means any of the reasons below, as determined by at least three-quarters of the entire Board
membership (and as more fully explained in the agreement):

� fraud, a violation of securities trading regulations or any act resulting in an SEC investigation which, in each case, the Board
determines materially adversely affects us or Mr. Perdue�s ability to perform his duties;

� attendance at work in a state of intoxication or in possession of any prohibited drug or substance which would amount to a
criminal offense;

� assault or other act of violence during the course of employment;

� conviction of any felony or misdemeanor involving moral turpitude; or

� the continued failure to perform substantially his duties (other than a failure resulting from incapacity due to disability and
excluding any failure, after good faith, reasonable and demonstrable efforts, to meet performance expectations for any reason).
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          For purposes of this agreement, �disability� means (as more fully described in the agreement) a long-term disability entitling Mr. Perdue to
receive benefits under our long-term disability plan as then in effect or if no long-term disability plan is in effect or if the plan does not apply to
Mr. Perdue, then the inability of Mr. Perdue, as determined by the Board, to perform the essential functions of his regular duties and
responsibilities with or without reasonable accommodation due to a medically determinable physical or mental illness which has lasted or will
reasonably last for a period of 6 consecutive months.

          For purposes of this agreement, �good reason� means (as more fully described in the agreement):

� assignment to duties inconsistent in any material respect with Mr. Perdue�s position, authority, duties or responsibilities in effect
on April 2, 2003, or any other action which results in a demonstrable diminution of his position, authority, duties or
responsibilities, all without Mr. Perdue�s written consent;

� a reduction in base salary or target bonus level;

� our failure to continue any pension or compensation plan or arrangement in which Mr. Perdue participates or the elimination of
his participation in any of those plans (except for across-the-board plan changes or terminations similarly affecting at least 95% of
all of our executives, excluding Mr. Perdue�s SERP);

� relocation without Mr. Perdue�s consent to any office or location other than metropolitan Nashville, Tennessee;

� our material breach of the agreement; or

� the failure of any successor to all or substantially all of our business and/or assets to assume and agree to perform the agreement in
the same manner and to the same extent as we would be required to perform if no succession had occurred.

Employment Agreements with Mr. Tehle, Mr. O�Briant, Ms. Guion and Ms. Lanigan. We have entered into a 3-year employment
agreement with Mr. Tehle, effective June 7, 2004, a 2-year employment agreements with each of Mr. O�Briant and Ms. Guion, effective March 1,
2004, and a 2-year employment agreement with Ms. Lanigan, effective March 15, 2005. Each of these agreements provides for:

� minimum base salary of $400,000 for Mr. Tehle, $362,250 for Mr. O�Briant, $350,000 for Ms. Guion and $350,000 for Ms.
Lanigan;

� for Mr. Tehle only, a one-time signing bonus of $100,000;

� participation in our bonus program for officers established by our compensation committee, with payment based on achievement
of performance criteria established in accordance with the terms and conditions of that bonus program; Mr. Tehle�s agreement also
provides for a 2004 guaranteed minimum bonus payment equal to 65% of his 2004 base salary, prorated based on employment
date;

24

Edgar Filing: TAKE TWO INTERACTIVE SOFTWARE INC - Form SC 13G/A

24



� eligibility for award grants from time-to-time consistent with the award grants made to similarly situated Dollar General officers
under our 1998 Stock Incentive Plan (or a successor plan), as determined by our compensation committee;

� for Mr. Tehle only, an inducement grant of options to acquire 62,800 shares of our common stock, which vest in 4 equal annual
installments on the anniversary of the grant date, and 15,000 shares of restricted stock, which vest in 3 equal annual installments
on the anniversary of the grant date;

� three weeks paid vacation within the first year of employment and 4 weeks of paid vacation after 5 years of employment, any
unused portion of which is forfeited upon termination or the annual anniversary of employment;

� reimbursement for all reasonable business expenses in accordance with our expense reimbursement policies applicable generally
to our employees;

� executive perquisites, fringe and other benefits as are provided to our officers and their families under any of our plans in effect
from time to time and other benefits as are customarily available to our officers and their families (currently consisting of
company-paid medical physicals, wireless PDAs, mobile phones and a vehicles, and participation in our relocation policy for
officers, as well as benefits available in general to all salaried employees);

� participation in all incentive, savings and retirement plans applicable generally to our senior executives and on the same basis as
those executives (currently consisting of our bonus program for executives, our 401(k) Plan and our CDP/SERP Plan);

� participation by the officer (and, where applicable, the officer�s eligible dependents) in our various welfare benefit plans to the
extent applicable generally to our officers or other similarly situated employees and in accordance with the terms of those plans
(currently consisting of our medical, prescription, dental, vision, group life, executive life, group disability, and executive
disability plans and programs), as well as in any other benefit plan offered by us to our officers or other employees (excluding
plans solely applicable to certain officers in accordance with the express terms of those plans and excluding our severance plan);

� payment upon termination by us without cause or by the officer for good reason, or upon our failure to renew the agreement
without a mutually agreeable severance arrangement between us and the officer (unless that failure to renew is a result of the
officer�s voluntary retirement), which payment shall include the officer�s pro rata base salary through the termination date, other
vested benefits under any other plan or agreement covering the officer, a severance payment in the amount of 2 times annual base
pay, and company-paid outplacement services for 1 year or, if earlier, until other employment is secured (provided, that any
unpaid amounts will be forfeited upon the breach by the officer of any continuing obligation under the agreement after termination
of employment), as well as any amounts payable to the officer outside the agreement or any other rights the officer may have
under the terms of any applicable benefit plan or under the terms of our 1998 Stock Incentive Plan (or successor plan);
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� payment upon termination for cause, which shall consist solely of any benefits owed under any other plan or agreement covering
the employee;

� payment upon termination due to death or disability, which shall consist solely of any benefits under our benefit plans covering
the officer, as well as benefits under the 1998 Stock Incentive Plan (or successor plan), to the extent provided by the terms of
those plans;

� payment upon termination of employment for any reason other than death, disability or cause or the officer�s resignation for good
reason, each within 2 years of a change in control (as defined in the agreements), which payment shall include a severance
payment in the amount of 2 times annual base pay and targeted bonus and 2 times medical, dental and vision benefits costs, as
well as company-paid outplacement services for 1 year or, if earlier, until other employment is secured. In addition, the officer�s
awards granted under the 1998 Stock Incentive Plan (or any precursor or successor plan) will fully vest and remain exercisable in
accordance with the terms of that plan. These severance payments may be capped at the amount otherwise payable, reduced in
such amount and to such extent that no amount of the payment plus all other �parachute payments� under Section 280G of the
Internal Revenue Code would constitute an �excess parachute payment� under Section 280G. However, those payments shall not be
capped if it is determined that the officer would receive at least $25,000 in greater after-tax proceeds if no such reduction is made.

� non-competition, non-disclosure and non-solicitation provisions designed to protect us in the event the officer were to leave our
employment.

          For purposes of these agreements, �cause� means any of the reasons below (as more fully explained in the agreements):

� fraud, dishonesty or material misrepresentation, or a material violation of securities trading regulations;

� any activity or public statement by the officer, other than as required by law, that prejudices us or reduces our good name and
standing or would bring us into public contempt or ridicule;

� attendance at work in a state of intoxication or in possession of any prohibited drug or substance which would amount to a
criminal offense;

� assault or other act of violence; or

� conviction of any felony whatsoever or misdemeanor involving moral turpitude.
          For purposes of these agreements, �disability� means (as more fully described in the agreements) a long-term disability entitling the officer
to receive benefits under our long-term disability plan as then in effect or the inability of the officer to reasonably perform the officer�s duties due
to a medically determinable physical or mental impairment that can reasonably be expected to result in death or has lasted or will reasonably be
expected to last longer than 90 consecutive days.
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          For purposes of these agreements, �good reason� means (as more fully described in the agreements):

� assignment of duties inconsistent with, or the significant reduction of the title, powers and functions associated with the officer�s
position, titles or offices, unless the action is the result of a restructuring of duties and responsibilities for business reasons that
leaves the officer at the same officer level and with a similar level of responsibility or is the result of the officer�s failure to meet
pre-established and objective performance criteria or is the result of the officer�s termination for disability or cause, all without the
officer�s written consent;

� a reduction in the officer�s base salary or target bonus level;

� our failure to continue any significant company-sponsored compensation plan or benefit without replacing it with a similar plan or
with a compensation equivalent  (except for across-the-board plan changes or terminations similarly affecting at least 95% of all
of our executives);

� relocation of our principal executive officers outside of the middle-Tennessee area or basing the officer anywhere other than our
principal executive offices;

� our material breach of the agreement; or

� the failure of any successor to all or substantially all of our business and/or assets to assume and agree to perform the agreement in
the same manner and to the same extent as we would be required to perform if no succession had occurred.

Equity Award Provisions Regarding Employment Termination or Change in Control.  In addition to the arrangements identified above in
the descriptions of the employment agreements with our named executive officers, the following arrangements exist which result or will result
from the resignation, retirement or other termination of employment of the officer or from a change in control of Dollar General.

          Each of our named executive officers has received equity awards that are governed by the terms of our 1998 Stock Incentive Plan. Unless
otherwise provided under the officer�s employment agreement described above, the terms of the 1998 Stock Incentive Plan provide that if the
grantee�s employment terminates due to death, disability or retirement or if the grantee is involuntarily terminated without cause or if the grantee
voluntarily resigns, then the stock options will terminate upon the earlier to occur of the option�s original expiration date or: (a) 3 years from the
termination date due to death, disability or retirement (or, if shorter, 1 year from the date of death in the event death occurs during the 3 years
following termination due to disability or retirement) or (b) 3 months from the date of involuntary termination without cause or from the date of
voluntary resignation. All options terminate immediately upon termination of the grantee�s employment for cause.

          Also, restricted stock and restricted stock units may vest and become payable earlier than the scheduled vesting date under the
circumstances (if any) described in the grantee�s employment agreement for full vesting of equity compensation awards. The restricted stock and
the restricted stock units, whether vested or not, terminate and are forfeited if the grantee is terminated for cause. Unvested restricted stock and
restricted stock units terminate and are forfeited if the grantee�s employment ends for any reason other than cause.
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          Stock options, restricted stock and restricted stock units may vest and become exercisable or payable, as the case may be, upon a change in
control (as defined in the 1998 Stock Incentive Plan) of Dollar General. The value of all outstanding stock options, restricted stock and restricted
stock units shall, unless otherwise determined by our Board or our compensation committee prior to the change in control, be cashed out at the
highest price per share paid in any transaction reported on the NYSE or paid or offered in any bona fide transaction related to the change in
control at any time during the 60 days immediately preceding the change in control.

          For purposes of the 1998 Stock Incentive Plan, �cause� means a felony conviction or the failure to contest prosecution for a felony, or
willful misconduct or dishonesty that is directly and materially harmful to our business or reputation; �disability� is determined under our group
long-term disability insurance plan as in effect from time to time (currently under that plan, �disability� is defined as a limitation from performing
the material and substantial duties of the employee�s regular occupation due to sickness or injury accompanied by a 20% or more loss in the
employee�s indexed monthly earnings due to the same sickness or injury); and �retirement� means either retirement from active employment with
us on or after age 65 or retirement from active employment with us prior to age 65, but with our express written consent and in accordance with
our early retirement policy (if any) then in effect.

Other Executive Benefits

Supplemental Disability Insurance. We have a supplemental disability program for officers and certain highly compensated employees.
Under this program, we pay for premiums on individual supplemental disability policies for all participants with annual base salaries of at least
$225,000 and we gross up those payments to cover required taxes (participants with annual base salaries of less than $225,000 pay their own
premiums). The supplemental disability program is effective for policies written on or after January 1, 2005 and provides a disability income
benefit generally to age 67 in the amount of 75% of base salary less the amount of any other disability income protection provided to employees
on a group or individual basis, including without limitation our long-term disability plan for exempt salaried employees. The guaranteed issue
limit on the supplemental disability is up to $5,000 per month for participants with annual base salaries of at least $225,000 and $3,000 per
month for participants with annual base salaries of less than $225,000. The exact amount of coverage will vary based on any individual
underwriting limitations. In 2004, our group long-term disability plan for exempt salaried employees provided a benefit of up to 60% of base
salary with a maximum of $20,000 per month. Effective January 1, 2005, the maximum was reduced to $15,000 per month.

          In addition to the policies issued under the supplemental disability program, we previously purchased individual disability policies for the
following named executive officers: David Perdue and Stonie O�Briant. These policies will continue on an individual basis and we will continue
paying premiums and grossing up those payments to cover required taxes.

Supplemental Life Insurance.  We have a supplemental life insurance program for officers. Under this program, we pay for premiums on
supplemental individual life insurance policies for all officers and we gross up those payments to cover required taxes. The death benefit
provided under this program is equal to 2.5 times annual base salary (updated annually), reduced by the amount of
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the group life insurance benefit provided to the officer under our group life insurance plan for exempt salaried employees. . Currently, our group
life insurance plan for exempt salaried employees provides a benefit of $50,000. The life insurance coverage offered through the supplemental
life insurance program is subject to individual underwriting.

Other Benefits. We provide other benefits to our named executive officers that are available generally to all salaried employees, including
but not limited to medical, dental and vision insurance, a prescription benefit program, group life insurance, and group disability insurance. We
also provide to our executives (and certain other employees) certain perquisites such as a Dollar General-furnished vehicle and Dollar
General-paid mobile phones, wireless PDAs and physical examinations.

Compensation Committee Interlocks and Insider Participation

          Each of Messrs. Gee, Beré, Clayton and Dickson was a member of our Compensation Committee during 2004.  None of these persons was
at any time during 2004 an officer or employee of Dollar General or any of our subsidiaries, or an officer of Dollar General or any of our
subsidiaries at any time prior to 2004. In addition, none of these persons had any relationship with Dollar General or any of our subsidiaries
requiring disclosure under any paragraph of Item 404 of Regulation S-K. None of our executive officers served as a member of a compensation
committee or as a director of any entity of which any of our directors served as an executive officer during 2004.

SECTION 16(a) BENEFICIAL OWNERSHIP
REPORTING COMPLIANCE

          The United States securities laws require our executive officers, directors, and greater than 10% shareholders to file reports of ownership
and changes in ownership on Forms 3, 4 and 5 with the SEC, the NYSE and with us.  Other than as set forth below, based solely upon a review
of Forms 3, 4 and 5 and amendments thereto furnished to us during and with respect to 2004 and written representations by our directors,
executive officers and greater than 10% shareholders, each of such persons filed, on a timely basis, the reports required by Section 16(a) of the
Securities Exchange Act of 1934 with respect to 2004, other than Stonie O�Briant who filed 1 late Form 4 to report 2 open market sales of Dollar
General common stock.
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REPORT OF THE COMPENSATION COMMITTEE

What is our compensation philosophy?

          We emphasize a pay-for-performance philosophy, linking management compensation, Dollar General performance and shareholder return.
This strategy reflects our desire to reward results that are consistent with the key goals of Dollar General and our shareholders. We believe that
this philosophy, implemented through the compensation program, enables us to attract, retain and motivate results-oriented employees to achieve
higher levels of shareholder return.

What is our direct compensation philosophy?

          Our direct compensation programs include base pay, short-term incentive compensation and long-term incentive compensation.

          We believe base pay should relate to the skills required to perform a job and to the value of each job performed relative to the industry, the
market and the job�s strategic importance to us. This method of valuation allows us to respond to changes in our employment needs and changes
in the labor market. To be eligible for an increase in base pay, the individual must achieve a satisfactory or better performance rating when
evaluated against the individual�s annually established performance goals.

          Short-term incentive compensation awards, where applicable, are contingent upon Dollar General performance (net income performance
in 2004) and individual performance. The threshold, target and maximum annual incentive compensation opportunity for each employee is
established based upon his or her job classification and competitive market data. Even if Dollar General attains its financial performance target,
no employee may receive an annual incentive compensation award unless he or she has achieved a satisfactory or better rating when evaluated
against his or her annually established performance goals and is actively employed as of March 15th of the year following the performance year,
unless otherwise agreed in an approved employment or other agreement.

          Long-term incentive compensation, where applicable, currently consists of awards of time-vested stock options and, for certain members
of management and our officers, time-vested restricted stock units or restricted stock. The size of these awards is directly linked to job grade
level. The awards within each job grade level are determined based on competitive market data. These awards serve to improve alignment of
employee and shareholder interests and as retention vehicles. All equity grants in 2004 were granted under the authority of this committee and
were issued under the guidelines of our 1998 Stock Incentive Plan.

What is our indirect compensation philosophy?

          Our indirect compensation programs are intended to attract and retain quality employees, to support our employees� physical, emotional
and financial needs and to support the operational and financial objectives of Dollar General.  In addition, these programs are designed to protect
employees from extreme financial hardship in the event of illness or injury, to promote wellness and to assist employees in attaining long-term
financial security. We recognize and respect the differences among our employees and the different needs of our employee groups.  We believe
that our health, life and disability benefit programs should provide competitive levels of protection, coverage and assistance without jeopardizing
our position as a low-cost retailer and should be accessible to employees at a
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reasonable cost. We support tough expense control by managing healthcare costs aggressively and encourage a partnership with our employees
by enlisting employee assistance in cost management. Employees are encouraged to adopt healthy lifestyles and have the opportunity to select
benefits that fit their needs We believe our retirement plans assist employees in attaining long-term financial security at retirement.

How are our executive officers compensated?

          The goals of Dollar General�s executive compensation strategy are to attract, retain and motivate persons with superior ability, to reward
outstanding performance, and to align the long-term interests of our officers with those of our shareholders. Under the supervision of this
committee and consistent with the compensation principles set forth in the Charter governing this committee, Dollar General has developed
compensation policies and programs (discussed below) designed to achieve these goals by providing competitive levels of compensation that
integrate pay with Dollar General�s annual and long-term performance targets. We are committed to creating rewards for our officers that
encourage a team approach to achieving corporate objectives and to creating shareholder value. For executive officers� total compensation, the
committee�s goal is to target the median total compensation of comparable positions at our peer companies. For more information on this process,
please see the discussion below under the heading �How do we determine competitive market pay?�

          Our executive officers are not eligible for either a salary increase or for participation in our short-term incentive plan unless they achieve a
satisfactory or better performance rating against annually established individual performance goals. They also are not eligible for the short-term
incentive plan payout if they are not actively employed as of March 15th of the year following the year of performance for which the payment is
made, unless otherwise provided in an employment or other agreement.

          The executive officers� incentive compensation for 2004 reflects an emphasis on achieving both short and long-term objectives. Short-term
incentive compensation includes the opportunity for an annual cash bonus that is contingent on both Dollar General�s net income performance
and individual performance and is calculated based on a percentage of the executive officer�s annual base salary. For more information regarding
the annual cash bonus, please see the discussion below under the heading �How does our annual cash bonus program work?�

          Long-term incentive compensation currently includes annual and inducement awards of time-vested stock options and time-vested
restricted stock units, which serve to align the interests of management and shareholders and as retention vehicles. In addition, this committee
from time to time may determine to grant special incentive awards to executive officers in recognition of extraordinary service or performance.
For example, in 2004, the committee approved special grants of restricted stock units to Kathleen Guion in recognition of her outstanding
performance as Executive Vice President, Store Operations, evidenced by improvements in various business metrics, and to Bob Lewis, our
Controller, in connection with his promotion to Senior Vice President. For more information regarding long-term incentives, please see the
discussion below under the headings �How does our stock incentive program work?� and �How do we determine how many equity awards to grant?�

          The compensation principles set forth in this committee�s Charter dictate that executive compensation arrangements maintain an
appropriate balance between base salary and long-term and annual incentive compensation. Base salaries are intended to be reflective of the
responsibilities of the position, the experience and contributions of the individual and the salaries for comparable
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positions in the competitive marketplace. While each executive officer�s compensation is reviewed, each position in Dollar General, including
officer positions, falls within an assigned grade level. Generally, the amount and type of annual and long-term incentive compensation are the
same for all employees within each grade though there are ranges of base pay within each. As a result, the committee�s review and setting of total
compensation must take into account the grade level of the officer and the annual and long-term incentive compensation of that grade level.

          Dollar General also provides its executive officers with health, life and disability insurance, retirement and compensation deferral
programs, and perquisites and other benefits that are competitive with market practices. Many of the benefits offered to executive officers are
those that are offered to the general employee population. Certain other benefits are provided exclusively to our officers or to our officers and
certain other management-level employees for retention and recruiting purposes and to promote tax efficiency for the employee and replacement
of benefit opportunities lost due to regulatory limits.

Does the committee seek the advice of independent consultants?

          The committee seeks input from a variety of sources when determining compensation philosophy and executive compensation, including
that of an independent compensation consultant. In recent years, including the early part of 2004, the committee received advice from Watson
Wyatt International, an executive compensation consulting firm selected by management. In April 2004, however, the committee interviewed
several candidates to serve as the committee�s independent compensation consultant and selected Hewitt Associates. Hewitt reports directly to
the committee and has the authority and the ability to contact committee members directly without the need to go through management. The
committee also has the opportunity at each quarterly meeting to meet in executive session with Hewitt, as well as in executive session with
Dollar General�s General Counsel.

          In addition, the committee has the authority and the ability to conduct or authorize studies and investigations into any matters within the
scope of the committee�s responsibilities, and to retain outside legal or other advisors. The committee also has the authority to determine the fees
to be paid to those advisors.

How do we determine competitive market compensation?

          To ensure that Dollar General�s compensation programs are properly benchmarked with those of our competitors, this committee compares
our compensation practices to peer group data. To provide the peer group data relied on by the committee in establishing 2004 compensation for
executive officers, the committee�s consultant used retail industry as well as general industry surveys. The survey results were adjusted based on
company size. Further, the committee reviewed data presented in the proxy statements of several retail companies to determine compensation for
the top-five positions. The peer group included companies from various retail segments, generally using those within a range of revenue similar
to Dollar General�s. We believe it is a group that competes with Dollar General for executive talent and has executive positions that we believe
are similar in breadth, complexity and scope of responsibility to those of Dollar General, and includes AutoZone, Barnes & Noble, BJ�s
Wholesale Club, Circuit City, Dillard�s, Family Dollar, Foot Locker, Kohl�s, Limited Brands, Long Drug Stores, Nordstrom, OfficeMax, Office
Depot, RadioShack, Staples, TJX Companies and Toys R Us.  The peer group does not include all of the companies that are included in the S&P
500 Retailing Index in the shareholder return performance graph because the committee and its consultant believe that it is more appropriate to
compare compensation of our executive officers with that of executives in companies that are comparable in both size and industry.
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          Generally, the committee believes that median market data from the peer group described above constitutes competitive pay for a position.
However, the unique job description of some of our officers as well as Dollar General�s unique niche in the retail sector makes some of the
comparisons difficult. In those cases, the committee, working with its consultant, tries to fairly account for distinct circumstances not reflected in
the market data. Further, for internal equity purposes relating to the size of both long-term and annual incentive awards, the committee reviewed
market data to ensure that our established grade levels and the officers within each grade level are appropriately delineated.

How did we determine the salary increases for executive officers in 2004?

          The increase in base salaries in 2004 was determined by this committee based upon:

� a competitive market study conducted by Watson Wyatt International, including peer group data and a review of data published in
top retail and general industry surveys; and

� a subjective analysis by this committee in consultation with its consultant, after evaluating the recommendations of management,
peer group data, Dollar General�s overall performance, and the respective individual performance versus previously established
annual goals of all executive officers (including the CEO).

How does our annual cash bonus program work?

          Our annual cash bonus program for the executive officers is the short-term incentive component of the executive officers� direct
compensation. For the 2004 program, the payment of annual cash bonuses generally was contingent upon the following objective and subjective
criteria: (a) the individual�s achievement of a satisfactory performance rating when evaluated against his or her annually established performance
objectives; and (b) Dollar General�s achievement of net income goals established by this committee at the beginning of the fiscal year. However,
as an inducement to accept employment as our CFO, the committee authorized a provision in Mr. Tehle�s employment agreement guaranteeing
Mr. Tehle a minimum bonus for 2004 of 65% of his 2004 base salary, prorated based on his employment date.  In addition to our executive
officers, most full-time employees are eligible to receive a cash bonus.

          The individual performance goals are established each year by the executive officer and his or her supervisor. In 2004, our executive
officers� individual goals were based on the duties and areas of Dollar General�s business for which they were responsible, as well as overarching
Dollar General goals and initiatives, including measures regarding Dollar General growth (revenue, total sales, same store sales, and new stores),
market share, merchandising and marketing strategies, shrink improvement, inventory management, distribution and capacity management, new
concept development, leadership development, succession planning, diversity, employee benefits, turnover reduction and retention strategies,
workplace improvements, customer satisfaction, technology improvements, internal controls, legal and regulatory compliance, and expense
control.

          We believe that the net income goals represent appropriate measures of Dollar General financial performance, which can be easily
identified and reviewed by shareholders. In 2004, executive officers (other than the CEO) who achieved a satisfactory performance rating when
evaluated against their annually established performance goals were to receive the following as a
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cash bonus if Dollar General reached the established net income goals: (a) if Dollar General reached the �threshold� goal, which was considered
by this committee to be challenging, then 25% of salary was to be awarded; (b) if Dollar General reached the �target� goal, then 50-65% of salary,
depending on the officer�s grade level, was to be awarded; and (c) if Dollar General reached the �maximum� goal, which was considered by this
committee to be extremely challenging, then 75-100% of salary, depending on the officer�s grade level, was to be awarded (for a discussion of
the annual bonus plan as it relates to our CEO, see the discussion below under the heading �How is the CEO Compensated?�). The percentage of
salary awarded for net income performance falling between the �threshold� and �maximum� goals was to be based on a graduated scale
commensurate with net income results. As discussed above, however, Mr. Tehle is entitled to a minimum bonus of 65% of his 2004 base salary,
prorated based on his employment date.

          For 2004, each executive officer received a satisfactory or better rating in connection with his or her performance evaluation and Dollar
General�s 2004 net income was between the threshold and target levels. Accordingly, the executive officers, other than Mr. Tehle, will receive a
cash bonus in 2005 ranging from 37.67 to 45.28% of salary, depending on the officer. As discussed above, Mr. Tehle will receive his guaranteed
minimum bonus of 65% of his annual base salary. Bonus amounts will be prorated with respect to any executive officer who became employed
by Dollar General during 2004, including Mr. Tehle.

How does our stock incentive program work?

          We use equity awards to link eligible employees to long-term company financial performance and as a retention vehicle. We currently
grant non-qualified, time-vested stock options (which generally vest ratably over a 4-year period) and, to certain members of management and
our officers, time-vested restricted stock units and, to a lesser extent, time-vested restricted stock (each of which generally vests ratably over a
3-year period) under the 1998 Stock Incentive Plan. The committee may expand the category of persons receiving restricted stock units or
restricted stock in the future, may alter the total mix of equity award types and may alter the period of time over which the awards vest. The total
amount of restricted stock units and restricted stock that we can grant under the 1998 Stock Incentive Plan is limited to 4 million shares. All such
equity awards granted to officers or employees are granted under the authority of this committee.

          Because stock options are granted with an exercise price equal to the fair market value of Dollar General stock on the grant date, the
officers receive no value from a stock option grant unless the stock price appreciates, thus directly tying compensation to the shareholders�
interests. Prior to 2004, the annual equity grants to executives consisted solely of stock options. In 2004, however, after reviewing market
practices which indicated that most companies use more than one equity vehicle to encourage long-term performance and retention, this
committee chose to revise its practices to provide for a mix of equity vehicles. The committee decided to replace approximately 20% of the
estimated value of new grants of stock options with restricted stock units on a basis intended to provide comparable value to the executive.
Restricted stock units are effective incentives for our executives to remain with Dollar General and provide ownership interests in Dollar
General. Each officer�s restricted stock unit account is credited quarterly with dividend equivalents determined by reference to the quarterly
dividend on one share of Dollar General stock multiplied by the number of restricted stock units in the officer�s account.
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How do we determine how many equity awards to grant?

          Currently, the amount of equity awards granted depends on the employee�s grade level. In determining job grade, the committee considers
the employees� scope of accountability and their strategic and operational responsibilities, as well as comparable positions in comparable
companies. In determining the amount of equity awards granted at each job grade level, this committee reviewed the economic value of
competitive equity awards and determined equity award sizes as a multiple of mid-point base salary for each grade level. The actual number of
stock options and restricted stock units were determined using the dollar value of equity awards (mid-point salary for each grade times the equity
multiple) and the economic value of one stock option and one restricted stock unit keeping in mind the committee�s 2004 objective of providing
approximately 20% of the value using restricted stock units.

How is the CEO compensated?

          Mr. Perdue�s compensation is determined by the independent directors of our Board of Directors, considering the recommendations of this
committee which are based upon the results of the committee�s evaluation of Mr. Perdue�s performance against previously established goals. In
determining its recommendations regarding Mr. Perdue�s 2004 compensation, this committee considered Dollar General�s and Mr. Perdue�s
prior-year performance, Mr. Perdue�s expected future contributions to Dollar General (in terms of establishing performance goals which must be
met in order to be eligible for a salary increase and participation in our short-term incentive plan), and competitive market data, each as
discussed further below. As with the other executive officers, Mr. Perdue�s compensation reflects our emphasis on achieving both short and
long-term performance. In order to better incent Mr. Perdue, this committee believes that a substantial portion of his compensation should be
tied directly to overall Dollar General financial performance, as well as to non-financial measures, including those derived from Dollar General�s
mission statement.

          As with other executive officers, Mr. Perdue is not eligible for either a salary increase or for participation in our annual incentive plan
unless he achieves a satisfactory or better performance rating against his annually established performance goals and is actively employed as of
March 15th of the year following the year of performance unless otherwise provided in his employment or other agreement. This committee
establishes those goals each year. In 2004, Mr. Perdue�s performance goals included measures relating to improvements in certain financial
metrics (earnings per share, total sales growth, operating margins, return on invested capital, free cash flow, inventory turns and return on
assets), leadership development and succession, strategic planning, Dollar General growth, new concept development, distribution and capacity
management, technology improvements, inventory management, shrink improvement, workplace improvements, turnover reduction and
retention strategies, third party relationships (vendors, analysts, rating agencies, media), corporate governance and ethics, legal matters, and
internal controls. This committee reviewed Mr. Perdue�s performance against those previously established goals and determined that Mr. Perdue
had performed satisfactorily. In particular, under Mr. Perdue�s leadership, Dollar General has continued to remain true to its mission of �Serving
Others.� Dollar General was able to ensure that customers achieved real shopping or consumer value and shareholders maintained value in their
investment. In 2004, Dollar General generated approximately $344 million in net income and earnings per share of $1.04, as well as increases in
total sales and same store sales. Dollar General opened 722 new stores, including 13 new Dollar General Market stores, and installed coolers in
many of our stores so that customers may now purchase refrigerated food items in those stores. In addition, Dollar General secured electronic
benefit transfer (EBT) certification for a substantial portion of our stores that
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enables us to accept food stamps in those stores, which is important and convenient for our customers. Our customers were also served by the
improvement in our store in-stock levels. Dollar General also completed its internal controls work under Section 404 of the Sarbanes-Oxley Act,
achieved a reduction in operating shrink, made substantial progress on the construction of a new distribution center and expanded the capacity of
two additional distribution centers.  Our employees� interests were served this year, under Mr. Perdue�s leadership, with the completion of the
development stage of our store process improvement process designed to improve efficiencies and ease workload and the beginning of the
rollout phase. In addition, turnover levels of targeted positions decreased, while progress was demonstrated in our commitment to promoting
from within. Mr. Perdue also continues to emphasize Dollar General�s values and commitment to integrity and to strengthen Dollar General�s
relationships with all third parties with whom we deal. This committee is pleased with Mr. Perdue�s considerable achievements versus his
previously established performance goals. Accordingly, Mr. Perdue was eligible for both a salary increase and participation in our short-term
incentive plan to the extent that Dollar General�s net income goals were achieved.

          In 2004, Mr. Perdue received a base salary increase of approximately $30,000 on an annual basis. In determining the amount of this
increase, this committee sought an amount that would bring Mr. Perdue�s salary closer to the median for CEOs of the industry comparison group,
although Mr. Perdue�s salary remains under the median for this group. 

          At the beginning of 2004, the independent directors of our Board of Directors, upon the recommendation of this committee, determined
that if Mr. Perdue met his performance goals and Dollar General met its net income goals, Mr. Perdue would receive a cash bonus as follows: (a)
if the �threshold� net income level is reached, he will receive a cash bonus equal to 50% of his annual salary; (b) if the �target� net income level is
reached, he will receive a cash bonus equal to 80% of his annual salary; and (c) if the �maximum� net income level is reached, he will receive a
cash bonus equal to 160% of his annual salary. In addition, the percentage of salary awarded for earnings performance between the �threshold� and
�maximum� net income goals would be based on a graduated scale commensurate with net income performance. Because Dollar General�s net
income was between the threshold and target levels, Mr. Perdue earned a 2004 bonus equal to 65.21% of his annual salary.

          The CEO is eligible for grants of equity awards under the 1998 Stock Incentive Plan. However, under the terms of Mr. Perdue�s
employment agreement, it was agreed that he would not receive stock option grants, other than the initial grants made to him pursuant to the
terms of that employment agreement, until 2006. Accordingly, Mr. Perdue was not awarded any stock option grants in 2004. Mr. Perdue also
was not awarded any other equity grants in 2004.

          Mr. Perdue is eligible to participate in our 401(k) Plan and in our non-qualified compensation deferral plan, the terms and conditions of
which (including vesting and payment provisions) are described in a separate section of the proxy statement. In 2004, Dollar General contributed
$7,750 to Mr. Perdue�s 401(k) Plan account and allocated $38,251 to his account under our non-qualified compensation deferral plan, both as
matching contributions in accordance with the terms of the plans.

          Additional retirement benefits are provided to Mr. Perdue under an unfunded, non-qualified defined benefit pension plan (�SERP�), the
terms and conditions of which (including vesting and payment provisions) are described in a separate section of the proxy statement.  In 2004,
Dollar General accrued a liability in the amount of $555,171 in connection with his SERP (this amount represents the net periodic benefit cost,
which is the net charge to operating results required by generally accepted accounting principles).
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          Dollar General also provides Mr. Perdue with health, life and disability insurance, as well as other benefits that are available generally to
all salaried employees. In addition, Mr. Perdue was eligible to receive certain other benefits and perquisites provided exclusively to our officers
or to our officers and certain other management-level employees primarily for retention and recruiting purposes. These benefits included
company-paid premiums on supplemental life and disability insurance policies, tax gross-ups on those premiums, company-provided Blackberry
and mobile telephone, a company-paid executive physical, the opportunity for a company-furnished vehicle and for personal use of the Dollar
General airplane (provided Mr. Perdue reimburse Dollar General for that use). Mr. Perdue did not take advantage of the opportunities for the
company-furnished vehicle or the personal use of the Dollar General airplane in 2004.

How are the limitations on deductibility of compensation handled?

          Section 162(m) of the Internal Revenue Code generally disallows a tax deduction to public companies for compensation over $1 million
paid for any fiscal year to each of the persons who were, at the end of the fiscal year, the company�s CEO and the four other most highly
compensated executive officers. Section 162(m) specifically exempts certain performance-based compensation from the deduction limit. Our
policy is generally to design our compensation plans and programs to ensure full deductibility. This committee attempts to balance this policy
with compensation programs designed to motivate management to maximize shareholder value.  If this committee determines that the
shareholders� interests are best served by the implementation of compensation policies that are affected by Section 162(m), our policies do not
restrict this committee from exercising discretion in approving compensation packages even though that flexibility may result in certain
non-deductible compensation expenses.

          The bonuses paid to our CEO and other most highly compensated executive officers in connection with 2004 performance will not be
fully deductible under Section 162(m) to the extent total non-performance based compensation exceeds $1 million because the bonuses were not
granted under a shareholder-approved plan. The Board of Directors is asking the shareholders to approve at the 2005 Annual Meeting of
Shareholders an annual incentive plan to assure full deductibility under Section 162(m) of future bonus awards to the CEO and our other
executive officers granted pursuant to that plan. Our 1998 Stock Incentive Plan, under which we grant stock options to our executive officers,
has been approved by our shareholders and we believe this Plan satisfies the requirements of Section 162(m). However, the inducement option
grant to Mr. Perdue in 2003 outside of our 1998 Stock Incentive Plan does not satisfy the Section 162(m) requirements. In addition, restricted
stock unit and restricted stock awards that vest over time are not considered �performance-based� compensation under Section 162(m), so
compensation realized upon the vesting of restricted stock units and restricted stock awarded to the executive officers covered by Section 162(m)
will not be deductible by Dollar General. Any salary, signing bonuses or other annual compensation paid or imputed to the executive officers
covered by Section 162(m) that causes non-performance-based compensation to exceed the $1 million limit will not be deductible by Dollar
General.

Who has furnished this report?

          This report on executive compensation has been furnished by the members of the Compensation Committee:

� E. Gordon Gee, Chairman
� David L. Beré
� James L. Clayton
� Reginald D. Dickson
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SHAREHOLDER RETURN
PERFORMANCE GRAPH

          As a part of the executive compensation information presented in this proxy statement, the SEC requires us to prepare a performance
graph that compares our cumulative total shareholders� return during the previous five years with a performance indicator of the overall stock
market and our peer group.  For the overall stock market performance indicator, we use the S&P 500 Index.  For the peer group stock market
performance indicator, we use the S&P General Merchandise Stores Index, which is a subgroup of the S&P 500 and includes Dollar General.

01-28-00 01-31-01 02-01-02 01-31-03 01-30-04 01-28-05

Dollar General Corporation 100.00 117.79 101.77 69.20 137.68 125.68
S&P 500 100.00 99.10 83.10 63.97 86.09 91.45
S&P General Merchandise Stores 100.00 104.83 110.48 85.43 118.03 143.89
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REPORT OF THE AUDIT COMMITTEE

          This committee currently is composed of three directors, each of whom has been affirmatively determined by our Board of Directors to
meet the independence and experience requirements of the NYSE. Our Board also has determined that each of James D. Robbins and J. Neal
Purcell, both members of this committee, is an audit committee financial expert (as defined by the Securities and Exchange Commission).

          This committee�s functions are detailed in a written Audit Committee Charter adopted by the Board of Directors in January 2005, which is
attached as Appendix A to this proxy statement and can also be found on the �Investing� portion of Dollar General�s website located at
www.dollargeneral.com. As more fully described in that charter, this committee assists the Board in its oversight of:

� The integrity of Dollar General�s financial statements;

� Dollar General�s compliance with legal and regulatory requirements;

� The qualifications and independence of the independent auditors; and

� The performance of Dollar General�s internal audit function and the independent auditors.
          Management has the primary responsibility for the financial statements and the financial reporting process, including the system of
internal controls. The independent auditors are responsible for auditing those financial statements and expressing an opinion on the conformity
of those financial statements with generally accepted accounting principles, as well as for attesting to management�s report on Dollar General�s
internal control over financial reporting. This committee�s responsibility is to oversee and review the financial reporting process and to review
and discuss management�s report on Dollar General�s internal control over financial reporting.

          This committee has sole authority to retain, compensate, oversee and terminate the independent auditor. This committee also pre-approves
all audit and non-audit services performed by the independent auditor, reviews Dollar General�s annual audited financial statements and
unaudited quarterly financial statements, and reviews reports on internal controls and various matters, such as:

� Critical accounting policies of Dollar General;

� Material written communications between the independent auditor and management;

� The independent auditor�s internal quality-control procedures;

� Significant changes in Dollar General�s selection or application of accounting principles; and

� The effect of regulatory and accounting initiatives on Dollar General�s financial statements.
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          During this last fiscal year, this committee met and held discussions with representatives of Dollar General management, the internal audit
staff and the independent auditors concerning the matters over which this committee has been delegated oversight responsibility. In particular
during 2004, management completed the documentation, testing and evaluation of Dollar General�s system of internal control over financial
reporting as required by Section 404 of the Sarbanes-Oxley Act of 2002 and related regulations. The committee was kept apprised of the
progress of that evaluation and provided oversight and advice to management during the process. At the conclusion of the process, the
committee reviewed and discussed management�s report on the effectiveness of Dollar General�s internal control over financial reporting and the
related independent auditors� report.

          Representatives of management, the internal audit staff, and the independent auditors met with this committee in separate private sessions
at each regularly scheduled meeting. This committee reviewed and discussed with management and the independent auditor the audited financial
statements of Dollar General for the year ended January 28, 2005. This committee also discussed with the independent auditor the matters
required to be discussed by Statement on Auditing Standards No. 61 (Communication with Audit Committees), as amended.

          In addition, this committee received the written disclosures and the letter from the independent auditor required by Independence
Standards Board Standard No. 1 (Independence Discussion with Audit Committees). This committee discussed those disclosures and the
auditor�s independence with the independent auditor and considered whether the provision of non-audit services to the Company is compatible
with the auditor�s independence. This committee has concluded that the independent auditor is independent from Dollar General and its
management.

          Based on this committee�s review and discussions noted above, this committee recommended to the Board that Dollar General�s audited
financial statements be included in the Annual Report on Form 10-K for the fiscal year ended January 28, 2005 for filing with the SEC.

          This report has been furnished by the members of the Audit Committee:

� James D. Robbins, Chairman
� Barbara M. Knuckles
� J. Neal Purcell

40

Edgar Filing: TAKE TWO INTERACTIVE SOFTWARE INC - Form SC 13G/A

40



SECURITY OWNERSHIP

Security Ownership of Certain Beneficial Owners

          The following table shows information for those who, as of March 21, 2005, were known by us to beneficially own more than five percent
of our common stock. Unless otherwise noted, these persons have sole voting and investment power over the shares listed. Percentage
computations are based on 328,503,897 shares of our stock outstanding as of March 21, 2005.

Name and Address of
Beneficial Owner

Amount and Nature of
Beneficial Ownership

Percent of
Class

Cal Turner, Jr.
c/o The Family Office, LLC
138 Second Avenue North, Suite 200
Nashville, TN 37201

18,477,922(1) 5.62%

Barclays Global Investors, NA.
45 Fremont Street
San Francisco, CA 94105

31,179,055(2) 9.49%

(1) Includes 7,028,390 shares held by various trusts and foundations for which Mr. Turner is a co-trustee with James S. Turner; 500,000
shares held by an annuity trust for which Mr. Turner serves as sole trustee; 758,836 shares held by his wife; 21,914 shares held in
retirement plans; 9,345,800 shares held directly; and 822,982 shares issuable upon the exercise of outstanding options currently
exercisable or exercisable within 60 days of March 21, 2005. Mr. Turner has sole voting and investment power over 10,690,696 shares
and shared voting and investment power over 7,787,226 shares of common stock. The shares issuable upon the exercise of outstanding
options described in this note are considered outstanding for the purpose of computing the percentage of outstanding common stock.

(2) Based solely on the Schedule 13G filed by Barclays Global Investors, NA. and what appear to be a number of its affiliates on  February
14, 2005. Item 4 of the Schedule 13G reports total beneficial ownership of 31,179,055 shares, with sole voting power over 27,916,702
shares and sole investment power over 31,179,055 shares. Item 5 of the Schedule 13G reports that the shares are held in trust accounts for
the economic benefit of the beneficiaries of those accounts.

Security Ownership of Officers and Directors

          The following table shows the amount of our common stock beneficially owned, as of March 21, 2005, by all directors and director
nominees, the named executive officers individually, and by all current directors and executive officers as a group. For purposes of this table,
beneficial ownership has been determined in accordance with the provisions of Rule 13d-3 of the Securities Exchange Act of 1934 under which,
in general, a person is deemed to be the beneficial owner of a security if he has or shares the power to vote or direct the voting of the security or
the power to dispose of or direct the disposition of the security, or if he has the right to acquire beneficial ownership of the security within 60
days. Unless otherwise noted, these persons may be contacted at our executive offices, and they have sole voting and investment power with
respect to the shares indicated. Percentage computations are based on 328,503,897 shares of our common stock outstanding as of March 21,
2005.
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Name of Beneficial Owner Shares Beneficially Owned(1) Percent of Class

David L. Beré 29,444(2) *
Dennis C. Bottorff 50,251(2) *
Barbara L. Bowles 13,780(2) *
James L. Clayton 707,123(2)(3) *
Reginald D. Dickson 63,263(2) *
E. Gordon Gee 15,938(2) *
Barbara M. Knuckles 25,428(2)(4) *
David A. Perdue 745,531(2)(5) *
J. Neal Purcell 6,000(6) *
James D. Robbins 14,079(2) *
David M. Wilds 227,731(2) *
David M. Tehle 15,000(5) *
Stonie R. O�Briant 403,406(2)(7) *
Kathleen R. Guion 15,950(2)(8) *
Susan S. Lanigan 34,200(2)(5) *
All directors and executive officers as a group (19 persons) 3,256,521(2)(5)(9) *

* Denotes less than 1% of class.
(1) Does not include phantom stock allocated to the accounts of participants in our Deferred Compensation Plan for Non-Employee

Directors (�DDCP�) or in our CDP/SERP Plan over which the participants exercise no voting or investment power until the underlying
shares of common stock are issued. For a description of the DDCP, please see �Proposal 1�Election of Directors�How are directors
compensated?� For a description of the CDP/SERP Plan, please see �Executive Compensation�CDP/SERP Plan.�

(2) Excludes 4,638 shares underlying vested restricted stock units held by each of the following named holders, but over which the following
named holders have no voting or investment power and which the named holders currently do not have the right to acquire within 60
days of March 21, 2005: Mr. Beré; Mr. Bottorff; Ms. Bowles; Mr. Clayton; Mr. Dickson; Dr. Gee; Ms. Knuckles; Mr. Robbins; and Mr.
Wilds. Includes the following number of shares subject to options either currently exercisable or exercisable by the named holders within
60 days of March 21, 2005: Mr. Bere (9,444); Mr. Bottorff (23,299); Ms. Bowles (12,780); Mr. Clayton (43,106); Mr. Dickson (43,106);
Dr. Gee (15,938); Ms. Knuckles (23,568); Mr. Perdue (666,666); Mr. Robbins (9,345); Mr. Wilds (43,106); Mr. O�Briant (380,554); Ms.
Guion (15,700); Ms. Lanigan (31,500); and all current directors and executive officers as a group (2,006,825). The shares described in
this note as included in the table are considered outstanding for the purpose of computing the percentage of outstanding Dollar General
common stock owned by each named individual and by the group. They are not considered outstanding for the purpose of computing the
percentage ownership of any other person.

(3) Includes 29,765 shares held by a non-profit foundation over which Mr. Clayton shares voting and investment power.
(4) Includes 100 shares held by Ms. Knuckles� son, over which Ms. Knuckles does not exercise voting or investment power.
(5) Includes the following number of unvested restricted shares over which the named holders do not have investment power until the

vesting of those shares: Mr. Perdue (63,092); Mr. Tehle (15,000); Ms. Lanigan (2,000); and all directors and executive officers as a group
(82,092).

(6) Includes 6,000 shares held jointly with Mr. Purcell�s spouse over which Mr. Purcell shares voting and investment power.
(7) Includes 5,087 shares held by Mr. O�Briant�s spouse over which Mr. O�Briant does not exercise voting or investment power, and 11,498

shares held in Dollar General�s 401(k) Plan. For a description of the 401(k) Plan, please see �Executive Compensation�Employee
Retirement Plan.�

(8) Includes 250 shares held jointly with Ms. Guion�s spouse over which Ms. Guion shares voting and investment power.
(9) Includes 30,267 shares held solely by spouses or adult family members of certain of the directors or executive officers over which such

persons do not exercise voting or investment power, 193,581 shares over which certain of the directors or executive officers share voting
and investment power with others, and 21,509 shares held in Dollar General�s 401(k) Plan.
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PROPOSAL 2:
APPROVAL OF ANNUAL INCENTIVE PLAN

What are Shareholders being asked to approve?

          Our Board of Directors is asking you to approve the Dollar General Corporation Annual Incentive Plan so that we can deduct from our
U.S. federal corporate income taxes the full amount of the bonus awards paid under the plan as allowed by Section 162(m) of the Internal
Revenue Code. The disclosure below is a summary only. For a full description, you should read the entire text of the plan which is attached as
Appendix B.

What is Section 162(m)?

          Section 162(m) limits our ability to deduct from our U.S. federal corporate income taxes compensation in excess of $1 million per year
paid to �covered employees� unless the compensation qualifies as �performance-based.�  Compensation cannot qualify as �performance-based� unless
the plan under which it is paid is approved by shareholders. �Covered employees� include our Chief Executive Officer and our other four most
highly-compensated executive officers.

Why should Shareholders approve the plan?

          Any bonuses paid to �covered employees� in accordance with the terms of the Annual Incentive Plan will be fully tax deductible by Dollar
General if this plan is approved at the Annual Meeting and if we comply with certain other requirements set forth in Section 162(m). If this plan
is not approved at the Annual Meeting, then any bonuses paid to our �covered employees� will not qualify as �performance-based� and will count
against the $1 million deductible compensation limit otherwise imposed by Section 162(m).

Who is eligible to participate in the plan?

          The Compensation Committee of our Board of Directors determines who is eligible to participate in the Annual Incentive Plan. Any of our
executive officers or the executive officers of any of our subsidiaries may be selected by the Compensation Committee to participate in the plan.
We currently have 9 executive officers.

How does the plan work?

          The Annual Incentive Plan is designed to attract and retain executives and to motivate those executives to promote the profitability and
growth of Dollar General by means of performance-based annual cash bonuses.

          The plan authorizes the payment of cash bonuses based on our actual performance measured against established business and/or financial
performance measures. Within 90 days of the start of each fiscal year, the Compensation Committee of our Board of Directors determines the
executives who will be participants in the plan and approves the performance measure or measures upon which performance goals will be based,
the performance goal or goals applicable to each chosen
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performance measure, the relative weight of each performance measure if more than one is selected, and each participant�s target bonus
percentage. No participant can receive a bonus under the plan in excess of $2.5 million in any fiscal year. The Compensation Committee can
base performance goals on one or more of the following performance measures: 

� Net earnings or net income (before or after taxes) � Earnings before or after taxes, interest, depreciation, and/or
amortization

� Net sales or revenue growth � Gross or net operating profit
� Return measures (including, but not limited to, return on

assets, capital, invested capital, equity, sales or revenue)
� Cash flow (including, but not limited to, operating cash flow,

free cash flow, and cash flow return on capital)
� Earnings per share � Gross or operating margins
� Productivity ratios � Share price (including, but not limited to, growth measures and

total shareholder return)
� Expense targets � Margins
� Operating efficiency � Customer satisfaction
� Working capital targets � Economic value added
� Volume � Capital expenditures
� Market share � Costs
� Regulatory ratings � Asset quality
� Net worth
� Safety

          No bonus can be paid under the plan unless and until the Compensation Committee certifies in writing that the previously established
performance goal or goals have been satisfied. The Compensation Committee may reduce or eliminate any bonus in its discretion despite
achievement of the performance goals or goals, but the Committee may not increase the amount of bonus payable to a �covered employee.� The
plan allows a participant to elect in writing to defer the payment of his or her award in accordance with the terms of our CDP/SERP Plan as it
exists from time to time. For a description of the CDP/SERP Plan, please see �Executive Compensation�CDP/SERP Plan.� The plan does not limit
our ability to make payments or awards to employees (including executive officers) under any other plan or arrangement.

          In recent years, the Compensation Committee has selected net income as the sole performance measure upon which to base the
performance goals in connection with the annual bonus program. The Compensation Committee has again selected net income as the sole
performance measure for 2005 and net income will be the sole performance measure under the plan for 2005 if the plan is approved at the
Annual Meeting. In addition, the Compensation Committee has determined that no executive officer is eligible to receive a bonus under the plan
in 2005 unless that officer receives a satisfactory or better performance rating when evaluated against his or her individual performance goals.
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What are the Federal income tax consequences of payments under the plan?

          Payments made under the plan will be taxable to the recipients when paid.  If a participant properly elects to defer a portion of the bonus
award to our CDP/SERP Plan, or any successor plan, the participant will generally be entitled to defer the recognition of income.  As described
above, we intend payments under the plan to qualify as �performance-based� compensation under Section 162(m).  As a result, we will generally
be entitled to a Federal income tax deduction corresponding to the amount of income recognized by the participant.  Effective generally January
1, 2005, plans that are not tax-qualified under which compensation may be deferred must comply with Section 409A of the Internal Revenue
Code (as added by The American Jobs Creation Act of 2004).  Section 409A  provides specific rules for deferral elections, distributions and
funding mechanisms under non-qualified deferred compensation plans. Failure to comply would result in significant penalties and interest for
the individual but would not impact our tax deduction for deferred compensation.

Who administers the plan?

          The Compensation Committee of our Board of Directors administers the Annual Incentive Plan. The Compensation Committee has full
authority to interpret the plan, to establish rules and regulations relating to the plan�s operation, to select the plan�s participants, to determine
amounts of awards under the plan and to make all other determinations with respect to the plan. The Compensation Committee may terminate or
amend the plan at any time. However, any amendment that would require shareholder approval pursuant to Section 162(m), the NYSE listing
rules, or any other applicable law, rule or regulation will not be effective without shareholder approval (for example, an amendment to change
the approved performance measures or to increase the maximum bonus that may be awarded to an individual participant in any given year).

What kind of benefits will be paid under the plan?

           The amount that would be paid in the future or would have been paid for the last completed fiscal year to any particular person or group
under the plan is not currently determinable.  Information regarding our recent practices with respect to annual incentive awards under the
current  programs is  presented  in the �Summary  Compensation  Table�. 

When is the plan effective?

          The Annual Incentive Plan is effective as of March 16, 2005, subject to shareholder approval at the Annual Meeting.

What does the Board recommend?

          Our Board of Directors unanimously recommends that shareholders vote FOR approval and adoption of the Annual Incentive Plan.
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Equity Compensation Plan Table

          The following table sets forth information about securities authorized for issuance under our equity compensation plans (including
individual compensation arrangements) as of January 28, 2005:

Plan category

Number of
securities to be

issued upon exercise
of outstanding

options, warrants
and rights

(a)

Weighted-average
exercise price of

outstanding
options,

warrants and
rights

(b)

Number of securities remaining
available for future issuance
under equity compensation

plans
(excluding securities reflected

in
column (a))

(c)

Equity compensation plans approved by security holders(1) 22,183,881 $ 17.53 8,311,251
Equity compensation plans not approved by security holders
(2)(3) 675,470 $ 12.68 0

Total(1)(2) 22,859,351 $ 17.42 8,311,251

(1) Column (a) represents shares issuable upon exercise of outstanding option and restricted stock unit grants under the 1998 Stock Incentive
Plan (as Amended and Restated effective June 2, 2003, as Modified through August 26, 2003), 1995 Employee Stock Incentive Plan,
1993 Employee Stock Incentive Plan, 1989 Employee Stock Incentive Plan, and 1995 Outside Directors Stock Option Plan.  Restricted
stock units are settled for shares of Dollar General common stock on a one-for-one basis.  Accordingly, those units have been excluded
for purposes of computing the weighted-average exercise price in column (b). Column (c) consists of 8,311,251 shares reserved for
issuance pursuant to the 1998 Stock Incentive Plan (up to 3,763,451 of which remain available for issuance in the form of restricted stock
or restricted stock units).

(2) Column (a) represents shares issuable upon exercise of an outstanding option grant pursuant to the Employment Agreement, effective as
of April 2, 2003, by and between the Company and David A. Perdue, the Company�s Chairman and Chief Executive Officer, as well as
shares of phantom stock allocated to an employee�s or a director�s account under the CDP/SERP Plan and the Directors� Deferred
Compensation Plan (the �Deferred Plans�). The number of shares of phantom stock allocated under the Deferred Plans for each deferral is
based on the fair market value of Dollar General common stock on the date on which the shares are allocated to the accounts.  The shares
of phantom stock are deemed to earn any dividends declared on Dollar General common stock, and additional shares of phantom stock
are allocated on the dividend payment date based on the stock�s fair market value. Neither Mr. Perdue�s Employment Agreement nor any
of the Deferred Plans have been approved by our shareholders. The number of securities remaining available for issuance under the
Deferred Plans at January 28, 2005 is not determinable, since those Plans do not authorize a maximum number of securities, and is not,
accordingly, included in column (c).  Shares of phantom stock are settled for shares of Dollar General common stock on a one-for-one
basis.  Accordingly, those shares have been excluded for purposes of computing the weighted-average exercise price in column (b).

(3) As a material inducement to Mr. Perdue�s employment, we granted to Mr. Perdue 78,865 shares of restricted stock and an option to
purchase 500,000 shares of common stock at $12.68 per share. These grants were not made pursuant to the 1998 Stock Incentive Plan.
These grants, along with an option to purchase 500,000 shares of common stock at $12.68 per share that was made under the 1998 Stock
Incentive Plan, were made in accordance with the terms of Mr. Perdue�s employment agreement with us.  Column (a) does not include
shares issuable upon exercise of the outstanding option grant contemplated by Mr. Perdue�s employment agreement, but made under the
1998 Stock Incentive Plan. Those shares are included in �Equity compensation plans approved by security holders.� For a description of
Mr. Perdue�s employment agreement, as well as information regarding the vesting and termination provisions of the option, please see
�Executive Compensation�Agreements with Named Executive Officers.� For a description of the material features of the Deferred Plans,
please see �Proposal I: Election of Directors�How are directors compensated?� and �Executive Compensation�CDP/SERP Plan.�
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PROPOSAL 3:
RATIFICATION OF APPOINTMENT OF AUDITORS

Who has the Audit Committee selected as our independent auditors?

          The Audit Committee of our Board of Directors has selected Ernst & Young LLP as our independent auditors for the 2005 fiscal year. 

How long has Ernst & Young LLP served as our independent auditors?

          Ernst & Young LLP has served as our independent auditors since October 2001.

Will representatives of Ernst & Young LLP attend the annual meeting?

          Representatives of Ernst & Young LLP have been requested to attend the annual meeting.  These representatives will have the opportunity
to make a statement if they so desire and are expected to be available to respond to appropriate questions.

What does the Board of Directors recommend?

          Our Board recommends that you vote FOR the ratification of Ernst & Young LLP as our independent auditors for the 2005 fiscal year. If
the shareholders do not ratify this appointment, our Audit Committee will re-evaluate the appointment of Ernst & Young LLP.

FEES PAID TO AUDITORS

What fees were paid to the auditors in 2004 and 2003?

          The following table sets forth certain fees billed to us by Ernst & Young LLP in connection with various services provided to us
throughout fiscal years 2004 and 2003:

Service
2004 Aggregate Fees Billed

($)
2003 Aggregate Fees Billed

($)

Audit Fees 2,874,480 1,810,000
Audit-Related Fees �  �  
Tax Fees(1) 258,082 467,500
All Other Fees(2) 6,000 3,824

(1) Both 2004 and 2003 fees include fees relating to a LIFO tax calculation and tax advisory services related to inventory, as well as
international, federal, state and local tax advice.

(2) 2004 and 2003 fees include a subscription fee to the auditor�s on-line accounting research tool.
47

Edgar Filing: TAKE TWO INTERACTIVE SOFTWARE INC - Form SC 13G/A

47



How does the Audit Committee pre-approve services provided by the auditors?

          The Audit Committee Charter requires that the Audit Committee pre-approve all audit and permissible non-audit services provided by our
independent auditors. Where feasible, the committee considers and, when appropriate, pre-approves such services at regularly scheduled
meetings after disclosure by management and the independent auditors of the nature of the services to be performed, the estimated fees (when
available), and their opinion that the service will not impair the auditors� independence. The committee also has authorized its Chairman to
consider and, when appropriate, pre-approve audit and permissible non-audit services in situations where pre-approval is necessary prior to the
next regularly scheduled meeting of the committee. The Chairman must report to the committee at its next meeting with respect to all services so
pre-approved by him since the last committee meeting.

SHAREHOLDER PROPOSALS
FOR 2006 ANNUAL MEETING

          To be considered for inclusion in our proxy materials relating to the 2006 annual meeting of shareholders, proposals must be submitted by
eligible shareholders who have complied with the relevant regulations of the SEC and our Bylaws and must be received no later than December
23, 2005. In addition, if we are not notified of a shareholder proposal by December 23, 2005, then the proxies held by our management may
provide the discretion to vote against such shareholder proposal, even though the proposal is not discussed in our proxy materials sent in
connection with the 2006 annual meeting of shareholders. If you would like to introduce other new business at the 2006 annual meeting, you
must provide written notice to us no later than December 23, 2005 and comply with the advance notice provisions of our Bylaws. Shareholder
proposals should be mailed to Corporate Secretary, Dollar General Corporation, 100 Mission Ridge, Goodlettsville, Tennessee 37072.  As
provided in our Bylaws, shareholder proposals submitted outside of the process described in Rule 14a-8 of the Securities Exchange Act of 1934,
as amended, will not be considered at any annual meeting of shareholders.

OTHER INFORMATION

          In accordance with notices previously sent to many shareholders who hold their shares through a bank, broker or other holder of record (a
�Street-Name Shareholder�) and share a single address, only one Annual Report and proxy statement is being delivered to the address unless
contrary instructions from any shareholder at the address were received.  This practice, known as �householding,� is intended to reduce printing
and postage costs.  However, any such Street-Name Shareholder residing at the same address who wishes to receive a separate copy of this
proxy statement or the accompanying Annual Report may request a copy by contacting the bank, broker or other holder of record, or us by
telephone at: (615) 855-4000, or by mail to: Dollar General Corporation, 100 Mission Ridge, Goodlettsville, Tennessee 37072, Attention:
Investor Relations.  The voting instruction sent to a Street-Name Shareholder should provide information on how to request (1) householding of
future Dollar General materials or (2) separate materials if only one set of documents is being sent to a household.  If it does not, a shareholder
who would like to make one of these requests should contact us as indicated above.
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          A copy of our Annual Report to Shareholders for 2004 is being mailed to each shareholder with this proxy statement.  A copy of our
Annual Report on Form 10-K for the fiscal year ended January 28, 2005 and a list of all its exhibits will be supplied without charge to
any shareholder upon written request sent to our principal executive offices: Dollar General Corporation, Attention:  Investor
Relations, 100 Mission Ridge, Goodlettsville, Tennessee 37072. Exhibits to the Form 10-K are available for a reasonable fee. You may
also view our Form 10-K and its exhibits on-line at the SEC website at www.sec.gov or via our web site at www.dollargeneral.com under
�Investing�.

          Our Board provides a process for shareholders to send communications to the Board. In sum, any shareholder desiring to communicate to
our Presiding Director or to our non-management directors as a group may do so by sending a letter to: Presiding Director, Dollar General
Corporation, c/o General Counsel, 100 Mission Ridge, Goodlettsville, TN 37072. All communications, although initially reviewed by our legal
department, will be forwarded to our Presiding Director on at least a quarterly basis. Your communication will be treated confidentially, subject
to applicable law, regulation or legal proceedings, if so marked on the envelope or in the communication itself. Concerns communicated to the
Board will be addressed through our regular procedures for addressing such matters. Depending upon the nature of the concern, it may be
referred to our internal audit, legal, finance or other appropriate department. The Presiding Director may direct that certain matters be presented
to the full Board or any applicable Board committee and may direct special treatment, including the retention of outside advisors or counsel. We
intend to disclose any changes to this shareholder communication process on the Investing portion of our web site located at
www.dollargeneral.com.
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Appendix A

DOLLAR GENERAL CORPORATION

AUDIT COMMITTEE CHARTER
(As Adopted by the Board of Directors on January 18, 2005)

I.        Membership

          The Audit Committee (the �Committee�) shall consist of at least three directors. All Committee members shall be Independent Directors (as
defined in the Company�s Corporate Governance Principles), shall otherwise meet the membership qualification requirements contained in the
Company�s Corporate Governance Principles, and shall be financially literate or become financially literate within a reasonable period of time
after appointment to the Committee. For this purpose, �financially literate� is interpreted by the Board in its business judgment to mean the ability
to read and understand fundamental financial statements, including the Company�s balance sheet, income statement, and cash flow statement. In
addition, at least one Committee member must be an �audit committee financial expert� (as defined by the rules of the Securities Exchange Act of
1934). Committee members shall be appointed annually by the Board and may be removed by the Board at any time.

          At least one Committee member shall have accounting or related financial management expertise. For this purpose, �accounting or related
financial management expertise� is interpreted by the Board in its business judgment to include, without limitation, experience as a certified
public accountant, chief executive officer, chief financial officer, controller, or other senior officer with financial reporting oversight
responsibilities. In addition, a member designated as an audit committee financial expert may be presumed to have accounting or related
financial management expertise.

          Committee members may not serve on more than two other public company audit committees unless the Board determines in advance that
the ability of the director to serve effectively on the Company�s Audit Committee would not be impaired. If the Board determines that a director
can serve effectively on more than two other public company audit committees, the Board will disclose a specific explanation of its
determination in the annual proxy statement.

II.      Purpose

          The Committee�s primary purposes are to:

� Assist Board oversight of (1) the integrity of the Company�s financial statements; (2) the Company�s compliance with legal and
regulatory requirements; (3) the independent auditor�s qualifications and independence; and (4) the performance of the Company�s
internal audit function and independent auditors.

� Prepare the report required by the Securities and Exchange Commission for inclusion in the annual proxy statement.
          The Committee is not responsible for the planning or conduct of audits or for any determination that the Company�s financial statements
and disclosures are complete and accurate or
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are in accordance with generally accepted accounting principles (�GAAP�). This is the responsibility of the Company�s management and
independent auditors. It also is not the Committee�s responsibility to conduct investigations or to assure compliance with laws and regulations
and the Company�s Code of Business Conduct and Ethics.

III.    Structure and Operations

          Unless the Board appoints a Chairman, the Committee members may designate a Chairman by a majority vote of the full Committee
membership. The Committee shall meet at such times as it determines to be necessary or appropriate, but not less than four times each year, and
shall report to the Board at the next Board meeting following each such Committee meeting. A majority of the Committee members shall
constitute a quorum for the conduct of business at Committee meetings. The affirmative vote of a majority of the Committee members
participating in any Committee meeting is necessary for the adoption of any resolution. The Committee may invite the Chairman of the Board,
members of management, independent auditors or others to attend all or a portion of the Committee meetings. The Committee shall have the
opportunity at each regularly scheduled meeting to meet in executive session without the presence of management. In addition, the Committee
shall meet each quarter with management (i.e., the CEO, CFO, President or other senior officers), with the General Counsel, with the internal
audit director and with the independent auditors in separate executive sessions to discuss any matters that the Committee or each of these
persons or groups believe should be discussed privately. The Committee may delegate any of its responsibilities to one or more subcommittees
as the Committee may deem appropriate to the extent allowed by applicable law and the New York Stock Exchange.

IV.     Authority and Resources

          The Committee is directly responsible for the appointment (subject, if applicable, to shareholder ratification), compensation, retention and
oversight of any independent auditing firm engaged for the purpose of preparing or issuing an audit report or performing other audit, review or
attest services for the Company, and the independent auditing firm must report directly to the Committee. The Committee also shall have the
authority to engage outside legal, accounting or other advisors as the Committee determines to be necessary or advisable in connection with the
discharge of its responsibilities hereunder. The Company shall pay to any independent auditing firm or outside legal or other advisor retained by
the Committee such compensation, including without limitation usual and customary expenses and charges, as shall be determined by the
Committee. The Company also shall pay such ordinary administrative expenses of the Committee that are necessary or appropriate in carrying
out its duties as shall be determined by the Committee.

V.       Responsibilities

          The responsibilities of the Committee shall include the following, along with any other matters as the Board may delegate to the
Committee from time to time:

Independent Auditors

          1.          Select, determine the compensation of, and oversee the Company�s independent auditors. As part of its oversight function, the
Committee shall resolve any disagreements between management and the independent auditors regarding financial reporting. The Committee
also shall propose and approve the discharge of the independent auditors when circumstances warrant.
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          2.          Pre-approve all audit engagement fees and terms, as well as all audit and permitted non-audit services to be performed for the
Company by the independent auditors. The Committee must consider whether the provision of permitted non-audit services by the independent
auditors is compatible with maintaining the auditor�s independence, and shall solicit the input of management and the independent auditors on
that issue. The Committee may delegate to one or more of its members the authority to pre-approve such services; provided, however, that all
services pre-approved by such Committee member must be disclosed to the full Committee at each of its scheduled meetings.

          3.          At least annually, obtain and review a report by the independent auditors describing (a) the audit firm�s internal quality-control
procedures, (b) any material issues raised by the most recent internal quality-control review, or peer review, of the audit firm, or by any inquiry
or investigation by governmental or professional authorities, within the last five years, respecting one or more independent audits carried out by
the audit firm, and any steps taken to address any such issues, and (c) all relationships between the audit firm and the Company.

          4.          After reviewing the independent auditors� report referred to in #3 above, annually review the qualifications, performance and
independence of the independent auditors, including a review and evaluation of the lead partner on the audit, taking into account the opinions of
management and the Company�s internal auditors. As part of this independence review, the Committee should ensure the rotation of the lead,
concurring and other audit partners as required by law. The Committee also should periodically consider whether, in order to ensure continuing
auditor independence, there should be regular rotation of the independent auditing firm. 

          5.          At least annually, discuss with the independent auditors, out of the presence of management if deemed appropriate:

� The overall scope, planning and staffing of the annual audit.

� The matters required to be discussed by Statement on Auditing Standards No. 61, as amended, relating to the conduct of
the audit.

� Any audit problems or difficulties, and management�s response, including a discussion regarding: (a) any restrictions on
the scope of the independent auditor�s activities or on access to requested information, (b) any significant disagreements
with management, (c) any accounting adjustments that were noted or proposed by the independent auditors but were
�passed� (as immaterial or otherwise), (d) any communications between the independent audit team and the independent
auditor�s national office respecting auditing or accounting issues presented by the engagement, (e) any �management� or
�internal control� letter issued, or proposed to be issued, by the independent auditors to the Company, and (f) the
responsibilities, budget and staffing of the Company�s internal audit function.

          6.          Set clear hiring policies for current and former employees of the independent auditors.
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Financial Statements and Disclosures

          7.          Review and discuss with management and the independent auditors:

� The Company�s annual audited financial statements and quarterly unaudited financial statements. This review must be
conducted at a meeting (whether in person, telephonic or otherwise) and must include a review of the Company�s specific
disclosures under MD&A. The Committee shall recommend to the Board whether the annual audited financial statements
should be included in the Company�s Form 10-K.

� The independent auditors� report mandated by Section 10A of the Securities Exchange Act of 1934 regarding: (a) illegal
acts, (b) related party transactions, (c) critical accounting policies and practices, (d) alternative treatments of financial
information within GAAP that have been discussed with management, along with the ramifications of the use of such
alternative disclosures and treatments and the treatment preferred by the independent auditors, and (e) other material
written communications between the independent auditors and management, such as any management letter or schedule
of unadjusted differences.

� Major issues regarding accounting principles and financial statement presentations, including any significant changes in
the Company�s selection or application of accounting principles, and major issues as to the adequacy and effectiveness of
the Company�s internal controls and any special audit steps adopted in light of material control deficiencies.

� Analyses prepared by management and/or the independent auditors setting forth significant financial reporting issues and
judgments made in connection with the preparation of financial statements, including analyses of the effects of alternative
GAAP methods on the financial statements.

� The effect of regulatory and accounting initiatives, as well as off-balance sheet structures, on the financial statements of
the Company.

          8.          Consider and approve, if appropriate, major changes to the Company�s auditing and accounting principles and practices as
suggested by the independent accountants, management, or the internal auditing department.

          9.          Review and discuss with management, internal audit and the independent auditors management�s internal control report prepared
in accordance with SEC rules promulgated pursuant to Section 404 of the Sarbanes-Oxley Act.

          10.        Discuss the Company�s earnings press releases (particularly, the use of �pro forma� or �adjusted� non-GAAP information), as well as
financial information and earnings guidance provided to analysts and rating agencies. This discussion may be general (i.e., in terms of the types
of information to be disclosed and the type of presentation to be made).

          11.        Discuss the Company�s policies governing the process by which risk assessment and risk management is undertaken. The
Committee should discuss the Company�s major financial risk exposures and the steps management has taken to monitor and control such
exposures.
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          12.        Review disclosures made by the CEO and CFO regarding any significant deficiencies or material weaknesses in the design or
operation of the Company�s internal control over financial reporting that are reasonably likely to adversely affect the Company�s ability to record,
process, summarize and report financial information, and any fraud that involves management or other employees that have a significant role in
the Company�s internal control over financial reporting.

Internal Auditors

          13.        Review internal audit department activities, organizational structure and staff qualifications.

          14.        Approve internal audit department projects and annual budget.

          15.        Review with the internal audit department the status and results (including remedial actions) of audit projects.

          16.        Review all significant reports to management prepared by the internal audit department, and management�s responses.

Ethical and Legal Compliance

          17.        Establish procedures for (a) the receipt, retention and treatment of complaints received by the Company regarding accounting,
internal accounting controls or auditing matters, and (b) the confidential, anonymous submission by Company employees of concerns regarding
questionable accounting or auditing matters.

          18.        Oversee such portions of the Code of Business Conduct and Ethics as the Board of Directors may designate from time to time.

          19.        Review, with the Company�s General Counsel, legal matters that could have a significant impact on the Company�s quarterly or
annual financial statements.

Other Responsibilities

          20.        Review and reassess the adequacy of this Charter at least annually and recommend to the Board any changes deemed appropriate.

          21.        Conduct an annual evaluation of the performance and effectiveness of the Committee and report the results of the evaluation to the
Board.

          22.        Prepare the report required by the rules of the SEC to be included with the Company�s annual proxy statement.

          23.        Report regularly to the Board regarding, among others, issues that arise with respect to (a) the quality or integrity of the Company�s
financial statements, (b) the Company�s compliance with legal or regulatory requirements, (c) the performance and independence of the
Company�s independent auditors, and (d) the performance of the internal audit function.
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Appendix B

DOLLAR GENERAL CORPORATION
ANNUAL INCENTIVE PLAN

SECTION 1
PURPOSE

          The purpose of the Dollar General Corporation Annual Incentive Plan is to permit Dollar General Corporation (the �Company�), through
awards of annual incentive compensation that satisfy the requirements for performance-based compensation under Section 162(m) of the
Internal Revenue Code, to attract and retain executives and to motivate these executives to promote the profitability and growth of the Company.

SECTION 2
DEFINITIONS

          �Award� shall mean the amount granted to a Participant by the Committee for a Performance Period.

          �Board� shall mean the Board of Directors of the Company, or the successor thereto.

          �Code� shall mean the Internal Revenue Code of 1986, as amended.

          �Committee� shall mean the Compensation Committee of the Board or any subcommittee thereof which meets the requirements of
Section 162(m)(4)(C) of the Code.

          �Exchange Act� shall mean the Securities Exchange Act of 1934, as amended.

          �Executive� shall mean any �covered employee� (as defined in Section 162(m) of the Code) and, in the discretion of the Committee, any
other executive officer of the Company or its Subsidiaries.

          �Participant� shall mean, for each Performance Period, each Executive who has been selected by the Committee to participate in the
Plan.

          �Performance Period� shall mean the Company�s fiscal year or any other period designated by the Committee with respect to which an
Award may be granted. Performance Periods may not overlap.

          �Plan� shall mean this Dollar General Corporation Annual Incentive Plan, as amended from time to time.

          �Qualified Performance-Based Award� means an Award that is intended to qualify for the Section 162(m) Exemption and is made subject to
performance goals based on Qualified Performance Measures.
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          �Qualified Performance Measures� means one or more of the performance measures listed below upon which performance goals for certain
Qualified Performance-Based Awards may be established from time to time by the Committee within the time period prescribed by Section
162(m) of the Code:

(a) Net earnings or net income (before or after taxes);
(b) Earnings per share;
(c) Net sales or revenue growth;
(d) Gross or net operating profit;
(e) Return measures (including, but not limited to, return on assets, capital, invested capital, equity, sales, or revenue);
(f) Cash flow (including, but not limited to, operating cash flow, free cash flow, and cash flow return on capital);
(g) Earnings before or after taxes, interest, depreciation, and/or amortization;
(h) Gross or operating margins;
(i) Productivity ratios;
(j) Share price (including, but not limited to, growth measures and total shareholder return);
(k) Expense targets;
(l) Margins;
(m) Operating efficiency;
(n) Customer satisfaction;
(o) Working capital targets;
(p) Economic Value Added;
(q) Volume;
(r) Capital expenditures;
(s) Market share;
(t) Costs;
(u) Regulatory ratings;
(v) Asset quality;
(w) Net worth; and
(x) Safety

          �Section 162(m) Cash Maximum� means $2,500,000.

          �Section 162(m) Exemption� means the exemption from the limitation on deductibility imposed by Section 162(m) of the Code that is set
forth in Section 162(m)(4)(C) of the Code or any successor provision thereto.

SECTION 3
ADMINISTRATION

          The Plan shall be administered by the Committee, which shall have full authority to interpret the Plan, to establish rules and regulations
relating to the operation of the Plan, to select Participants, to determine the maximum Awards and the amounts of any Awards and to make all
determinations and take all other actions necessary or appropriate for the proper administration of the Plan. The Committee�s interpretation of the
Plan, and all actions taken within the scope of its authority, shall be final and binding on the Company, its shareholders and Participants,
Executives, former Executives and their respective successors and assigns. No member of the Committee shall be eligible to participate in the
Plan.
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SECTION 4
DETERMINATION OF AWARDS

          (a)          Prior to the beginning of each Performance Period, or at such later time as may be permitted by applicable provisions of the Code
(which, in the case of any Qualified Performance-Based Award, currently is not later than the earlier of (i) 90 days after the beginning of the
period of service to which the performance goal(s) relate or (ii) the first 25% of the period of service), the Committee shall establish: (1) the
Executives or class of Executives who will be Participants in the Plan; (2) for each Participant a maximum Award, which shall be less than the
Section 162(m) Cash Maximum; and (3) the performance goal(s) and Qualified Performance Measure(s) applicable to, and the method for
computing the amount payable upon achievement of such performance goal(s) in connection with, any Qualified Performance-Based Award.

          (b)          Following the end of each Performance Period, and before any payments are made under the Plan, the Committee shall certify in
writing the satisfaction of the performance goal(s) for any Qualified Performance Measure(s) applicable to any Qualified Performance-Based
Award.

          (c)          The Committee may reduce or eliminate the Award granted to any Participant based on factors determined by the Committee,
including but not limited to, performance against budgeted financial goals and the Participant�s personal performance, provided, however, that
any such reduction or elimination shall not operate to increase a Qualified Performance-Based Award, or amount payable thereunder, to any
Participant who is Executive.  The Committee may not increase a Qualified Performance-Based Award, or amount payable thereunder, granted
to a Participant who is an Executive. 

SECTION 5
PAYMENT OF AWARDS

          Each Participant shall be eligible to receive, as soon as practicable after the amount of such Participant�s Award for a Performance Period
has been determined, payment of the Award in cash.  Payment of the award may be deferred in accordance with a written election by the
Participant in accordance with the terms of the Company�s CDP/SERP Plan, as such Plan may be amended and/or restated from time to time.

SECTION 6
AMENDMENTS

          The Committee may amend the Plan at any time and from time to time, provided that no such amendment that would require the consent
of the shareholders of the Company pursuant to Section 162(m) of the Code, NYSE listing rules or the Exchange Act, or any other applicable
law, rule or regulation, shall be effective without such consent. No amendment which adversely affects a Participant�s rights to, or interest in, an
Award granted prior to the date of the amendment shall be effective unless the Participant shall have agreed thereto in writing.
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SECTION 7
TERMINATION

          The Committee may terminate this Plan at any time but in no event shall the termination of the Plan adversely affect the rights of any
Participant to a previously granted Award without such Participant�s written consent.

SECTION 8
OTHER PROVISIONS

          (a)          No Executive or other person shall have any claim or right to be granted an Award under this Plan until such Award is actually
granted. Neither the establishment of this Plan, nor any action taken hereunder, shall be construed as giving any Executive any right to be
retained in the employ of the Company. Nothing contained in this Plan shall limit the ability of the Company to make payments or awards to
Executives under any other plan, agreement or arrangement.

          (b)          The rights and benefits of a Participant hereunder are personal to the Participant and, except for payments made following a
Participant�s death, shall not be subject to any voluntary or involuntary alienation, assignment, pledge, transfer, encumbrance, attachment,
garnishment or other disposition.

          (c)          Awards under this Plan shall not constitute compensation for the purpose of determining participation or benefits under any other
plan of the Company unless specifically included as compensation in such plan.

          (d)          The Company shall have the right to deduct from Awards any taxes or other amounts required to be withheld by law.

          (e)          All questions pertaining to the construction, regulation, validity and effect of the provisions of the Plan shall be determined in
accordance with the laws of the State of Tennessee without regard to principles of conflict of laws.

          (f)          No member of the Committee or the Board, and no officer, employee or agent of the Company shall be liable for any act or action
hereunder, whether of commission or omission, taken by any other member, or by any officer, agent, or employee, or, except in circumstances
involving bad faith, for anything done or omitted to be done in the administration of the Plan.

SECTION 9
EFFECTIVE DATE

          The Plan shall be effective as of March 16, 2005, subject to approval by the shareholders of the Company in accordance with
Section 162(m) of the Code.
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DOLLAR GENERAL CORPORATION
100 MISSION RIDGE
GOODLETTSVILLE, TN 37072

VOTE BY INTERNET - www.proxyvote.com
Use the Internet to transmit your voting instructions and for electronic
delivery of information up until 11:59 P.M. Eastern Daylight Time on
May 23, 2005. Have your proxy card in hand when you access the web
site and follow the instructions to obtain your records and to create an
electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE SHAREHOLDER
COMMUNICATIONS
If you would like to reduce the costs incurred by Dollar General
Corporation in mailing proxy materials, you can consent to receive all
future proxy statements, proxy cards and annual reports electronically
via e-mail or the Internet. To sign up for electronic delivery, please
follow the instructions above to vote the shares using the Internet and,
when prompted, indicate that you agree to receive or access shareholder
communications electronically in future years.

VOTE BY PHONE - 1-800-690-6903
Use any touch-tone telephone to transmit your voting instructions up
until 11:59 P.M. Eastern Daylight Time on May 23, 2005. Have your
proxy card in hand when you call and then follow the instructions.

VOTE BY MAIL
Mark, sign and date your proxy card and return it in the postage-paid
envelope we have provided or return it to Dollar General Corporation,
c/o ADP, 51 Mercedes Way, Edgewood, NY 11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS: DOLLAR KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

DOLLAR GENERAL CORPORATION

THE DIRECTORS RECOMMEND
A VOTE �FOR� ITEMS 1, 2 AND 3.

Proposal 1 - Election of Directors For
All

Withhold
For All

For All
Except

To withhold authority to vote, mark
�For All Except� and write the nominee�s
number on the line below.To elect eleven directors to serve until the next annual meeting

and until their successors are elected and qualified:

01) David L. Beré
07) Barbara M.
Knuckles o o o

02) Dennis C. Bottorff 08) David A. Perdue
03) Barbara L. Bowles 09) J. Neal Purcell
04) James L. Clayton 10) James D. Robbins
05) Reginald D.
Dickson

11) David M. Wilds

06) E. Gordon Gee

For Against Abstain

Proposal 2 - Approval of Annual Incentive Plan to assure full tax deductibility of awards in connection with Internal Revenue
Code Section 162(m) o o o

Proposal 3 - Ratification of the appointment of Ernst & Young LLP as independent auditors o o o

For comments, please check this box and write
them on the back where indicated

o
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Please indicate if you plan to attend this meeting o o

Yes No

Signature [PLEASE SIGN WITHIN BOX] Date Signature (Joint Owners) Date
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Whether or not you expect to be physically present at the annual meeting, please vote your proxy as soon as possible.  You
may vote your proxy electronically or by phone according to the instructions on the enclosed card, or sign, date and return
the enclosed printed proxy card in the enclosed business reply envelope.  No postage is necessary if the proxy is mailed
within the United States.  You may revoke the proxy at any time before it is voted.

DOLLAR GENERAL CORPORATION

Proxy Solicited by and on behalf of the Board of Directors for the
Annual Meeting of Shareholders to be held on May 24, 2005

The undersigned shareholder of Dollar General Corporation, a Tennessee corporation (the �Company�), hereby acknowledges
receipt of the notice of annual meeting of shareholders and proxy statement dated April 22, 2005, and hereby appoints Susan S.
Lanigan and Christine L. Connolly, or either of them, proxies and attorneys-in-fact, with full power to each of substitution, on
behalf and in the name of the undersigned, to represent the undersigned at the annual meeting of shareholders of the Company to
be held on May 24, 2005, at 10:00 A.M., Central Daylight Time, in the Goodlettsville City Hall Auditorium, located at 105 South
Main Street, Goodlettsville, Tennessee, and at any adjournment(s) thereof, and to vote all shares of common stock which the
undersigned would be entitled to vote, if then and there personally present, on the matters set forth on the reverse side of this
proxy card.  The shares will be voted in accordance with your instructions. If no choice is specified, shares will be voted �FOR�
election of all director nominees, �FOR� approval of the Annual Incentive Plan, and �FOR� the ratification of the appointment
of the independent auditors.

Comments:
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(If you noted any Comments above, please mark corresponding box on the reverse side.)

IMPORTANT � This Proxy is continued and must be signed and dated on the reverse side.
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