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FORWARD LOOKING STATEMENTS. The Company has made in this Report, and from time to time may otherwise make, forward
looking statements regarding the Company's operations, economic performance, and financial condition. These statementsare
recognizable by theincorporation of wordssuch as "believe," "anticipate" and "expect." Such forward looking statements are subject
to various risks and uncertainties, as discussed throughout this Report, and as summarized in "Management's Discussion and Analysis
of Financia Condition and Results of Operation--Forward Looking Statements®

PART I
ITEM 1. BUSINESS

GENERAL: Dollar Tree Stores, Inc. ("Dollar Tree" or the "Company") is the leading operator of discount variety storesoffering
merchandise at the $1.00 price point. As of December 31, 1996, the Company operated 737 stores in both strip centers and mallsin 26
dtates in the Southeastern, Midwestern, Mid- Atlantic, Southcentral and Northeastern United States. The Company's stores, which are
designed to be the modern day equivalent of the traditional variety store, offer awide assortment of quality everyday general
merchandise in many traditional variety store categories, including housewares, seasona goods, food, toys, health and beauty aids,
party goods, stationery, hardware, gifts, books, and other consumer items. Virtually all items are sold for $1.00 or less, with the
exception of asmall number of value items sold in afew select stores.

The Company was incorporated under the lawsof Virginiain 1986 as Only One Dallar, Inc. and changed its name to Dollar Tree
Stores, Inc. in 1993. In 1991, the executive officers of the Company effected a number of strategic changes, including (i) shifting the
Company'smerchandising focus away from closeout merchandisetowards its current emphasis on providing selection and valuein
traditional variety store categories, (ii) focusingits expansion strategy on strip center locations, (iii) accelerating the Company's
expansion program and

(iv) improving the depth of the management team and breadth of operationa controls. The Company began trading onthe NASDAQ
Stock Market under thesymbol DLTR in March 1995. In January 1996, the Company acquired all of the outstanding common stock of
Dallar Bills, Inc., which operated 136 discount variety stores similar to Dollar Tree under the name of "Dollar Bill$", aswell asa
distribution center and wholesale division inthe Chicago, Illinais, area.

The Company's strategy isto continueto expand the existing store base by concentrating on strip-center locations anchored by strong
mass merchandisers such asWalMart, Kmart and Target, and selected mall-based locations. In addition, the Company will remain
focused on the followingkey businessinitiatives: (i) offering value to the customer at the $1.00 price point; (ii) consistently changing
the merchandise mix to offer new and exciting products;

(iii) emphasizing performance at the individua store level; (iv) continually refining inventory and cost-control measures; (V) retaining
adisciplined, cost-sensitive approach to site selection for new stores; and (vi) capitalizing
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on Company management's retail experience.

THE DOLLAR BILLS ACQUISITION: The Company acquired all of the stock of Dollar Bills, Inc. for approximately $52.6 million
in cash and $2.0 million in inventory in January 1996. This acquisition broadened the Company'sbase in terms of geographic
coverage, merchandise categories and market share whiletaking advantage of Dollar Tree's existinginfrastructure. The Company
plans to continue operating the acquired stores under the "Dollar Bill$' name. Most Dollar Bills stores are located in different retail
markets from existing Dollar Tree stores, resulting in little competition for sales. The acquisition also added a modern 250,000 square
foot distribution center and awholesale division in the Chicago area, both of which the Company continues to operate.

Although thetwo chainsare in the same core business of offering discount merchandise primarily for $1.00, a number of operational
differences do exist. Dollar Bills stores (i) are typically larger and, accordingly, have higher average sales per store, (ii) aremore
concentrated in urban areas than Dollar Tree stores, (iii) carry a higher proportion of consumable merchandise, such as food, health
and beauty aids, and everyday household supplies, whichtypically have lower merchandise marginsand, therefore, carry alower
proportion of leisure items, such astoys and gifts, whichtypically have higher merchandise margins, (iv) carry less inventory per
sguare foot because of different store fixturesand (v) offer alimited number of multi-price point items, which the Company now offers
only at certain Dollar Bills locations and at prices not exceeding $5.00. During 1996, the Company introduced into the Dollar Bills
stores more merchandise with higher merchandise margins, replaced certain store fixtures to accommodate new merchandise and
improve merchandise display, and implemented Dollar Tree's operational procedures in the Dollar Bills stores. The Company
continues to evauate these operational differences.

CURRENT DEVELOPMENTS: InJanuary, 1997, Dollar Tree completed the purchase of approximately 50 acres of land in
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Chesapeake, Virginia, approximately 10 miles from itscurrent Norfolk location, for the purpose of building a new Store Support
Center, made up of a headquarters building and a distribution center. In addition to a 76,000 square foot headquarters, the facility will
include a distribution center of roughly 400,000 sguare feet. Management believes that upon completion of this facility, the Company's
capacity to service storeswill increase to approximately 1,600 units, up from its current capacity of approximately 1,000 units. The
new warehouse and distribution center will replace the existing Norfolk facility and will contain advance materias handling

technol ogies, including a new automated conveyor and sortation system. The Store Support Center project is expected to requirean
investment of approximately $29 million. The Company believes that the facility will be operational in early 1998, when it is needed to
support continued growth. See also "Business--Warehousing and Distribution,” "Management's Discussion and Analysis--Subsequent
Event," "Management's Discussion and Analysis--Forward Looking Statements," and Note 11 of the Notes to Consolidated Financial
Statements.
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BUSINESS STRATEGY : The Company's goal isto continueits leadership position in the $1.00 price point segment of the discount
retail industry. Factors contributing to the success of the Company'soperations include:

VALUE OFFERING. Dollar Tree's management strives to exceed its customers expectations of therange and quality of products that
can be purchased for $1.00. Management believes that many of theitems Dollar Tree sellsfor $1.00 are typically sold for higher
prices elsewhere. The Company is ableto offer such value in part by purchasing a substantial portion of its products directly from
foreign manufacturers, allowing the Company to passon savings to the customer. In addition, direct relationships with both domestic
and foreign manufacturers permit broad product selection, customized packaging and frequently the ability to obtain larger sizes and
higher package quantities.

CHANGING MERCHANDISE MIX. The Company supplements its wide assortment of quality everyday core merchandisewith a
changing mix of new and exciting products, including seasonal goods, such as summer toys, back-to-school products and Christmas
wrapping paper and, to alimited extent, selected closeout merchandise. Closeouts comprise no more than 20% of merchandise
purchased at cost. The Company al so takes advantage of the availability of lower priced, private label goods, which are comparable to
national namebrands.

STRONG AND CONSISTENT STORE LEVEL ECONOMICS. The Company believes that its attractive store level economics and
the flexibility of its real estate strategy provide it with awide range of real estate opportunities and will facilitate its continued
expansion. The Company's stores have historically been profitable withinthe first full year of operations, with an average store level
operating income of approximately $162,000 (approximately 23% of net sales) for storeswhose first full year of operations was 1996.
In addition, the operating performance of the Company's stores hasbeen very consistent, with over 90% of the Company's stores
opened for theentire year having store level operating income marginsin excess of 15% for calendar year 1996, and over 85% of the
Company'sDallar Bills stores having store level operating incomemargins in excess of 15% for the eleven months ended December
31, 1996. Operating incomemargins at certain Dollar Bills stores were comparatively lower due to a higher proportion of consumable
goods being offered at such stores.

COST CONTROL. Given the Company's pricing structure, Dollar Tree believes that maintaining sufficient gross margins and tight
control over store expenses, corporate expenses and inventory costs are critical to its success. Dollar Tree closely manages both retail
inventory shrinkage and retail markdowns of inventory, limiting each to an average of less than 2.5% of annual net sales over thelast
five years. In thepast five years, Dollar Tree hasmaintained gross profit marginsin the 36% to 37% range andincreased its
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operating income margin from 8.6% to 12.2%. In 1996, asaresult of the Dollar Bills acquisition, gross profit margin was slightly
impacted by a shift in merchandise mix toward higher levels of domestic, consumable merchandise (for instance, food and health and
beauty aids), which generally carry a higher merchandise cost. Management feels that adjustments to its merchandise mix are
complete.

EXPERIENCED RETAIL MANAGEMENT TEAM. The Company'sthree executive officers, J. Douglas Perry, Macon F. Brock, Jr.,
and H. Ray Compton, each have between 18 and 28 yearsof experience in the retail industry and have worked together for the past 18
years. Additionally, the Company's seven Vice Presidents each have significant experience in their respective areas of operational
expertise.

Aspart of the recapitalization of the Company in 1993, Messrs. Perry, Brock and Compton were required to enter into employment
and non-competition agreements which have now expired. Messrs. Perry, Brock, and Compton intend to continue withthe Company as
executive officers, but are not actively negotiating new employment and non-competition agreements.
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STORES: Dallar Tree has opened over 70 stores in each of the past five years. During 1996, the Company opened 104 new stores and
closed 3 stores, ending the year with 737 stores in 26 states. The addition of the 136 Dollar Bills stores expanded Dollar Tree's
operations into three new states in 1996, lowa, Minnesota, and Wisconsin. Dollar Tree stores have been successful in major
metropolitan areas, mid-sized citiesand small towns with populations under 25,000, and management believes that Dollar Tree stores
can perform well in avariety of locations.

The Company maintains adisciplined, cost sensitive approach to site selection, favoring strip centers and selected enclosed malls. In
the last five years, Dollar Tree hasopened primarily strip center based stores, which have historically required lower initial capital
investment and generated higher operating marginsthan mall stores. The Company favors opening new storesin strip center locations
anchored by strong mass merchandisers such as Wal-Mart, Kmart and Target, whose target customers management believes are similar
to those of Dollar Tree. The Company has a so begun to open more stores in neighborhood centers anchored by large groceries.
Currently, management anticipates expanding by approximately 145 to 150 stores in 1997, and 175 to 180 storesin 1998. The
Company'sexpansion plans include increasing its presence in its existing markets to take advantage of market opportunities and
efficienciesin distribution and field management, and selectively entering new markets. Management believes that its stores have a
relatively small shopping radius, which permits the concentration of multiple stores in a single market. The Company'sability to open
new stores is contingent upon, among other factors, locating suitable sites and negotiating favorable leaseterms.

Thetypical Dollar Tree store hasapproximately 3,200 square feet, of which approximately 85% to 90% represents selling space.
Dollar Bills stores average 4,000 to 4,500 square feet. The prototype for future Dollar Tree stores is
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between 3,500 and 4,000 squarefeet. Of this increased square footage, a portion may be earmarked for larger aislesto allow for ease
of shopping and the use of shopping carts, which may tend to reduce the average sales per square foot. However, management believes
that it will encourage shoppers to increase their average purchase.

Merchandise is displayed in densely stocked bins and shelvesand organized by category according to a standard store layout plan used
throughout the chain. The wide variety, value and freshness of merchandise at the $1.00 price point and lively appearance of the store
create excitement for customers that management believes resultsin high store traffic, high sales volume and an environment which
encourages "impulse" purchases. Inaddition, the size of the store, standard layout, merchandising by category, pricing structure and
convenient locations combinefor atime-efficient shopping experiencefor the customer.

Centralized check-out at thefront of the store andthe even-dollar pricing policy ensurethat customersare not kept waiting. The
Company does not have and does not currently anticipate adding a point-of-sale system, and credit cards are not accepted.

MERCHANDISE: Dollar Tree's primary goal in merchandising isto offer awide assortment of products in traditional variety store
categories which exceed customer expectations of the value available for $1.00. The Company seeks to accomplish thisgoal by: (i)
offering a balanced mix of everyday core products and changing products in traditional variety storecategories, (ii) maintaininga
disciplined, global purchasing program and (iii) emphasizing the effective presentation of merchandise in the stores.

Merchandise in the Dollar Bills stores is predominantly comprised of the same categories asthe Dollar Tree stores, although of a
different mix, most notably with a stronger emphasis on food and health and beauty aids. During 1996, the merchandise mix at the
Dollar Bills stores was adjusted to more closely reflect the broad variety traditionally offered by Dollar Tree. In turn, the merchandise
mix at the Dollar Tree stores was supplemented with increased domestic consumable products of the type normally carried at the
Dollar Bills stores.

PURCHASING. Management believes that its disciplined purchasing program, its relationships with its suppliers and the exclusive
focus of its buying power at the $1.00 price point contribute to its successful purchasing strategy. Dollar Tree believes that offering
perceived as well asreal valueto its customers while maintaining target merchandise margins inits purchasing program iscritical to its
success.

The Company purchases merchandisefrom 600 to 700 vendors annually, buyingboth directly fromvendors and indirectly from
trading companies and brokers. No vendor accounted for 10% or more of total merchandise purchased in any of thelast five calendar
years. New vendors are used frequently to offer competitive, yet varied, product selection and to maintain high levels of value.

7
The Company deals with its suppliers principally on an order-by-order basis and has no long-term purchase contracts or other
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contractual assurance of continued supply or pricing. While there can be no assurance of a continuing and increasing supply of quality
merchandise suitable to be priced by the Company at $1.00, management believes that such merchandise will be available in sufficient
guantities to meet the Company'splans for future growth.

IMPORTS. In 1995 and 1996, the Company purchased approximately 34% and 32%, respectively of its merchandise based on cost,
and approximately 37% and 35%, respectively, of its merchandise based on retail, directly from vendors located abroad. The
Company expectsdirect importsto continueto account for 35% to 40% of its purchases at retail and believes that a substantial portion
of its domestic purchases are manufactured abroad. In addition, a substantial portion of the Company's purchasesare manufactured in
China. These arrangements are subject to therisks of relying on products manufactured abroad, includingimport duties and quotas,
loss of "most favored nation" ("MFN") trading status, currency fluctuations, work stoppages, economic uncertaintiesincluding
inflation, foreign government regulations, political unrest and trade restrictions, including U.S. retaliation against unfair foreign
practices, which could have a materia adverse effect onthe Company'sbusiness and results of operations.

Chinaisthe sourcefor amajority of the Company'sdirect imports and, the Company believes, isaso thelargest source of its indirect
imports. The MFN status of China is reviewed annually by the United States government and, accordingly, extension of such statusis
subject to political uncertainties. In view of the frictions experienced in the past several years between the governmentsof the United
States and China, it is possible that there may be significant future opposition to the extension of MFN status for China. Loss of
China's MFN status could impose significantly higher purchasing costs on the Company, including increased tariffs on goods. The
Company believesthat it could find aternative sources of supply in such an event and continuesto broaden its base of overseas
vendors with the intention of lessening its dependence on vendorsin any one country. However, aninterruption or delay in supply
from China or the Company's other foreign sources, or theimposition of additional duties, taxes or other charges on these imports,
could have a material adverse effect onthe Company'shbusiness and results of operations unless and until such alternative supply
arrangements are secured. Moreover, products from alternative sources may be of lesser quality and/or more expensive than those
currently purchased by the Company.

WAREHOUSING AND DISTRIBUTION. Warehousing and distribution are managed centrally by the Company fromits corporate
headquarters, whichis located in the same building as its Norfolk distribution center. The Company plansto replace the Norfolk
facility with a new Store Support Center, including a headquarters and adistribution center, to be builtin Chesapeake, Virginiain
1997. The new warehouse and distribution center will contain advanced materials handling technologies, including a new automated
conveyor and sortation system, radio-frequency inventory tracking equipment, improved racking, and specialized information systems
designed to improve inventory movement and controls. This facility is expected to be operationa in early 1998. See aso "Business--
Subsequent Event" for additional references.
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Substantialy al of the Company'sinventory is shipped directly from suppliers to the Company's distribution centers. Dollar Tree's
substantial distribution center capacity allowsthe Company to receive manufacturers' early shipment discounts and buy large quantities
of goods at favorable prices. Since thedistribution centersmaintain back-up inventory and provide weekly delivery to each store,
in-store inventory requirements arereduced and the Company is able to operate withsmaller stores than would otherwise be required.
Since many stores arelimited in size, off-hours stocking, as well asoff-site storage space, is utilized to support the store'sinventory
turnover, particularly during the busy fourth quarter.

Stores receive weekly shipmentsof merchandise fromdistribution centersbased ontheir anticipated inventory requirementsfor each
week and communication via telephone or electronic mail between store managers and thedistribution group. The Company hasthe
ability to make two weekly deliveriesto high volume stores during the busy Christmas season. The majority of the Company's
inventory is delivered to the stores by contract carriers, supplemented by the Company'sdistribution fleet, consisting of approximately
18 leased tractors and 61 owned or |leased trailers.

The Company's success depends in large part on the orderly operation of its receiving and distribution process, which depends, inturn,
on adherence to shipping schedules (especially those fromthe Far East) and effective management of the distribution centers.
Although management believes that its receiving and distribution processis efficient and well positioned to support the Company's
expansion plans, there can be no assurance that the Company has anticipated, or will anticipate all of the changing demands whichits
expanding operations will impose onits receiving and distribution system or that events beyond the control of the Company will not
result in delays in the delivery of merchandise to the stores.

TRADEMARKS. The Company istheowner of Federal service mark registrations for "Dollar Tree", the "Dollar Tree" logo, "1 Dollar
Tree" together with the related design, and "One Price...One Dollar," each of which expiresin 2003 or later. A small number of the
Company's stores operate under the name "Only $1.00," for which the Company has not obtained a service mark registration; if it were
required to change the name of these stores, the Company does not believe that this would have a material adverse effect oniits
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business. Additionally, with theacquisition of Dallar Bills in January, 1996, the Company became the owner of various Federal
service mark registrations, includinga concurrent use registration for "Dollar Bill$" and the related logo. The Company also
occasionally uses various namesunder which it markets certain products. Management believes that these "brand names' are not
significant to the Company's operations.
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SEASONALITY. The Company hashistorically experienced and expectsto continueto experience seasonal fluctuationsin its net
sales, operating income and net income. See "Management's Discussion and Analysis--Seasonal and Quarterly Fluctuations."

COMPETITION. Theretail industry is highly competitive. The Company's competitors include mass merchandisers (such as
Wal-Mart), discount stores (such as Dollar General), variety stores (such as Woolworth), closeout stores (such as Odd Lot and Big
Lot) and other $1.00 price point stores. Certain of the Company's competitors are unitsof national or regional chains that may have
substantially greater financia resources than the Company. Several of thelargest operators of discount stores at the $1.00 price point
(or their parent companies) have recently filed for or emerged from bankruptcy protection in U.S. bankruptcy court and have closed a
number of their stores, while others have abandoned the $1.00 price point concept and/or reconfigured their stores. The Company may
face competition in the future which could have an adverse effect on its financial results. Management believes that the Company
remains competitive by offering awide variety of quality, value-priced merchandise in attractive and convenient locations.

EMPLOYEES. Asof December 31, 1996, Dollar Tree had approximately 11,000 employees. The Company employs approximately
7,600 employees based on arolling twelve month average; approximately 1,900 of these are full-time and 5,700 part-time. The
number of part-time employees fluctuates depending on seasonal needs. None of the Company's employees are currently represented
by alabor union. On March 20, 1996, the employees of the Company's Norfolk distribution center voted against union representation
in an election supervised by theNational Labor Relations Board. There can be no assurance that any of the Company's employees will
not in the future elect to be represented by a union. The Company considers its relationship with employeesto be good and has not
experienced significant interruptions of operations due to labor disagreements.
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ITEM 2. PROPERTIES

Asof December 31, 1996, Dollar Tree operated 737 stores in 26 states, 535 of whichwere located in strip centers and 202 of which
were located in malls. A summary of Dollar Tree's historical unit growth by state over the past threeyears is presented below, as well
as thenumber of Dollar Bills stores acquired by state, all of which remain open at year-end (number represents stores open as of the
date indicated):

[T S— .
E=amas EDGARSr 9002, EDGAR Online. Inc.




Decenber 31, Dollar Bills

St ores
1994 1995 1996 January 31, 1996
SQUTHEAST
Florida........................ 62 66 85 5
North Carolina................. 39 48 52 0
Georgia. .o 29 40 50 4
Tennessee. . ........ .. 23 31 37 1
Alabama........................ 23 26 33 3
South Carolina................. 18 23 27 0
Mssissippi.................... 9 12 15 0
M DWEST:
Mchigan....................... 26 25 49 22
Illinois....................... 0 1 47 42
Chio...... .. .. .. . 34 35 46 5
Indiana........................ 8 10 27 14
Kentucky....................... 11 14 15 1
MSSOUIMi v oo i e e e 0 3 13 6
Wsconsin...................... 0 0 7 7
Mnnesota...................... 0 0 3 3
lowa. . ... ... 0 0 1 1
M D- ATLANTI C
Virginia........... ... .. ... 54 60 72 2
Pennsylvania................... 30 35 45 3
Maryland. . ..................... 17 20 39 17
West Virginia.................. 7 8 9 0
Delaware. . ..........uiu.n. 2 2 2 0
SOUTHCENTRAL
Texas. ... 0 9 16 0
Louisiana. ............cvvuun.. 5 9 12 0
Arkansas. . ........c... 5 6 9 0
NORTHEAST:
New York............. ... ... 5 10 16 0
New Jersey........... ..., 2 7 10 0
Total ......... . . .. .. 409 500 737 136

Of the 737 Dollar Tree and Dollar Bills storesopen at December 31, 1996, themgjority are located in the Southeastern and
Midwestern regions of the United States. The acquisition of Dollar Billsincreased the Company'spresence primarily in lllinois,
Indiana, Maryland, and Michigan. Additionally, the Company operates three distribution centers, one each in Norfolk, Virginia, in the
Memphis, Tennessee, area, and in the Chicago, Illinois, area.

The Company currently leases al of its existing store locations and expectsthat its policy of leasing rather than owning stores will
continue as
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it expands. The Company'sstore leases typically provide for a short initial lease term with options on the part of the Company to
extend. Management believes that this lease strategy enhances the Company'sflexibility to pursue various expansion and relocation
opportunities resulting from changing market conditions. The Company's ability to open new stores is contingent upon locating
satisfactory sites, negotiating favorable leases, obtaining necessary financing and recruiting and training additional qualified
management personnel.

Ascurrent leases expire, the Company believesthat it will be able either to obtain lease renewalsif desired for present store locations,
or to obtain leases for equivalent or better locations in the same general area. To date, the Company hasnot experienced difficulty in
either renewing leases for existing locations or securing leases for suitable locationsfor new stores. A substantial majority of the
Company'sstore leases contain certain provisions related to changes in control of the Company. These provisions may be applicable in
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asmall number of leases asaresult of thepublic offerings of the Company's common stock. Based primarily on the Company's belief
that it maintains good relations withits landlords, that most of its |eases are at market rents, and that it has historically been ableto
secure leases for suitable locations, management believes that these provisions will not have a material adverse effect on the business
or financial position of the Company.

The Norfolk distribution center consists of 186,000 square feet, whilethe Memphis distribution center, opened in 1994, encompasses
244,000 square feet. Including the 250,000 square foot Ilinois facility, the Company's distribution centers have the capacity to service
an estimated 1,000 stores. The Company plansto replaceits Norfolk facility withan expanded Store Support Center located in
Chesapeake, Virginia. Thisfacility will be owned by the Company, rather than leased. Seealso "Business--Current Developments* for
additional references.

The Company currently leases itsNorfolk distribution center complex. The Norfolk facility is currently listed with a commercial rea
estate agent for sub-lease. The lease expiresin June 2004, and the Company will be responsible for rent payments through this date if
it isunable to find a suitable sub- lessee. The distribution center in Memphisis also leased; this lease expires in September, 2004, with
four additional fiveyear termsavailable. Additionally, the Company assumed thelease on the Dollar Bills distribution center, located
outside of Chicago; this lease expiresin June, 2005, withcertain options to renew.

ITEM 3. LEGAL PROCEEDINGS

On January 31, 1996, the Company bought all of the capital stock of Dollar Bills, pursuant to a stock purchase agreement. In March
and April, 1996, Michael and Pamela Alper (the "Alpers"), former shareholders of Dollar Bills, together witha corporation they
control, filed lawsuits, in the state and federal courtsin Illinois, against the Company and one of its employees relating to the Dollar
Billstransaction. The lawsuits sought to recover
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compensatory damages of not less than $10 million (which could be tripled under the federal antitrust law claim described below),
punitive damages, attorney'sfees, costs and injunctive and other relief.

In thelawsuits, the plaintiffs claimed that the Company defrauded the Alpers into selling the whol esale operations which were owned
by Dallar Bills; improperly obtained and misused confidential and proprietary information; breached the provisions of a confidentiality
agreement and stock purchase agreement relating to the acquisition; intentionally or negligently mis- represented its intentionswith
respect to the wholesale operations; conspired to violate antitrust law by excluding the plaintiffs as competitors in the wholesale
business; and violated Section 10(b) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder. The Company
emphatically denied the plaintiff's claims and vigorously defended itself in this matter.

The Company filed motionsto dismiss thelitigation in both the Circuit Court of Cook County, Illinois(the "State Court") andin the
U.S. Digtrict Court for the Northern District of Illinois ("Federa Court"). On June28, 1996, the State Court denied the Company's
motion to dismiss. Plaintiffssubsequently dismissed their suit in State Court voluntarily. The Company then appealed the State Court's
denial of its motionto dismiss, and the appeal is currently pending.

On November 26, 1996, the Federal Court dismissed all counts of the plaintiff's lawsuit against the Company and the co-defendant,
and plaintiffsdid not appeal. Plaintiffs are now precluded from refiling their federal securities and federal antitrust claims against the
Company in the future. The Federal Court ruling does not, however, specifically preclude plaintiffsfrom refilingtheir state law claims
in State Court in thefuture.

Based on management's understanding of the facts (which facts are contested by the plaintiffs), the current procedural posture of the
dispute and the advice of its lead litigation counsel for thismatter in reliance on such facts, the Company believesit is unlikely that the
plaintiffswill ultimately prevail onthe merits of thisdispute. Accordingly, the Company believesthat the ultimate outcome of this
matter will not have a material adverse effect onthe Company'sresults of operations or financial condition. Nevertheless, particularly
inlight of the contested factual assertions, there can be no assurances regarding the ultimate outcome of any future litigation or that
any such litigation will not have a materia adverse effect on the Company'sresults of operations or financial condition.

Additionally, the Company is a party to ordinary routine litigation and proceedings incidental to its business, including certain matters
which may occasionally be asserted by the Consumer Product Safety Commission, none of whichisindividually orin the aggregate
materia to the Company.
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ITEM 4. SUBMISSION OF MATTERS TO AVOTE OF SECURITY HOLDERS
No matterswere submitted to a vote of security holders during the fourth quarter of the Company's 1996 calendar year.
PART II
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS.
The Company's common stock istraded onthe NASDAQ National Market (NASDAQ) under the symbol DLTR. Trading of the

Company'sstock commenced on March 7, 1995. The following table setsforth, for the periods indicated, the high and low sales prices
of shares of the Common Stock as reported by NASDAQ), restated to reflect a 3-for-2 stock split completed in April, 1996.

H gh Low
Cal endar 1995:
First Quarter (March 7 to March 31)....................... $ 14 10 43/ 64
Second Quarter (April 1 to June 30)....................... 17 59/ 64 13 1/2
Third Quarter (July 1 to Septenber 30).................... 24 11/64 17 27/ 64
Fourth Quarter (Cctober 1 to Decenber 31)................. 22 53/64 14 43/ 64
Cal endar 1996:
First Quarter (January 1 to March 31)..................... $ 30 53/ 64 16 21/ 64
Second QUart er. ... ..ot 45 29
Third Quart er. .. ... .. 42 23
Fourth Quarter. . ... ... ... e e e e 43 30 1/4

On March 14, 1997, the last reported sale price for the Company's Common Stock as quoted by NASDAQ was $36 3/8 per share. As
of March 14, 1997, the Company had approximately 4,200 beneficial shareholders.

The Company anticipates that all of itsincomein the foreseeable future will be retained for the development and expansion of its
business and the repayment of indebtedness, and therefore doesnot anticipate paying dividends on its Common Stock in the
foreseeable future. The Company's credit agreement contains financial covenants which may have the effect of restricting the
Company'sability to pay dividends.

ITEM 6. SELECTED FINANCIAL DATA

The following table setsforth for the periods indicated selected financial data for the Company. The selected income statement and
balance sheet items which follow have been derived from the Company's consolidated financial statementsthat have been audited by
KPMG Peat Marwick LLP, independent accountants. This information should be read in conjunction with the Consolidated Financial
Statements and related notes, "Management's Discussion and Analysis of Financial Condition and Resultsof Operations’ and the other
financial information included elsewhere in this Form 10-K.
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ITEM 6. SELECTED FINANCIAL DATA, CONTINUED
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| NCOVE STATEMENT DATA:

QoSS Profit. ...

Selling, general and administrative expenses:
OperatiNng EXPEeNSES. . ...\ttt
Depreciation and anortization................ ..
Recapitalization expenses(l)...... ...t

Qperating I NCOMB. . ... o e e e
INterest exXpPenSe. ... ... ...

I ncome before inconme taxes and extraordinary loss.................
Provision for income taxes............ ... ... i

Inconme before extraordinary 10SS........... ..
Extraordinary loss, net of income tax(2)..........covuiiiiinn...

Net 1 NCOMB. . .o

I ncome Per Share Data(3):
I ncone before extraordinary loss per share........................
Extraordinary 10sSs per share............ .. ..

Net 1 NCOMB per Share. .. ... ... .. e

Pro Fornma Data:
Net 1 NCOMEB. . . o e

Wei ght ed average nunber of common shares and common share
equi val ents outstanding, in thousands(3 and 5)..................

SELECTED OPERATI NG DATA:

Nunber of stores open at end of period(6):
12

Net sales growth. .. ... ..
Conparabl e store net sales increase(7)...........uuiiiiinnnnnnnnn.
Average net sales per store(8)............. ... i,
Aver age net sales per square foot(8):
VAL
SErip Cent er. ...
Al L St Ores. .

BALANCE SHEET DATA

WOrking capital . ... ..o
Total @SSOt S. .

Total debt. .. ... e
Shar ehol der s’

15

Cal endar Year Ended

Decenber 31,
1992 1993 1994 1995 1996

(Dol lars in thousands, except per share data
and sal es per square foot data)

$120, 542 $167, 753 $231, 601 $300, 229 $493, 037
76, 434 106, 318 145, 481 187, 552 310, 900
44,108 61, 435 86, 120 112, 677 182, 137
29, 546 39, 559 54,993 70, 504 111, 401

2,075 3,054 4,186 5, 468 10, 527
4,387
31, 621 47, 000 59, 179 75,972 121,928
12, 487 14, 435 26,941 36, 705 60, 209
1,138 1,837 4,028 2,617 5,193
11, 349 12,598 22,913 34,088 55, 016
503 3,152 9, 546 13,125 21,181
10, 846 9, 446 13, 367 20, 963 33, 835
1,253
$ 10, 846 $ 9,446 $ 12,114 $ 20, 963 $ 33,835
$ 0.49 $ 0.76 $ 1.19
0. 05 .- .-
$ 0. 44 $ 0.76 $ 1.19
$ 10, 846 $ 9,446
3,992 1,838

$ 6,854 $ 7,608

$ 0.25 $ 0.28
27, 262 27, 262 27, 262 27,589 28, 327

145 145 154 173 202

111 183 255 327 535

256 328 409 500 737
72. 7% 39. 2% 38. 1% 29. 6% 64. 2%
24. 1% 6. 9% 9.1% 7.3% 6.2%

$ 520 $ 555 $ 606 $ 649 $ 691

$ 214 $ 224 $ 241 $ 246 $ 249

$ 201 $ 188 $ 197 $ 209 $ 220

$ 210 $ 206 $ 214 $ 221 $ 229

Decenber 31,
1992 1993 1994 1995 1996

$ 10, 457 $ 7,742 $ 14,334 $ 29, 133 $ 23,488
32,077 42,188 60, 688 91, 621 171, 099

3, 316 17,768 14, 205 14,518 4, 353
17, 499 3, 660 17, 274 39, 087 101, 590

(1) Represents recapitdization expenses of $4.4 million incurred in connection with a recapitalization undertaken in 1993, comprised
of $3.6 million of management incentive expenses and $0.8 million of transaction expenses.

(2) Represents redemption premiums of approximately $1.3 million plus write off of original issue discount and deferred financing
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costs of $0.9 million (net of income tax benefit of approximately $0.9 million) on the early retirement of the Company's 12%
Subordinated Notes. See Note 5 of Notes to Consolidated Financial Statements.

(3) Income per share data have been computed by dividing its components by the weighted average number of common shares and
common share equivalentsoutstanding. All warrantsand options outstanding at December 31, 1994 have been considered outstanding
for the entire year ended December 31, 1994 and are included in the calculation of the weighted average number of common shares
and common share equival ents outstanding for net incomeper share computations in accordance with therules of the Securitiesand
Exchange Commission. For theyear ended December 31, 1995 and 1996, common share equivalents include the weighted average
number of shares subject to stock optionsand warrants outstanding at December 31 of the respective period, after applying the
treasury stock method. All share and per share data have been retroactively adjusted to reflect a stock dividend, having the effect of a
three-for-two stock split, whichwas completed in April, 1996.

(4) Prior to September 30, 1993, the Company was treated asa subchapter S corporation for Federal and certain state incometax
purposes. Assuch, income of the Company for that period was taxable to the individual shareholders rather than to the Company.
Accordingly, theprovision for income taxes for the year ended December 31, 1992 and the nine monthsended September 29, 1993,
represents corporate level state income taxes onincome earned in those states that do not recognize subchapter S corporation status.
On September 30, 1993, the Company converted to a subchapter C corporation. Accordingly, income since September 30, 1993 was
taxable to the Company. Pro formanet income reflectsa provision for incometaxes as if the Company were a subchapter C
corporation for all years presented at an assumed effective tax rate of approximately 40%.

(5) Pro formanet income per share has been computed by dividing pro formanetincome by the weighted average number of common
shares and common share equivalents outstanding. Common share equivalents include all outstanding stock options and warrants after
applying the treasury stock method. All currently outstanding warrants and options have been considered outstanding for the years
ended December 31, 1992 and 1993, and areincluded in the calculation of the weighted average number of common shares and
common share equivalentsoutstanding for pro formaincome per share computations in accordance with the rules of the Securities and
Exchange Commission.

(6) Includes 136 Dollar Bills stores, none whichwere closed in 1996 and which contributed $104.7 million in net sales for the eleven
month period ended December 31, 1996. The Company closed three Dollar Tree storesin 1992, two stores in 1993, one store in 1994,
three stores in 1995, andthree stores in 1996.

(7) Comparable storenet sales increase compares net sales for stores open at the beginning of the first of the two periods compared.
Dollar Bills stores are not included in the comparable store base.

(8) Average net sales per store are for stores open theentire period presented. Average net sales per squarefoot are for stores open the
entire period presented, not including stores expanded in 1996. 1n 1996, 28 stores were expanded dueto remodeling and/or relocation,
increasing total square footage by approximately 29,900 squarefeet. Dollar Bills stores wereincluded in the Company's 1996 financial
statements for eleven monthsof the period and are therefore not included in these calculations.

16

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The acquisition of Dollar Bills has been accounted for by the purchase method. Results of operations for 1996 discussed below include
amounts relating to Dollar Bills operations beginning February 1, 1996. For pro formafinancia statementsrelated to the acquisition,
see Note 3 of Notesto Consolidated Financial Statements.

RESULTS OF OPERATIONS

The following table setsforth, for the periods indicated, certain selected income statement data asa percentage of net sales:

[T S— .
E=amas EDGARSr 9002, EDGAR Online. Inc.




Year Ended Decenber 31,

1994 1995 1996

Net Sal @S .. 100. 0% 100. 0% 100. 0%
Cost Of sales. ... ... . 62.8 62.5 63.1

Goss Profit.. ... 37.2 37.5 36.9
Sel ling, general and administrative expenses

Operating eXPeNnSeS. . .. v vttt 23.8 23.5 22.6

Depreciation and anortization...................... 1.8 1.8 2.1

Total ..o 25.6 25.3 24.7
Qperating I NCOMB. . ...ttt e e 11.6 12.2 12.2
INterest exXpPense. .. ... .. 1.7 0.9 1.1
I ncome before income taxes and

extraordinary 10SS.........iiiiiiii 9.9 11. 3 11.1
Provision for income taxes............ ... 4.1 4.4 4.3
Income before extraordinary loss.......... ... .. ... ... ..... 5.8 6.9 6.8
Extraordinary loss, net of incone tax....................... 0.6 --- ---
Net 1 NCOMB. . ..o 5.2% 6. 9% 6. 8%

1995 COMPARED TO 199

Net sales increased 64.2%, to $493.0 million for 1996, from $300.2 million for 1995. Of thisincrease, (i) approximately 54.3%, or
$104.7 million, was attributableto the 136 Dollar Bills stores added as of February 1, 1996, (ii) approximately 37.2%, or $71.8
million, to 198 stores opened in 1995 and 1996, which are not included in the Company's comparable store net sales calculation, and
(iii) approximately 8.4%, or $16.3 million, was attributable to comparable store net sales growth, which represented a 6.2% increase
over comparable store net sales for the prior period. Because substantially all the Company's products sdll for $1.00, the increase in
comparable store net sales wasa direct result of increased unit volume. Management believes that this increase in volume resulted
from strong holiday selling seasons in 1996, increased inventory levels compared to the preceding year, and continued improvements
inthe quality and variety of merchandise offered. The Company opened 104 new stores and closed three stores during 1996 compared
to opening 94 new stores and closing three stores during 1995.

Management anticipates that the primary sources of future sales growth will be new store openings and, to alesser degree, sales
increases from expanded and relocated storesand comparable store net sales increases. The Company has experienced significant
increases in comparable store net sales historically, and management expectsthat any increases in comparable store net sales in the
future will be smaller than those experienced historically. See "Management's Discussion and Analysis--Seasonality and Quarterly
Fluctuations."
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Gross profit, which consists of net sales less cost of sales (including distribution and certain occupancy costs), increased $69.5 million,
or 61.6%. Asa percentage of net sales, gross profit decreased to 36.9% from 37.5%, reflecting, as a percentage of net sales, decreased
merchandise margin (gross profit before inventory shrinkage, markdowns, and distribution and occupancy costs) and a dlight increase
ininventory shrinkage, partially offset by lower inbound freight costs and lower store occupancy costs. The decrease in merchandise
margin as a percentage of net salesisaresult of increased sales of domestically purchased products which generally carry alower
gross margin than imported merchandise. The increase in inventory shrinkage is due largely to higher shrinkage experienced at the
Dallar Bills stores. The decrease in inbound freight arose primarily from morefavorable terms negotiated with shippers and
consolidators. The decrease in store occupancy costs as a percentage of net sales isaresult of the comparable store net sales growth.

Asaresult of theDollar Bills acquisition, in 1996, there was a shift in overall merchandise mix toward higher levels of domestic,
consumable merchandise (for instance, food and health and beauty aids), which generally carry a higher merchandise cost.
Management believes that changesin the overall merchandise mix arising from the acquisition are substantially complete andthat the
Company will continueto carry somewhat higher levelsof domestic, consumable merchandise thanin prior years. However, the
Company expects imports to continue to account for approximately 35% to 40% of total purchases at cost.

Selling, general and administrative expenses, whichinclude operating expenses and depreciation and amortization, increased $46.0
million, or 60.5%, but decreased asa percentage of net sales to 24.7% from 25.3% during the same period. The decrease isdue
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primarily to strengthened cost controls relating to hourly payroll at the store level. Management does not expect similar payroll cost
savingsin the future due to the increase in minimum wage instituted in October, 1996. During 1996, the Company's operating
expensesincurred in connection with the Dallar Bills acquisition and litigation amounted to approximately $2.5 million.

Depreciation and amortization expenseincreased $5.0 million, increasing as a percentage of net sales to 2.1% from 1.8% for 1995. Of
thisincrease, $1.8 million related to the amortization of goodwill recognized in connection with the acquisition of Dollar Bills.

Operating income increased $23.5 million, or 64.0%, to $60.2 million for 1996 from $36.7 million for 1995, remaining constant as a
percentage of net sales at 12.2%.

Interest expense increased $2.6 million to $5.2 million in 1996 compared to $2.6 million in 1995. This increase isaresult of increased
borrowing incurred in connection with Dollar Bills acquisition. The development facility used for the acquisition was repaid prior to
year end. In addition, the Company redeemed and extinguished its 9% Subordinated Notesin June 1996.

18
1994 COMPARED TO 1995

Net sales increased 29.6%, to $300.2 million for 1995, from $231.6 million for 1994. Of thisincrease, (i) approximately 79.0%, or
$54.2 million, wasattributable to a netincrease of 176 stores opened in 1994 and 1995, which are not included in the Company's
comparable store net sales calculation, and (i) approximately 21.0%, or $14.4 million, was attributable to comparable store net sales
growth, whichrepresented a 7.3% increase over comparable store net sales for the prior period. Because substantially all the
Company'sproducts sell for $1.00, theincrease in comparable store net sales was a direct result of increased unitvolume. This
increase in volume resulted from strong holiday selling seasons, increased inventory levelsearly in theyear compared to the preceding
year, and new promotional effortswhich grouped likeitems into theme displays for more convenient shopping. The Company opened
94 new stores and closed three storesduring 1995 compared to opening 82 new storesand closing one store during 1994.

Gross profit, which consists of net sales less cost of sales (including distribution and certain occupancy costs), increased $26.5 million,
or 30.8%. Asa percentage of net sales, gross profit increased to 37.5% from 37.2%, reflecting, asa percentage of net sales, lower
inbound freight costs, lower store occupancy costs and distribution costs, and aslight decrease in markdowns, partially offset by lower
merchandise margins (gross profit before inventory shrinkage, markdowns, and distribution and occupancy costs). The decrease in
store occupancy costs and distribution costs as a percentage of net sales isaresult of the comparable store net salesgrowth. The
decrease in merchandise margin as a percentage of net salesisaresult of increased salesof domestically purchased products which
generaly carry alower gross margin than imported merchandise. During thefourth quarter of 1995, the Company took advantage of
the opportunity to purchase domestic product under attractive terms, whilethe receiving of someimported goods was delayed. This
resulted in a decrease in imports as a percentage of total purchases.

Selling, general and administrative expenses, whichinclude operating expenses and depreciation and amortization, increased $16.8
million, or 28.4%, but decreased asa percentage of net sales to 25.3% from 25.6% during the same period. The decrease is due
primarily to therecognition in 1994 of $1.0 million of costs associated with the grant of stock options and the comparable store net
sales growth. Excluding the stock option costs, selling, general and administrative costs increased as a percentage of net sales to 25.3%
from 25.1% during the period. Thisincreaseis primarily due to aslight increase in store payroll costs arising from effortsfocused on
strengthening store appearance and merchandise presentation aswell as increasing inventory levels, predominantly inthethird quarter
of 1995. Depreciation and amortization expenseincreased $1.3 million but remained constant as a percentage of net sales at 1.8% for
1995 and 1994.

Operating income increased $9.8 million, or 36.2%, to $36.7 million for 1995 from $26.9 million for 1994 and increased as a
percentage of net salesto 12.2% from 11.6% during the same periods for the reasons noted above. Excluding stock option costs
incurred in 1994, operating income increased as a percentage of net sales to 12.2% for 1995 from 12.1% for 1994.

Interest expense decreased $1.4 million to $2.6 million in 1995 compared to 1994. The Company was able to delay the use of its credit
lines because of

19

increased cash flows and a higher cash balance at the beginning of theyear. The Company aso redeemed and extinguished its 12%
Notes and issued 9% Subordinated Notes, and wrote off the related discount and deferred financing costs at the end of 1994, resulting
in no amortization expense in 1995.
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SUBSEQUENT EVENTS

In January, 1997, the Company completed the purchase of approximately 50 acres of land in Chesapeake, Virginia, on whichit will
construct an expanded headquarters and distribution center facility, to replace its current Norfolk facility. The distribution center will
contain advance materials handling technologies, including a new automated conveyor and sortation system. Managment believes that
upon completion of this facility, the Company's capacity to serve storeswill increase to approximately 1,600 units, up from its current
capacity of approximately 1,000 units. This Store Support Center project is expected to require an investment of approximately $29
million. The Company believes that the facility will be operational in early 1998, when it is needed to support continued growth. There
can be no assurance, however, that no delays will be experienced in opening the distribution center, or that there will be no
complicationsin the integration of the new automation system. Any such delays or complications may result in significant interruption
in the distribution of merchandise and materially adversely affect the Company's business and results of operations. See
"Business--Subsequent Event," "Business--Warehousing and Distribution," "Management's Discussion and Analysis--Forward
Looking Statements," and Note 11 of Notes to Consolidated Financial Statements.

On March 18, 1997, the Company granted to employees optionsto purchase 337,750 shares of the Company's Common Stock.
LIQUIDITY AND CAPITAL RESOURCES

The Company's capital requirements result primarily from capital expendituresrelated to new store openings and working capital
requirements related to new and existing stores. The Company's working capital requirementsfor existing stores are seasonal in nature
and typically reach their peak near theend of the third and beginning of thefourth quarter of theyear. Historically, the Company has
met its seasonal working capital requirementsfor existing stores and funded its store expansion program frominternally generated
fundsand borrowings under its credit facilities.

The Company ended 1996 with a high inventory position relative to prior years. In part, this increased inventory isaresult of the
inventory needs relating to the Dollar Bills storesand new stores opened in 1996. In addition, the Company planned earlier receiving
of shipmentsin anticipation of theearly Easter selling season and in preparation for new store openings early in the first quarter.

During 1994, 1995 and 1996, net cash provided by operations was $17.5 million, $27.2 million and $39.2 million, respectively.
During 1994, 1995, and 1996, net cash used in investing activities was$6.9 million, $11.6 million and $68.7 million, respectively,
consisting primarily of capital expenditures relating to new store expansion and, in 1996, $52.2 million (net of cash acquired) used for
the purchase of Dollar Bills, Inc. Net cash used in (provided by) financing activities was $5.5 million, ($0.8) million and ($10.1) in
1994, 1995 and 1996, respectively. In 1994, these fundswere primarily used for extinguishment of debt. In 1995, the funds provided
were primarily aresult of the exercise of stock options granted under the employee stock compensation plan. In 1996, the funds
provided were primarily aresult of the issuance of 750,000 shares of common stock in a public offering completed in June and the
exercise of stock options granted under the employee stock compensation plans, reduced by the repayment of subordinated debt and
notes payable to banks.
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The Company expectsto expand by approximately 145 to 150 stores during 1997. In 1996, the average investment per new store,
including capital expenditures, initial inventory and pre-opening costs, was approximately $162,000 per store. Capital expenditures
related to Dollar Bills stores during 1996 amounted to approximately $2.4 million and included the purchase and installation of
registers and back office personal computers, the purchase of merchandise display units and modifications to checkout and back room
aressin the stores.

The Company's cash needs for opening new stores in 1997 are expected to total approximately $25.0 million, $14.6 million of whichis
budgeted for capital expenditures and $10.4 million of whichis budgeted for initial inventory and pre-opening costs. The Company's
total planned capital expenditures for 1997, including expenditures relating to the new headquarters and distribution center facility, are
approximately $54.0 million. Thistotal includes, among other things, planned expenditures for expanding and rel ocating stores,
purchasing additional equipment for the distribution centers and computer system upgrades. In 1997, the Company expectsto incur
approximately $29.0 million in expenditures relating to the new headquarters and distribution center facility in Chesapeake, Virginia

In September, 1996, the Company entered into a revolving credit agreement which provides for, among other things, (i) a $135 million
revolving line of credit, bearing interest at the agent bank's prime rate or LIBOR, plus a spread, at the option of the Company; (ii) an
annual facilities feeand annual agent'sfee payable quarterly; and (iii) the reduction of amounts outstanding, declining from $40
million to $10 million, under thefacility for a period of 30 consecutive days between each December 1 and March 1, beginning in
1996 and ending in 2000. The credit agreement requiresthe maintenance of certain specified financia ratios, restricts the payment of
dividends and levels of capital expenditure, restricts theincurrence of debt and establishes certain minimumbeneficial ownership
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requirements of the founding shareholders. The agreement matures on May 31, 2000, and is unsecured (pursuant to an amendment to
the agreement subsequent to year end). At December 31, 1996, the balance outstanding under the agreement was$3.0 million. See
Note 6 of Notes to Consolidated Financia Statements.

In addition, subsequent to year end, the Company was in the process of issuing approximately $30 million in senior unsecured debt.
The proceeds from the debt will be used to repay existing indebtedness andfor general corporate purposes, including the construction
of the new headquarters and distribution center facility in Chesapeake, Virginia. See Note 11 of Notes to Consolidated Financial
Statements.

The Company believes that it can adequately fund its planned capital expenditures and working capital requirementsfor the next
several yearsfrom net cash provided by operations and availability under its credit facilities. The use of a portion of the Company's
debt capacity in the construction of its new headquarters and distribution center facility is not expected to affect the Company's ability
to fund operations and expenditures. The Company expectsto capitalize a substantial portion of its construction interest and therefore
does not anticipate a significant increase in interest chargesin 1997.

21
SEASONALITY AND QUARTERLY FLUCTUATIONS

The Company has historically experienced and expects to continue to experience seasonal fluctuationsin its net sales, operating
income and net income. The highest sales periods for the Company are the Christmas and Easter seasons. A disproportionate amount
of the Company's net sales and a substantial mgjority of the Company's operating and net incomeare generally realized during the
fourth quarter. In anticipation of increased sales activity during these months, the Company purchases substantial amounts of inventory
and hires a significant number of temporary employees to bolster itspermanent store staff. If for any reason the Company's net sales
were below seasonal norms during the fourth quarter, including as aresult of merchandise delivery delays due to receiving or
distribution problems, the Company's annual operating results, particularly operating and net income, could be adversely affected.
Historically, net sales, operating income and netincome have been weakest during the first quarter, and the Company expectsthis
trend to continue. The Company'squarterly results of operations may also fluctuate significantly asaresult of a variety of factors,
including thetiming of new store openings, the net sales contributed by new stores and the merchandise mix.

Shifts inthetiming of certain holidays may also have an effect on quarterly results. The Company believes that the changein the
timing of the Easter holiday from April 16 in 1995 to April 7in 1996 shifted a substantial amount of Easter sales from the second
quarter in 1995 to the first quarter in 1996. The Company anticipates that the change in the timing of the Easter holiday from April 7in
1996 to March 30in 1997 will further shift Easter salesfrom second quarter in 1996 to first quarter in 1997, potentially lowering
comparable store net sales resultsin the second quarter of 1997.

The following table setsforth certain unaudited results of operations for each quarter of 1995 and 1996. The unaudited information has
been prepared on the same basis as the audited consolidated financial statements appearing elsewhere in this Form 10-K and includes
all adjustments, consisting only of normal recurring adjustments, which management considers necessary for afair presentation of the
financial data shown. The operating results for any quarter are not necessarily indicative of results for any future period. The Company
has experienced significant comparable store net sales increases historically, and management expects that any increases in
comparable net salesin thefuture will be smaller than those experienced historically.

Quarter Ended

Mar 31 June 30 Sept 30 Dec 31 Mar 31 June 30 Sept 30 Dec 31

1995 1995 1995 1995 1996 1996 1996 1996
(Dol lars in thousands)

Net sales.................. $ 48,733 $62, 885 $67, 427 $121,185  $84,975 $102,689  $110, 588 $194, 785
Goss profit............... 16, 458 22,340 26, 068 47,811 29, 070 35, 659 41, 890 75, 517
Operating income........... 865 4,879 6, 656 24,305 2,570 7,586 11, 134 38,919
Stores open at end

of period............. 424 452 478 500 660 686 712 737
Conpar abl e store net

sal es increases....... 6. 8% 16. 8% 2.8% 3. 8% 11. 7% 1. 45% 4. 3% 7.6%

22

INFLATION AND OTHER ECONOMIC FACTORS
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The Company's ability to provide quality merchandiseat the $1.00 price point is subject to certain economic factors which are beyond
the Company's control, including inflation, factorsimpacting operating costs (such as changesin employee health care or minimum
wagelevels), consumer confidence and general economic conditions. There can be no assurances that such factors will remain
favorable and in particular that health care costs or the minimum wagewill remain at current levels. Significant and unexpected
increases in inflation, an increase in health care costs or other operating costs or a decline in consumer confidence or general economic
conditions could have a material adverse effect onthe Company'sbusiness and results of operations, especially given the constraints
on the Company's ahility to passon any increases in incremental costs through price increases.

FORWARD LOOKING STATEMENTS

The Company has made in this report, and fromtime to time may otherwise make, forward-looking statements concerning the
Company'soperations, economic performance and financial condition. Thisreport may include, in particular, forward-looking
statements regarding the Company's recent acquisition of Dollar Bills, theintegration of Dollar Billsinto the Company's existing
operations and the Company's expectations of future performance of Dollar Billson an operating basis. In addition, the information
contained herein includes certain forward- looking statements regarding store openings, the new Store Support Center opening,
purchasing abilities, and capital regquirements. Such forward looking statements are subject to variousrisks and uncertainties. Actual
results could differ materially from those currently anticipated due to a number of factors. Some of those factors include (i) the
Company'sability to open new stores on a timely basis and operate them profitably, (ii) the Company's ability to open the new Store
Support Center complex ontime and on budget, to sublease its existing Norfolk facility, and to successfully implement planned
advanced technologies in the new distribution center, (iii) therisks attendant to theimporting of merchandise, particularly from China,
including the potentially higher costs and lower quality of merchandise should the Company be forced to buy large quantities of
domestic goods, (iv) the orderly operation of the Company'sreceiving and distribution process, (v) the successful integration of Dollar
Billsinto the Company'sexisting operations, (vi) inflation, consumer confidence and other general economic factors, (vii) the
availability of adequate inventory, capital resources and external financing, (viii) the risk of adisruption in sales volume in the fourth
guarter and other seasonal factors asdiscussed in "Management's Discussion and Analysis and Results of Operations--Seasonality and
Quarterly Fluctuations," and (ix) dependence on key personnel and control of the Company by existing shareholders. In addition, the
market price of the Company's Common Stock, which is quoted onthe NASDAQ National Market, may be subject to significant
fluctuationsin response to operating results, comparabl e store sales announcements, announcements by competitors, or in response to
market fluctuations unrelated or disproportionate to the operating performance of the Company.
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INDEPENDENT AUDITORS REPORT

The Board of Directors and Shareholders
Dollar Tree Stores, Inc.:

We have audited the accompanying consolidated balance sheets of Dollar Tree Stores, Inc. and subsidiaries (the "Company") as of
December 31, 1995 and 1996, and the related consolidated income statements and statements of shareholders equity and cash flows
for each of theyears in thethree-year period ended December 31, 1996. These consolidated financial statements are the responsibility
of the Company's management. Our responsibility isto express anopinion on these consolidated financial statements based on our
audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that weplan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes

examining, on atest basis, evidence supporting the amounts and disclosuresin thefinancial statements. An audit also includes
ng the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basisfor our opinion.

In our opinion, the consolidated financial statementsreferred to above present fairly, in al material respects, the financia position of

Dollar Tree Stores, Inc. and subsidiaries as of December 31, 1995 and 1996, and the results of their operations and their cash flows for
each of theyears in thethree-year period ended December 31, 1996, in conformity with generally accepted accounting principles.

/s/ KPMG Peat Marwi ck
LLP

Norfol k, Virginia
January 21, 1997
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DOLLAR TREE STORES, | NC
AND SUBSI DI ARI ES
CONSQOLI DATED BALANCE SHEETS
DECEMBER 31, 1995 AND 1996

ASSETS

Current assets:

Cash and cash equival ents. ... ... ...
Accounts receivabl e. . ... .
Merchandi Se I NVENL Ori ©S. . . . oo oo e
Deferred tax asset (NOt e 2) . ... ... .. e
Prepai d expenses and other current assets..............uiiuiiiiininenennnnnns

Total CUrTent @SSl S. . ... ...ttt e

Property and equi pnent (Note 4):

Leasehol d i MProVEemMBNt S. . ...t e
Furniture and fixXtures. ... ... ... . .
Transportation Vehi Cl es. ... ... ...
CONSETUCET ON 1N PrOQgr @SS, . oot ettt e e e e e e e e e

Total property and equi PIBNL. .. ...ttt
Less accunul ated depreciation and anmortization.......... ... .. ...,

Net property and equi PMBNt. ...t
Deferred tax asset (NOt e 2) . ... ... .. e e

Goodwi I, net of accunulated anortization (Note 3).......... ... ... .. ... . ... ...
QL NI @SSl S it e

LI ABI LI TIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Accounts payabl €. ... ... .

Accrued liabilities (Note B). ... ... e

Income taxes payable (NOte 2) ... ... ... e

Current installnments of obligations under capital |leases (Note 4)............

Total current liabilities......... ... ... . i,

Seni or subordinated notes (Notes 6 and 8)........... ... ..ttt

Juni or subordinated notes (Notes 6 and 8)............. ... .. i

Revolving credit facility (NOte B) .. ... ... e
bl igations under capital |eases, excluding current installnments (Note 4)

Qher liabilities. . ...

Total liabilities...... ... i

Conmi t nents, contingencies and subsequent events (Notes 4, 7, 10 and 11)

Shar ehol ders' equity (Notes 7, 8 and 10):
Conmon stock, par value $0.01. Authorized 100, 000, 000 shares,
24,910, 629 shares and 25,898,172 shares issued and out standi ng

at Decenber 31, 1995 and 1996, respectively...... ... .. ...
Additional paid-in capital....... ... .. .
Retai Ned  arni NQS. . . ..o
Total shareholders' equity....... ... ... .. .. . i

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY............. ...

See accompanying Notes to Consolidated Financial Statements.
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1995

1996

(I N THOUSANDS,
EXCEPT SHARE DATA)

$ 22,415
380

40, 113
720

16, 591
21, 645
605
333

$ 2,987
1,855
75,081
2,002

$ 35, 296
14, 260
12, 607

302

259
31, 555
69, 776



DOLLAR TREE STORES, |INC
AND SUBSI DI ARl ES
CONSOLI DATED | NCOVE STATEMENTS

YEARS ENDED DECEMBER 31, 1994, 1995 AND 1996

1994

1995

1996

(I'N THOUSANDS, EXCEPT SHARE

Nt  Sal BS. ..o e $ 231, 601
Cost Of Sal ©S. . .o 145, 481
G 0SS Profit. .. 86, 120

Sel ling, general and administrative expenses (Notes 3,4,7,9 and 10):

Operati NG EXPENSES. . .o vttt it ettt e 54, 993
Depreciation and amdrtizati on.............. ... 4,186
Total selling, general and adm nistrative expenses.............. 59, 179
QperatiNg 1 NCOMB. . ..o e e e e 26, 941
Interest expense (NOte 6)........ ...t e 4,028
I nconme before incone taxes and extraordinary 10SS............ . ... . 22,913
Provision for income taxes (Note 2)...... ... ... . . . i 9, 546
Income before extraordinary | 0SS. ... ... 13, 367
Extraordinary |oss--Loss on early retirement of debt, net of
appl i cabl e incone tax benefit of $896 (Notes 2 and 6)................... 1, 253
Net I NCOME. . ..t $ 12,114
Net inconme per share:
Income before extraordinary | 0SS. ... ... $ 0. 49
EXtraordi Nary | 0SS, . ... (0. 05)
Net i NCOMB Per Share. .. ... ... ...ttt $ 0. 44
Wi ght ed average nunber of conmmon shares and comon share equival ents
out st andi ng:
Pr MBI Y. . 27,262, 000
Ful Ty diluted. ... 27,262,000

See accompanying Notes to Consolidated Financia Statements.
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Bal ance at Decenber
Net incone for
Decenber 31,

DOLLAR TREE STORES

I NC.

AND SUBSI DI ARl ES
CONSCLI DATED STATEMENTS OF SHAREHOLDERS' EQUI TY

YEARS ENDED DECEMBER 31,

31, 1993..... ... ... . ...,
the year ended

| ssuance of warrants (Note 8)...............

| ssuance of

Bal ance at Decenber
Net i ncome for
Decenber 31,
Conversion of Series A d ass
st ock,

no par

stock options (Note 10).........

31, 1994.................
the year ended

1995, . . ..
and |1,

into common st ock,

$0.01 par value............ i

Exerci se of

Bal ance at Decenber
Transfer from additiona
three-for-two stock split (Note 8)....
Net i ncome for

for

Decenber
| ssuance of
Pur chase
| ssuance of
Exerci se of

Bal ance at Decenber

stock options....................

31, 1995........ ... ... ..
paid-in capita

the year ended

31, 1996. ... ..
stock from Enpl oyee Stock

Plan (Note 10)...................
stock frompublic offering (Note 8)
stock options....................

31, 1996.................

Bl o rara EDGARpra

24,821, 854
88, 775

24,910, 629

9, 168
750, 000
228, 375

25, 898, 172

1994, 1995 AND 1996
SERIES A

CLASS |
STOCK
SHARES

12, 410, 927

(12, 410, 927)

2002

EDGAR Online, Inc

SERIES A

CLASS |1
STOCK
SHARES

12, 410, 927

(12, 410, 927)



DOLLAR TREE STORES, |NC
AND SUBSI DI ARl ES

CONSCLI DATED STATEMENTS OF SHAREHOLDERS' EQUITY
YEARS ENDED DECEMBER 31, 1994, 1995 AND 1996
ADDI Tl ONAL
COVVON PAID-I N RETAI NED
STOCK CAPI TAL EARNI NGS
(I'n Thousands)
Bal ance at Decenber 31, 1993................ $ - $ 796 $ 2,864
Net inconme for the year ended
Decenber 31, 1994............. ... ... ...... - - 12,114
I ssuance of warrants (Note 8)............... - 500 -
| ssuance of stock options (Note 10)......... - 1, 000 -
Bal ance at Decenber 31, 1994................. - 2,296 14,978
Net inconme for the year ended
Decenmber 31, 1995.......... ... . ... ... ... - - 20, 963
Conversion of Series Adass | and II,
no par stock, into common stock,
$0.01 par value............ ... .. . i 165 (165) -
Exerci se of stock options, net of incone
tax benefit of $592 (Note 10)............... 1 849 -
Bal ance at Decenber 31, 1995................. 166 2,980 35, 941
Transfer from additional paid-in capital
for three-for-two stock split (Note 8).... 83 (83) -
Net incone for the year ended
Decenber 31, 1996......................... - - 33,835
I ssuance of stock from Enpl oyee Stock
Purchase Plan (Note 10)................... - 180 -
I ssuance of stock frompublic offering (Note 8) 8 25, 325 -
Exerci se of stock options, net of income
tax benefit of $2,266 (Note 10)........... 2 3,153 -
Bal ance at Decenber 31, 1996................. $ 259 $ 31,555 $ 69,776
See accompanying Notes to Consolidated Financial Statements.
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DOLLAR TREE STORES, |INC
AND SUBSI DI ARl ES
CONSOLI DATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 1994, 1995 AND 1996

1994 1995 1996
(I'n thousands)
Cash flows from operating activities:
Net 1 NCOMB. . ... $ 12, 114 $ 20, 963 33, 835
Adj ustments to reconcile net incone to net cash provided by operating
activities:
Extraordinary | 0SS. .. ... 1, 253 - -
Depreciation and anmortization.............. ..., 4,186 5, 467 10, 527
Anmortization of original issue discount.................. 506 - -
Loss on disposal of property and equipment............... 146 248 275
Provision for deferred income taxes...................... (2,008) 579 (1, 010)
Increase in deferred conmpensation........................ 1, 000 - -
Changes in assets and liabilities increasing
(decreasi ng) cash and cash equival ents:
Accounts receivable......... ... .. ... . . (233) 46 (1, 026)
Merchandise inventories........... ..., (8,239) (8,069) (18, 673)
Prepai d expenses and other current assets............ (543) (810) (1, 544)
OQther assets......... ... i (58) (47) 683
Accounts payable........ ... . . . . 2,212 6, 441 9, 879
Accrued liabilities............ .. ... ... .. i, 1,329 2,348 3,426
Income taxes payable......... ... .. .. . . . . . .. 5,708 1, 558 2,833
Gher liabilities........ ... .. ... . . ... . . . .. .. ... ... 102 (1,531) 2
Total adjustments......... ... 5, 361 6, 230 5,372
Net cash provided by operating activities......... 17, 475 27,193 39, 207
Cash flows frominvesting activities:
Capital expenditures. ... ...t (6, 856) (11, 614) (16, 530)
Proceeds from sale of property and equipnent................... 1 32 59
Purchase of Dollar Bills, Inc., net of
cash acquired of $414. ... . . . . .. . . - - (52, 216)
Net cash used in investing activities............. (6, 855) (11, 582) (68, 687)
Cash flows from financing activities:
Proceeds from developnment facility........... ... ... .. .......... - - 52, 630
Repaynent of developnment facility.......... ... ... .............. - - (52, 630)
Repaynents of revolving credit facilities...................... (17, 250) (9, 550) (148, 643)
Proceeds fromrevolving credit facilities...................... 6, 150 9, 550 151, 643
Repaynents of senior subordinated notes........................ - - (7,000)
Proceeds fromjunior subordinated notes........................ 6, 500 - -
Repaynents of junior subordinated notes........................ - - (7,000)
Redenption premuns paid......... ...t (1, 262) - -
Proceeds fromsale of warrants............... ... ... ... .. ... .... 500 - -
Principal paynents on notes payable to bank.................... - - (6, 900)
Payment of credit facility fees............ ... . ... ... .. ..... - - (445)
Princi pal paynents under capital |ease obligations............. (107) (62) (271)
Proceeds from exercise of stock options........................ - 850 3,155
Proceeds frompublic offering.......... .. .. .. .. . . .. ... ... - - 25, 333
Proceeds from stock purchased under the
Enpl oyee Stock Purchase Plan............... ... ... ... - - 180
Net cash provided by (used in) financing
ACHI Vi ti @S, .\ttt (5, 469) 788 10, 052
Net increase (decrease) in cash and cash equivalents.............. 5,151 16, 399 (19, 428)
Cash and cash equivalents at beginning of year.................... 865 6, 016 22,415
Cash and cash equivalents at end of year.............. .. .. ........ $ 6,016 $ 22,415 $ 2,987
Suppl enent al disclosure of cash flow information: Cash paid during the year for:
LNt er eSSt . . o e $ 3,316 $ 2,634 $ 4,042
I NCOMB £ AXES. o o ittt e et e e e e e e e e e e $ 5, 846 $ 10, 396 $ 15, 656

See accompanying Notes to Consolidated Financial Statements.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
DESCRIPTION OF BUSINESS

Dollar Tree Stores, Inc. (DTS) owns and operates discount variety retail stores whichsall substantially all itemsfor $1.00. The
Company'sheadquarters and one of itsdistribution centers arelocated in Norfolk, Virginia. The Company also operates distribution
centers in Memphis, Tennessee and Woodridge, Illinois. Most of the Company'sstores are located in the eastern half of the United
States. The Company'smerchandise includes housewares, toys, seasona goods, gifts, food, stationery, health and beauty aids, books,
party goods, hardware and other consumer items. A substantial portion of the Company'smerchandise is purchased directly or
indirectly from countries in the Far East, principally China. The Company is not dependent on afew suppliers.

PRINCIPLES OF CONSOLIDATION

Effective January 1, 1995, DTS established two wholly owned subsidiaries, Dollar Tree Management, Inc. (DTM) and Dollar Tree
Distribution, Inc. (DTD), and transferred assetsto the new companies in exchange for stock. DTM provides management, retail store
leasing, accounting and administrative services to DTS for afee, and DTD provides merchandise procurement, purchasing,
warehousing and distribution services to DTS for a fee. Effective October 29, 1996, DTD established a wholly owned subsidiary,
Dollar Tree Properties, Inc. (DTP). DTP isorganized as areal estate holding company and will own certain undeveloped property.
The consolidated group is referred to throughout the notes as"the Company". The consolidated financial statementsinclude the
financial statementsof Dollar Tree Stores, Inc., and its wholly owned subsidiaries. All significant intercompany balances and
transactions have been eliminated in consolidation.

CASH AND CASH EQUIVALENTS

Cash and cash equivaents at December 31, 1995 includes approximately $20,700 of overnight repurchase agreementsand commercial
notes which are valued at cost, which approximates market. Therewere no such investments held at December 31, 1996. For purposes
of the statements of cash flows, the Company considers al highly liquid debt instrumentswith original maturities of three monthsor
lessto be cash equivalents.

MERCHANDISE INVENTORIES

Merchandise inventories are stated at thelower of cost or market. Cost is assigned to store inventories usingthe retail inventory
method, determined on afirst-in, first-out (FIFO) basis. Costs directly associated with warehousing and distribution are capitalized as
merchandise inventories. Total warehousingand distribution costs capitalized into inventories amounted to $2,592 and $4,660 at
December 31, 1995 and 1996, respectively.

30

PROPERTY AND EQUIPMENT

Property and equipment are stated at cost. Furniture and fixtures are depreciated using the straight-line method over four to seven
years, the estimated useful lives of therespective assets. Transportation vehicles are depreciated using the straight-line method over
four to six years, the estimated useful lives of the respective assets. Leasehold improvements and assets held under capital leases are
amortized using the straight-line method over threeto ten years, the estimated useful lives of the respective assets or termsof the
related leases, whicheverisless.

GOODWILL

Goodwill, which represents the excess purchase price over fair value of net assets acquired, is amortized on a straight-line basis over
25 years. The Company assesses therecoverability of thisintangible asset by comparing the carrying amount of the asset to expected
future net cash flows of the acquired organization. The assessment of therecoverability of goodwill will be impacted if estimated
future net cash flowsare not achieved.

IMPAIRMENT OF LONG-LIVED ASSETS AND LONG-LIVED ASSETS TO BE DISPOSED OF

The Company adopted the provisions of SFAS No. 121, ACCOUNTING FORTHE IMPAIRMENT OF LONG-LIVED ASSETS
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AND FOR LONG-LIVED ASSETSTO BE DISPOSED OF, on January 1, 1996. Adoption of thisStatement did not have an impact
on the Company's financial position or results of operations.

COST OF SALES

The Company includes the cost of merchandise, warehousing and distribution costs, and certain occupancy costs in cost of sales.
STORE OPENING COSTS

The Company expenses store opening costs when the store opens.

INCOME TAXES

Income taxes are accounted for under the asset liability method. Deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable incomein the
yearsin which those temporary differences are expected to be recovered or settled. The effect on deferred tax assetsand liabilities of a
change in thetax ratesisrecognized inincomein the period that includesthe enactment date.

NET INCOME PER SHARE

Net income per share has been computed by dividing net incomeby theweighted average number of common shares and common
share equivalents outstanding.

31

Common share equivalentsinclude all outstanding stock options and warrants after applying the treasury stock method. The market
price usedin applying thetreasury stock method was $10.00 per sharefor the periods prior to March 6, 1995 and the closing market
price of the stock at the end of each week thereafter. All warrantsand options (collectively, "equity instruments') outstanding through
December 31, 1994 are included in the calculation of theweighted average number of common shares and common share equivalents
for net incomeper share computations in accordance with therules of the Securitiesand Exchange Commission for the year ended
December 31, 1994.

In connection with a stock dividend authorized by the Board of Directors, the Company issued one-half sharefor each outstanding
share of Common Stock, payable April 19, 1996 to shareholders of record as of April 5, 1996. All shareand per share datain these
consolidated financia statements and the accompanying notes have been retroactively adjusted to reflect this dividend, having the
effect of athree-for-two stock split.

USE OF ESTIMATES

Management of the Company hasmade a number of estimates and assumptionsrelating to the reporting of assets and liabilitiesand the
disclosure of contingent assets and liabilitiesto prepare these consolidated financial statements in conformity with generally accepted
accounting principles. Actual results could differ from those estimates.

NOTE 2- INCOME TAXES

The provision for income taxes attributable to income from continuing operations for theyears ended December 31, 1994, 1995 and
1996 consists of the following:
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1994 1995 1996

Federal --Current........... $ 8, 810 $ 10, 966 $ 19, 160
Federal --Deferred.......... (1, 005) 468
(877)
State--Current............. 1, 848 1, 580 3,031
State--Deferred............ (107) 111
(133)

$ 9, 546 $ 13,125 $ 21,181

The provision for total incometaxes for the year ended December 31, 1994 was allocated asfollows:

Income fromcontinuing operations.......................... $ 9, 546
Extraordinary 1 0SS. . ...
(896)
$ 8, 650
32

A reconciliation of the statutory Federal income tax rate and the effective rate for the years ended December 31, 1994, 1995 and 1996
follows:

1994 1995 1996
Statutory tax rate........ .. .. .. .. .. 35. 0% 35. 0%
35. 0%
Ef fect of:
State and | ocal inconme taxes, net of
Federal inconme tax benefit.............. 5.1 3.3 3.4
Qher, net.......... ... 1.6 0.2 0.1
Effective tax rate........... ... 41. 7% 38. 5%
38. 5%

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for incometax purposes. Deferred tax assets and liabilities are classified on the
balance sheet based on the classification of the underlying asset or liability. Significant components of the Company's net deferred tax
assets as of December 31, 1995 and 1996 are as follows:
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1995 1996
Deferred tax assets:
Extraordinary |oss, due to wite off
of original issue discount and redenption
prem uns for book purposes which were

capitalized for tax purposes.................... $ 407 $ -
Def erred conpensation, due to accrual for

financial reporting purposes.................... 353 247
Property and equi prent, principally due to

differences in depreciation..................... 1,311 1,921
Accrued expenses, due to accrual for financial

Freporting PUrPOSES. . .ottt 590 1,432
Inventories, due to differences in inventory

val uation for book and tax purposes............. 495 1,212

Total deferred tax assets................... 3,156 4,812

Deferred tax liabilities:
Supplies inventory, due to difference in
accounting for store supplies for book

and tax PUrPOSES. ...ttt (217)
(174)
Goodwi ||, due to differences in anortization......... -
(689)
Total deferred tax liabilities.............. (217)
(863)
Net deferred tax assets..................... $ 2,939 $ 3, 949

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of
the deferred taxeswill not be realized. Based upon the availability of carrybacks of future deductible amountsto 1994, 1995 and 1996
taxable income and management's projections for future taxable income over the periods in which the deferred tax assets are
deductible, management believes the existing net deductible temporary differences will reverse during periods in which carrybacks are
available and/or in which the Company generates net taxable income. However, there can be no assurance that the Company will
generate any income or any specific level of ¢ ontinuing income in future years.
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NOTE 3- ACQUISITION

On January 31, 1996, the Company acquired al of the outstanding capital stock of Dollar Bills, Inc. ("Dollar Bills"), formerly known
as Terrific Promotions, Inc., which owned and operated 136 discount variety retail stores under the name Dollar Bill$. The Company
has assumed operations of adistribution center and wholesale division in the Chicago area. The acquisition was accounted for by the
purchase method of accounting and these consolidated financial statementsinclude the operating results of Dollar Billsfrom the date
of acquisition through December 31, 1996. The acquisition cost for the purchasewas allocated on the basis of the estimated fair value
of assets acquired and liabilities assumed withthe excess purchase price allocated to goodwill. Total cash paid was $52,630 and
goodwill of $48,170 was recorded on thedate of acquisition. Accumulated amortization relating to goodwill approximates $1,765 at
December 31, 1996.

The following unaudited pro forma consolidated income statement information combines the consolidated historical results of the
Company with the historical resultsof Dollar Billsfor theyears ended December 31, 1995 and 1996, after giving effect to certain
adjustments, as explained below, before any nonrecurring charges or credits, such as severance costs, one-timetraining costs, and
other nonrecurring operational costs of thetransaction.

These unaudited pro forma consolidated statements do not purport to be indicative of the resultsthat would have occurred had the

[T S— .
E=amas EDGARSr 9002, EDGAR Online. Inc.




transaction taken place at the beginning of the periods presented or of future resullts.

Pro form
i ncone st at enent
(Unaudi t ed)
1995 1996
Net sales.......... ... i, $ 404, 079 499, 519
Goss profit............ ... ... ....... 140, 176 183, 940
Selling, general and
adm ni strative expenses (96, 144)
(124, 171)
Qperating income..................... 44,032 59, 769
I nterest expense (6,973)
(5, 567)
I ncome before inconme taxes........... 37,059 54, 202
Provi sion for inconme taxes (14, 268)
(20, 867)
Net income.............. ... $ 22,791 33,335
Net income per share:
Primary...... ..., $ 0.83 1.18
Fully diluted.................... $ 0. 83 1.17

The pro forma 1995 income statement reflects adjustments related to the elimination of duplicative operating costs associated with
Dollar Bills corporate headquarters and distribution facility; amortization of goodwill

34

over a 25 year period; interest expense related to acquisition debt; and income taxes relating to the conversion of Dollar BillstoaC
corporation at an assumed effective rate of 38.5%.

The pro forma 1996 income statement reflects adjustments related to the January 1996 operating results of Dollar Bills; elimination of
duplicative operating costs associated with Dollar Bills' corporate headquarters and distribution facility; amortization of goodwill;

interest expense related to the acquisition debt; and incometaxes relating to the conversion of Dollar Billsto a C corporation at an
assumed effective rate of 38.5%.

Pro formaincome per common shareis computed by dividing pro formanet incomeby theweighted average number of common
shares and common share equivalents outstanding. Common share equivalents include all outstanding stock options and warrants after
applying the treasury stock method. The market price used in applying the treasury stock method was $10.00 per share prior to March
6, 1995, and the closing market price of the stock at the end of each week thereafter.

NOTE 4- LEASES

Future minimum lease payments under noncancelable store and corporate headquarters operating |eases and the present value of future
minimum capital lease paymentsas of December 31, 1996 are as follows:
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Capi t al

Operating
| eases | eases

Year endi ng Decenber 31. a-------

1997, . . $ 400 $
32,468

1998. . .. 373
29,912

1999. . .. 306
24, 646

2000. . .. 296
18, 738

2001, ... 227
11, 468

Later years............ccoiiii... 6
19, 357
Total mninum | ease paynents............ 1, 608 $
136, 589
Less anmpunt representing interest (at

average rate of approximately 8%. .. 255
Present value of net nininmmcapita

| ease payments...................... 1, 353
Less current installments of

obligations under capital |eases.... 302
ol i gations under capital |eases,

excluding current installnments...... $ 1, 051

The above paymentsinclude amounts for |eases that were signed prior to December 31, 1996 for stores that were not open as of
December 31, 1996. Minimum rental paymentsfor operating leases do not include contingent rentals that may be paid under certain
store leases on a percentage of sales in excess of stipulated amounts.

Included in property and equipment at December 31, 1995 and 1996 areleased furniture and fixtures and transportation vehicles with
acost of $565 and $1,671 and accumulated amortization of $58 and $373 at December 31, 1995 and

35
1996, respectively. The Company entered into capital |ease agreementsduring 1996 for property and equipment with a net present
value of approximately $931. This transaction was a noncash transaction and, accordingly, has been excluded from the accompanying

statements of cash flows.

Rental expense for store and warehouse operating leases included in the accompanying consolidated income statementsfor the years
ended December 31, 1994, 1995 and 1996 was as follows:
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1994
Mnimumrentals............ .. ... ... $ 13,198
27,685
Contingent rentals......................... 961
1, 060
Total .......... . $ 14,159
28, 745

NOTE 5- ACCRUED LIABILITIES

Accrued liabilities as of December 31, 1995 and 1996 consisted of thefollowing:

Conpensation and benefits............................
6, 186
Taxes (other than incone taxes)......................
6, 934
L =T
1, 140

NOTE 6- LONG-TERM DEBT

Long-term debt asof December 31, 1995 and 1996 consisted of the following:

XY
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1995

$ 16,619
1,231

$ 17,850

1995

$ 4,282
4,006

651

$

1996

1996



1995

1996
9% Seni or Subordinated Notes................... $ 7,000 $
9% Juni or Subordinated Notes................... 7, 000
Revolving Credit Facility...................... -
3, 000

Total ..o $ 14, 000 $
3, 000

On September 30, 1993, the Company executed a plan of recapitalization which restructured its debt and equity. Pursuant to that plan,
the Company issued $7,000 of callable 12% Senior Subordinated Noteson September 30, 1993, at a $500 discount, to the holders of
Series A Class | stock and $7,000 of callable 12% Junior Subordinated Notes on February 22, 1994, at a $500 discount, to the holders
of Series A Class |1 stock.

On December 31, 1994, the Company redeemed and extinguished its callable 12% Senior Subordinated Notes and 12% Junior
Subordinated Notes. As part of this transaction, the Company paid a redemption premium of approximately $1,300 and issued $7,000
of noncallable 9% Senior Subordinated Notes to the previous holders of the 12% Senior Subordinated Notes and $7,000 of
noncallable 9% Junior Subordinated Notes to the previous holders of the 12% Junior Subordinated Notes (collectively, "9%
Subordinated Notes"). The Company recorded an extraordinary loss of approximately $1,300 (net of income tax benefit of $896) on
the early retirement of debt. The 9% Subordinated Notes werepaid in full during June of 1996.
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Interest expense on all related party debt was $1,771, $1,260 and $574 for theyears ended December 31, 1994, 1995 and 1996,
respectively.

On January 11, 1996, the Company replaced its previous Credit Agreement, with anew Credit Facility which provided for, anong
other things: (1) a $60,000 development facility, bearing interest at LIBOR, plus a spread, with an up-front commitment fee of $198
and (2) a $60,000 working capital lineand letter of credit facility, bearing interest at LIBOR, plus a spread.

On September 27, 1996, the Company entered into an amended and restated Revolving Credit Agreement with itsbanks (the
Agreement). The Agreement provides for, among other things: (1) a$135,000 revolving line of credit, bearing interest at the agent
bank’s prime interest rate or LIBOR, plus a spread, at the option of the Company; (2) an annual facilitiesfee and annual agent'sfee
payable quarterly; and (3) thereduction of amounts outstanding under the facility for a period of 30 consecutive days between each
December 1 and March 1 to the following:

Decenber 1, 1996 to March 1, 1997 $
40, 000

Decenber 1, 1997 to March 1, 1998

30, 000

Decenber 1, 1998 to March 1, 1999

20, 000

Decenber 1, 1999 to March 1, 2000

10, 000
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The Agreement, among other things, requires the maintenance of certain specified financial ratios, restricts the amount of capital
expenditures and the payment of certain distributions, prohibits the incurrence of certain new indebtedness and establishes certain
minimum beneficial ownership requirements of the founding shareholders. The Agreement matures on May 31, 2000 and was secured
by substantially all of the Company'sassets at December 31, 1996. As discussed in Note 11, the Agreement wasamended to remove
collateral requirementsin January, 1997. The outstanding balance under the Agreement at December 31, 1996 was $3,000. During
1996, the weighted average interest rate charged by the banks under the Company's credit agreements approximated 6.5%.

The carrying value of the Company'slong-term debt approximates thefair value. The fair valueis estimated by discounting the future
cash flows of each instrument at rates offered for similar debt instruments of comparable maturities.

NOTE 7- RELATED PARTY TRANSACTIONS

The Company isa party to alease agreement for the corporate headquarters and Norfolk distribution center with a partnership owned
by certain Company shareholders. The lease includesland, abuilding and certain equipment and has aremaining term of eight years
with options to renew for three five-year periods. The lease currently provides for an aggregate annual rental payment of $656 whichis
included in the future minimum lease paymentsin Note 4. The total payments related to thislease were $762, $765 and $746 for the
yearsended December 31, 1994, 1995 and 1996, respectively.
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On September 30, 1993, the Company entered into a financial and management advisory service agreement with one of its
nonemployee shareholders. The agreement initially provided for the payment of $250 annually. During 1995, the shareholder agreed to
reduce the annual payment to $200 over the remaining term of the agreement. The agreement is terminable by vote of the Board of
Directors. During theyears ended December 31, 1994, 1995 and 1996, the Company paid $250, $210 and $200, respectively, under
this agreement.

NOTE 8- SHAREHOLDERS EQUITY

Asdiscussed in Note 6, on September 30, 1993, the Company executed a plan of recapitalization which restructured itsdebt and
equity.

Pursuant to that plan, the Company issued unattached warrants to purchase 1,241,091 shares of Series B Class | stock on September
30, 1993 for $0.40 per warrant (the " September Warrants'). The September Warrants were issued together with the $7,000 12%
Senior Subordinated Notes pursuant to the termsof a Stock Purchase Agreement entered into on September 30, 1993 (the " Stock
Purchase Agreement").

On February 22, 1994, the Company issued unattached warrantsto purchase 1,241,091 shares of Series B Class || stock for $0.40 per
warrant (the "February Warrants'). The February Warrants contained substantially identical terms to the September Warrants and were
issued together with the $7,000 12% Junior Subordinated Notes pursuant to the termsof the Stock Purchase Agreement. The
commitment to issue the February Warrants arose on September 30, 1993 when the Stock Purchase Agreement was entered into; thus,
the measurement date for purposes of determining any compensation expense for the February Warrants was September 30, 1993.

All warrants carry anexercise price of $1.93 per share, are exercisable upon the occurrence of certain events, and expire on December
31, 2003. All warrants were outstanding at December 31, 1996.

On January 13, 1995, the Company filed a Registration Statement on Form S-1 under the Securities Act of 1933 and, in connection
with this filing, each share of its Series A Class | and Class |1 stock and SeriesB Class| and Class |1 stock was split 1.65479 for 1.

Effective February 1, 1995, the Articles of Incorporation wereamended to authorize 50,000,000 shares of Common Stock, $0.01 par
value per share, and 10,000,000 shares of Preferred Stock, $0.01 par value per share. Uponthe closing of theinitial public offering,
each share of the Company's Series A Class | and Class |1 Stock automatically converted into one share of the Company's Common
Stock. On July 23, 1996, the shareholders of the Company approved an increase in authorized shares of Common Stock from
50,000,000 to 100,000,000 shares.

On June 10, 1996, the Company sold 750,000 shares of Common Stock, $0.01 par value per share, pursuant to the registration
statement filed on Form S-3 under the Securities Act of 1933. In connection with this offering, the Company received $25,333, net of
offering expenses.
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In connection with a stock dividend authorized by the Board of Directors, the Company issued one-half sharefor each outstanding
share of Common Stock, payable April 19, 1996 to shareholders of record as of April 5, 1996. All shareand per share datain these
consolidated financia statements and the accompanying notes have been retroactively adjusted to reflect this dividend, having the
effect of athree-for-two stock split.

NOTE 9- PROFIT SHARING AND 401(K) RETIREMENT PLAN

The Company maintains a defined contribution profit sharing and 401(k) plan which isavailable to al employees over 21 yearsof age
who have completed one year of service in whichthey have worked at least 1,000 hours. Eligible employees may make elective salary
deferrals. The Company may make matching contributions at its discretion.

Contributions to and reimbursements by the Company of expenses of the planincluded in the accompanying consolidated income
statementsfor the years ended December 31 were asfollows:

NOTE 10- STOCK COMPENSATION PLANS

At December 31, 1996, the Company hasthree stock-based compensation plans, which are described below. The Company applies
APB Opinion No. 25 and related Interpretations in accounting for itsplans. Accordingly, no compensation cost hasbeen recognized in
the accompanying consolidated income statementsfor its 1995 Stock Incentive Plan and its Employee Stock Purchase Plan. The
compensation cost that hasbeen charged against income for its Stock Option Plan was$1,000 in 1994.

The Company adopted the disclosure-only option under SFAS No. 123, ACCOUNTING FOR STOCK-BASED COMPENSATION,
(SFASNo. 123) as of January 1, 1996. If the accounting provisions of the new Statement had been adopted as of the beginning of
1995, the Company's net income and earnings per sharewould have been reduced to the pro formaamounts indicated below:

1995 1996
Net i ncomne:
As reported ... $20, 963
$33, 835
Pro forma ... ... . . $20, 617
$32, 289
Net income per share:
As reported ... ... ... $ 0.76 $1.19
Pro forma ... ... . $ 0.75 $ 1.15

The full impact of calculating compensation cost for stock optionsunder SFAS No. 123 is not reflected in the pro formanet income
and net income per share amounts presented above because compensation cost is reflected over the options vesting periods and
compensation cost for options granted prior to January 1, 1995 is not considered.
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FIXED STOCK OPTIONSPLANS

The Company has two fixed option plans. Under the Non-Qualified Stock Option Plan (*SOP"), the Company granted options to its
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employees for 310,294 shares of common stock in 1993 and 310,511 sharesin 1994. Options granted under the SOP have an exercise
price of $2.90 and are fully vested at date of grant. Compensation expense related to the 1994 grant of options, amounting to $1,000,
was recorded in operating expensein March 1994,

Under the 1995 Stock Incentive Plan ("SIP"), the Company may grant options to its employees for up to 900,000 shares of common
stock. Under the terms of the SIP, options for no more than 270,000 shares of common stock may be granted in any calendar year. The
exercise price of each option equals the market price of the Company'sstock at the date of grant, unless a higher price is established by
the Board of Directors, and anoption's maximumterm isten years. Options granted under the SIP vest over athree-year period.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model withthe following
weighted-average assumptions used for grants in 1995 and 1996:

Qut st andi ng at
begi nni ng
of year

G ant ed

Exerci sed

Forfeited

Qut st andi ng at
end of year

Expected term
years
Expected volatility

STOCK OPTI ON

Options exercisabl e

at year end

Wi ght ed average fair
val ue of options
granted during

the year

Annual dividend yield
Ri sk-free interest rate
6.59-6. 74%
40
1994
Wi ght ed
Aver age
Exerci se
Shar es Price Shar es
310, 294 $2. 90 616, 926
310, 511 2.90 270, 048
- - (88, 775)
(3,879) 2.90 (4,684)
616, 926 2.90 793, 515
616, 926 2.90 524, 781
$6. 12*

* Fair value of 1994 options determined by theBoard of Directors in 1994.
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ACTIVITY

Wi ght ed

Aver age

Exerci se
Price

$2. 90
12.94
2.90
4.89

6.31

$8. 72

EDGAR Online, Inc.

8-10
49%
0%
1996
Wi ght ed
Aver age
Exerci se
Shar es Price
793, 515 $6. 31
256, 575 32.53
(228, 375) 3.90
(20, 740) 23.76
800, 975 14. 94
412, 335 5.56
$22. 77



STOCK CPTI ONS QUTSTANDI NG AND EXERCI SABLE

Options Cutstanding Options Exercisable
Wi ght ed
Nunber Aver age Wi ght ed Nunmber Wi ght ed
Range of Qut st andi ng Remai ni ng Aver age Exer ci sabl e Aver age
Exerci se at Decenber 31, Contr act ual Exerci se at Decenber 31, Exerci se
Prices 1996 Life Price 1996 Price
$ 2.90 324, 651 (a) $2. 90 324, 651 $ 2.90
$10.00 to $17.75 235, 804 8.4 years 13. 30 79, 684 14.13
$22.83 to $33.50 240, 520 9.3 years 32.81 8, 000 28.25
$ 2.90 to $33.50 800, 975 8.9 years $14.94 412, 335 $ 5.56

(a) Options granted under the SOP in 1993 and 1994 have no expiration date. They are therefore not included in thetotal weighted
averageremaining life.

EMPLOYEE STOCK PURCHASE PLAN

Under the Dollar Tree Stores, Inc. Employee Stock Purchase Plan ("ESPP"), the Company is authorized to issue up to 225,000 shares
of common stock to eligible employees. Under theterms of the ESPP, employees can choose to have up to 10
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percent of their annual base earnings withheld to purchase the Company's common stock. The purchase price of the stock is 85 percent
of thelower of the price at the beginning or the price at the end of the quarterly offering period. Under the ESPP, the Company has
sold 9,168 shares as of December 31, 1996. At December 31, 1996, the Company wasobligated to issue 1,887 shares under the plans.
These shares wereissued subseguent to year end.

Under SFAS No. 123, compensation cost is recognized for thefair value of the employees’ purchase rights, which wasestimated using
the Black-Scholes model with thefollowing assumptions:

Expected term 3 nont hs
Expected volatility 22% to 30%
Annual dividend yield 0%

Ri sk-free interest rate 5.32% 5. 68%

(annual i zed)

The weighted averagefair value of those purchase rights granted in 1995 and 1996 was$4.58 and $5.29, respectively.
NOTE 11- SUBSEQUENT EVENTS

During January of 1997, the Company purchased approximately 49 acres of land in Chesapeake, Virginia, approximately 10 miles
from its Norfolk location for approximately $3,300. The Company plans to replace its Norfolk facility witha new office building and
distribution center which will include a new automated conveyor and sortation system. The Company has also entered into contractsto
construct and equip thenew facility. Total commitments under these contracts approximate $25,700. The new facility is scheduled to
begin operations during 1998.

In preparation for moving to the Chesapeake facility, the Company has listed its Norfolk headquarters and distribution center facility
with acommercial real estate agent for sublease. The Company'scurrent lease on its Norfolk facility expiresin June, 2004, and the
Company will be responsible for rent paymentsthrough this date if a suitable sublesseeisnot found.

On January 25, 1997, the Company amended its revolving credit agreement to remove collateral security and modify certain financial
ratio requirements.
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Subsequent to year end, the Company was in the process of issuing $30,000 in senior unsecured debt. The proceeds from the debt,
whichwill be issued by Dollar Tree Distribution, Inc. and guaranteed by Dollar Tree Stores, Inc. and Dollar Tree Management, Inc.,
will be usedto repay existing indebtedness and for general corporate purposes. The debt will provide for principal payments of $6,000
payable at the end of yearsthreethrough seven, with the final payment due at maturity in May 2004. The debt will bear interest at a
fixed per annum rate equal to the yield on the 5-year U.S. Treasury security plus a spread, which wasundetermined asof the date of
the financial statements. Interest is payable semi-annually over the lifeof the debt. The terms of the debt require, among other things,
the maintenance of certain specified ratios.

On March 18, 1997, the Company granted to employees optionsto purchase 337,750 shares of the Company's Common Stock.
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ITEM 9.CHANGESIN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE.

None.
PART 111
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERSOF THE REGISTRANT
The information concerning the Company's Directors and Executive Officers required by this Itemisincorporated by reference to
Dollar Tree Stores, Inc.'sProxy Statement relatingto the Company's Annual Meeting of Shareholdersto be held on June 4, 1997 (the

"Proxy Statement"), under the caption "Election of Directors'.

Information set forth in the Proxy Statement under the caption "Compliance with Section 16(a) of the Securities and Exchange Act of
1934", with respect to director and executive officer compliance with Section 16(a), isincorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

Information set forth in the Proxy Statement under the caption "Compensation of Executive Officers’, with respect to executive
compensation, isincorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Information set forth in the Proxy Statement under the caption "Ownership of the Common Stock of the Company", with respect to
security ownership of certain beneficial owners and management, is incorporated herein by reference.

ITEM 13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS

Information set forth in the Proxy Statement under the caption "Certain Relationships and Related Transactions' isincorporated herein
by reference.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTSON FORM 8-K
(a) Documentsfiled as part of thisreport:

1. Financia Statements. Reference is made to the Index to the Consolidated Financia Statements set forth under Part 11, Item 8, on
page 24 of this Form10-K.

2. Financid Statement Schedules. All schedules for which provision is made in the applicable accounting regulations of the Securities
and Exchange Commission are not required under therelated instructions, are not applicable, or the information isincluded in the
Consolidated Financial Statements, and therefore have been omitted.

3. Exhibits. The exhibits listed on the accompanying Index to Exhibitsare filed as part of, or incorporated by referenceinto, this
report.
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(b) No report on Form 8-K was filed by the Company during thelast quarter of 1996.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant hasduly caused this report
to be signed onits behalf by the undersigned, thereunto duly authorized.

DOLLAR TREE STORES, INC.

DATE: March 28, 1997 By: /sl Macon F. Brock, Jr.

Macon F. Brock, Jr
Presi dent and Chi ef Executive
O ficer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by thefollowing persons on
behalf of the Registrant and in the capacities and on the dates indicated.
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Si gnature Title Dat e

/sl J. Douglas Perry Chai rman of the Board; March 28,
1997
---------------------- Di rector

J. Douglas Perry

/sl Macon F. Brock, Jr. Presi dent and Chief Executive March 28,
1997
----------------------- Oficer; Director (principal

Macon F. Brock, Jr. executive officer)
/'s/ H Ray Conpton Executive Vice President and March 28,
1997

------------------------ Chief Financial Oficer; Director
H Ray Conpton (principal financial and
accounting officer)

/sl John F. Megrue Vice Chairman; Director March 28,
1997

John F. Megrue

/sl Allan W Karp Director March 28,
1997

Allan W Karp

/'s/ Thomas A. Saunders D rector March 28,
1997

Thomas A. Saunders

/sl Alan L. Wirtzel D rector March 28,
1997

Director
Frank Doczi Date
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Index to Exhibits
3 Articles and Bylaws

3.1 Third Restated Articles of Incorporation of Dollar Tree Stores, Inc. (the "Company"), as amended (Exhibit 3.1 to the Company's
Quarterly Report on Form 10-Q for thefiscal quarter ended September 30, 1996 incorporated herein by this reference).

3.2 Second Restated Bylaws of the Company (Exhibit 3.2 to the Company's Registration Statement on Form S-1, No. 33-88502,
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incorporated herein by this reference).
10 Materia Contracts
(a) The following documents are filed herewith:

10.1 Purchase and Sale Agreement by and among Volvo Carsof North America, Inc. the Company, Dollar Tree Properties, Inc. and
Dollar Tree Distribution, Inc.

10.2 First Amendment to Amended and Restated Revolving Credit Agreement by and among the Company, Dollar Tree Distribution,
Inc., Dollar Tree Management, Inc. Andthe Banksand The First National Bank of Boston asAgent for the Banks.

10.3 First Amendment to the Company's Stock Incentove Plan.

(b) The following document filed asExhibit 10.1 to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended
September 30, 1996 isincorporated herein by this reference:

10.4 Amended and Restated Revolving Credit Agreement (the"Amended Credit Agreement”) among the Company, Dollar Tree
Distribution, Inc., Dollar Tree Management, Inc., and The First National Bank of Boston, NationsBank, N.A., Signet Bank, Crestar
Bank, First Union National Bank of Virginia, Amsouth Bank of Alabama, and Union Bank of California, N.A. (collectively, the
"Banks').

(c) Thefollowing documentsfiled as Exhibit 10.19 - Exhibit 10.21 to the Company's Quarterly Report on Form 10-Q for the fiscal
quarter ended March 31, 1996 areincorporated herein by this reference:

10.5 Fourth Amendment to Dollar Tree Stores, Inc. Amended and Restated Stock Option Plan (the "Stock Option Plan™) (with forms
of Second Amendment to 1993 Stock Option Agreement and Second Amendment to 1994 Stock Option Agreement).

10.6 Technical Clarification to Dollar Tree Stores, Inc. Employee Stock Purchase Plan (the " Stock Purchase Plan").

10.7 Second Amendment to the Amended and Restated Dollar Tree Stores, Inc.
Deferred Compensation Plan (the "Deferred Compensation Plan).
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(d)
Annual

10.

(e)

10.

(f)

10.

(9)

10.

10.

10.

10.
10.

10.
10.

10.

1993

(h)

10.
1993

10

11

12

13

14
15

16

17

18

19

The foll owi ng docunment filed as Exhibit 10.14 to the Conpany's

Report on Form 10-K for the fiscal year 1995 is incorporated herein
by this reference:

Non- Conpetition Agreenents--M chael Al per and Panela Al per.

The followi ng docunment filed as Exhibit 2 to the Conpany's Current
Report on Form 8-K dated February 14, 1996 for the fiscal year
1995 are incorporated herein by this reference:

Agreement for Sale and Purchase of Stock.

The foll owi ng docunment filed as Exhibit 10.1 to the Conpany's
Quarterly Report on Form 10-Q for the fiscal quarter ended June
30, 1995 is incorporated herein by this reference:

Third Armendrment to the Stock Option Plan.
The followi ng docunents filed as Exhibit 2.1, Exhibit 10.3, and
Exhibit 10.13 - Exhibit 10.19 to the Conpany's Quarterly Report on

Form 10-Q for the fiscal quarter ended March 31, 1995 are
i ncorporated herein by this reference:

Amended and Restated Stockhol ders Agreenent effective March 13, 1995
among t he Conpany, John F. Megrue, Thomas A. Saunders, 111, and
certain sharehol ders.

Form of First Amendment to the Warrant for the Purchase of Shares
of Common Stock of the Conpany.

Second Anendrent to the Stock Option Plan.
First Amendnent to the Deferred Conpensation Plan.

Dol lar Tree Stores, Inc. Stock Incentive Plan (the "Stock Incentive
Pl an").

Dol lar Tree Stores, Inc. Enployee Stock Purchase Pl an

First Amendnent to the Advisory Agreenent between the Conpany and
Saunders, Karp & Conpany, L.P. (The "Advisory Agreenent").

Assi gnnent of the Industrial Lease Agreenent between Industri al
Devel opnents International, Inc. And the Conpany dated August 9,

(the "Industrial Lease Agreement").
The followi ng docunent filed as Exhibit 2.1, Exhibit 2.3, Exhibit
10.8, Exhibit 10.19, Exhibit 10.20, Exhibit 10.27, Exhibit 10.31

Exhibit 10.33 to the Conpany's Registration Statement on Form S-1,
No. 33-88502, incorporated herein by this reference:

Agreenment for the Purchase and Sal e of Stock dated Septenber 24,

among J. Douglas Perry, Patricia W Perry, Micon F. Brock, Jr., Joan
P. Brock, H Ray Compton and The SK Equity Fund, L.P.
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10.20 Securities Purchase Agreenent dated Septenber 30, 1993 anong the
Conpany, J. Douglas Perry, Patricia W Perry, Micon F. Brock, Jr,
Joan P. Brock, H Ray Conpton, John F. Megrue, Thonas A

Saunder s,

I, Allan W Karp, Christopher K Reilly, and the SK Equity
Fund,

L.P. and the First Anendnment thereto.

10.21 Formof Warrant for the Purchase of Shares of Commbn Stock of the
Conpany.

10.22 Stock Option Plan with exhibits thereto (including the
Restrictive
Stock Agreenent) and First Anendnment thereto.
10.23 Deferred Conpensation Pl an.

10. 24 Advi sory Agreenent (annual fee) between the Conpany and Saunders,
Karp & Co., L.P. (The "Advisory Agreenent").

10.25 Industrial Lease Agreenent and First Amendment thereto.

10.26 Lease dated October 1, 1991 by and between DWK Associates and the
Conpany (Parcel 29), Amendnent and Assignment.

10. 27 Lease dated October 1, 1991 by and between DWK Associates and the
Conpany (Parcel 31), Amendnent and Assignment.

21 Subsidiaries of the Registrant
21.1 Subsidiaries
23 Consentsof Experts and Counsel
23.1 Consent of Independent Auditors
27 Financial Data Schedule
27.1 Financial Data Schedule
Exhibit 10.1

PURCHASE AND SALE AGREEMENT
THIS PURCHASE AND SALE AGREEMENT, made this 7th day of January, 1997, by and between VOLVO CARS OF NORTH
AMERICA, INC., aDelaware corporation ("Seller"); and DOLLAR TREE STORES, INC., a Virginia corporation and/or assigns
("Buyer"), DOLLAR TREE PROPERTIES, INC., aVirginia corporation ("DTP"') and DOLLAR TREE DISTRIBUTION, INC., a
Virginia corporation ("DTD").

WITNESSETH:

1. PROPERTY. Seller agreesto sell and Buyer agrees to buy at the price and upon theterms and conditions herein set forth that
certain parcel of land in the City of Chesapeake, Virginia(the "City"), containing approximately 48.79 acres, shown as Parcels 10B-1
and 10B-2 together withthe land designated "Proposed Executive Boulevard 80' R/W," (the "Property") on that certain plat entitled,
"Preliminary Subdivision Plat of Parcel 10B Volvo Tract" made by Engineering Services, Inc., and dated December 19, 1996,
attached hereto as Exhibit A and by thisreference made a part hereof ("Preliminary Plat"). The parties acknowledge that Buyer intends
to develop the Property as a corporate office, warehouse and distribution center (the "Project”). The parties further acknowledge that
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Buyer's development plans may require realignment of boundary lines, as Buyer's architects and engineers may specify, and the parties
agree to cooperate in determining the final boundaries of the Property prior to recording afinal subdivision plat (the " Subdivision
Plat").

2. PURCHASE PRICE. The purchase pricefor the Property ("Purchase Price") shall be $100,000 per acre for the portion of Parcel
10B-1 lying south of the dashed line labeled, "Purchase Price Dividing Line" on Exhibit A and $70,000 per acre for the remainder of
Parcel 10B-1 and Parcel 10B-2, all as shown on thefinal subdivision plat or determined by a boundary survey of the Property prepared
by Engineering Services, Inc. or such other qualified land surveyor selected by Buyer and approved by Seller, which approval shall not
be unreasonably withheld or delayed. To determine the area of the Property in calculating the Purchase Price, the surveyor shall
excludeall land required to be dedicated for theroad described in paragraph 7.d, whichland is designated "Proposed Executive
Boulevard 80' R/W" (the "Road Tract") on Exhibit A. Buyer shall furnish itscalculation of the actual Purchase Price at least two days

prior to Settlement. The Purchase Price shall be payable as follows:

a. The sumof $125,000.00 shall be deposited with Pioneer Title ("Escrow Agent") upon the execution and delivery of this Agreement,
to be held in an interest bearing account asan earnest money deposit (the "Deposit") and paid to Seller at the consummation of the
purchase and sale under this Agreement (the " Settlement™), or distributed as otherwise provided herein.

b. At Settlement, Buyer shall pay Seller the balance of the Purchase Price by wire transfer or other immediately available funds.

c. All interest on the Deposit shall accrue and be applied to the Purchase Price at Settlement.

d. At Settlement, the Purchase Price shall be reduced by the sum of the following:

i. $400,000 to reimburse Buyer for aportion of thecost of installing theroad described in paragraph 7.d;

1

ii. $5,500.00 to reimburse Buyer for the cost of the subdivision plat; and iii. $100,000.00 to reimburse Buyer for the cost of removing
excess soil ("Stockpiled Sail") now stored on the Property.

3. SETTLEMENT.

a. The Settlement for the sale and purchase of the Property shall be held at thelaw office of Hofheimer, Nusbaum, McPhaul &
Samuels, a Professional Corporation, 1700 Dominion Tower, Norfolk, Virginia, or at such place as Buyer may select. Notwithstanding
the foregoing, Buyer and Seller agree that, at the request of Seller, Buyer and Seller shall useal reasonable efforts to effect the
Settlement without necessitating the presence of either party so that Seller will deliver all documentsrequired to be delivered by it in
escrow to a mutually acceptable escrow agent in Virginia, and Buyer will deliver all documents and funds required to be delivered by
Buyer in escrow to such escrow agent (Buyer and Seller hereby acknowledging that Buyer's title insurer will be an acceptable escrow
agent), each such delivery to be under termswhich allow and provide for the release from escrow and delivery for recordation or to the
appropriate party of all documents so held and the disbursement of all funds so held. The Settlement shall be on thelater to occur of
January 10, 1997, or theday onwhich al of the conditions in paragraph 8 and paragraph 9 have been satisfied, but in no event later
than the"Outside Closing Date" asdefined in the next sentence. The Outside Closing Date shall be defined as thelater of March 31,
1997 or ten (10) daysafter Seller hasperformed its obligations hereunder. If settlement shall not occur by the Outside Closing Date for
any reason other than afailure of Seller to performits obligations hereunder, the Deposit shall become non-refundable and Settlement
shall occur nolater than 30 daysfollowing the Outside Closing Date, time being of the essence, subject to the provisions of paragraph
8.b. Seller agreesto deliver title and possession of the Property to Buyer at closing by General Warranty deed (the "Deed") with
English covenants of title, free and clear of al liens and encumbrances of any kind or description and free and clear of any easements,
conditions, or reservations of record which adversely affect Buyer'sintended use of the Property as a corporate office, warehouseand
distribution center, subject to any title matterswaived or accepted by Buyer pursuant to the provisions of paragraphs 4.a and 4.b
below.

b. Risk of loss to the Property shall be and remain the responsibility of Seller until Settlement. Taxes and other apportionable items, if
any, shall be prorated at the date of Settlement. Seller shall pay prior to Settlement any rollback taxes assessed with respect to the
Property. If the Property does not have a separate tax assessment as of Settlement, the parties agree to establish an escrow account with
Buyer'stitle insurer, to pay all real estate taxes payable before the Property becomes a separate tax parcel, and each party shall fundits
share of such real estate taxes at Settlement. If Seller'srollback tax liability cannot be determined and paid prior to Settlement, Seller
agrees to satisfy the reasonable requirements of Buyer's title insurer to issue an owner's title insurance policy with affirmative coverage
for such rollback taxes. The establishment of an escrow account with Buyers title insurer in an amount sufficient to fund the estimated
amount of such rollback taxes shall be an acceptable reasonable requirement. Each party shall be responsible for its own legal feesin
connection with Settlement.
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Seller shall pay thecost of preparation of any subdivision plat required to enable Seller to convey the Property as herein described, and
the cost of preparation of the deed and the grantor'stax thereon; and Buyer shall pay all other costs and fees which may be required
relating to the transfer of title.
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c. At Settlement, Seller agrees to convey Parcel 10B-2 as shown on Exhibit A and finally configured on the Subdivision Plat ("Parcel
10B-2") and the northern 150+/- feet of the Road Tract as finally configured on the Subdivision Plat to Buyer'sdesignee, Dollar Tree
Properties, Inc. Seller also agrees at Settlement to convey Parcel 10B-1 as shown on Exhibit A and finally configured on the
Subdivision Plat ("Parcel 10B-1") and the balance of the Road Tract not conveyedto DTP to Buyer'sdesignee Dollar Tree
Distribution, Inc.

4. TITLE.

a. Buyer shall have title to the Property examined and shall, within 10 days after the execution and delivery of this Agreement, notify
Seller inwriting of any objections to restrictions, easements, encumbrances, or any other matters of record which will have an adverse
effect on Buyer'sintended useof the Property. Title shall be suchthat Buyer can obtain an owner's title insurance policy froma
reputable title insurance company at standard premiums, without exception other than for restrictions, easements or encumbrances
acceptable to Buyer. Seller agreesto cause or alow no changesto the title to the Property subsequent to Buyer'stitle examination
("Title Changes") without Buyer's prior written consent. Upon receipt of notice of any such objections, Seller shall remove such
objections at Seller's expense, and Seller shall be allowed areasonable timein whichto do so; provided, however, if (i) such
objections cannot be removed within 75 days, or (ii) the cost to correct such objections would exceed $100,000, Seller may give Buyer
written notice within 10 days after receipt of Buyer's objectionsthat it elects not to cure them, and, unless Buyer then waives such
objections, Buyer's Deposit (together withany interest thereon) shall be returned to Buyer, and thereupon all rights and obligations
hereunder shall cease and terminate. In the event Buyer does not notify Seller in writing within 10 days after the execution and delivery
of this Agreement of any objections to title of the Property or otherwise asset forth in this paragraph, Buyer shall have noright to
object to the title to the Property for the purpose of thisparagraph 4.aexcept with respect to matters first arising after the date of
Buyer'stitle examination or mattersspecified in paragraph 8 as a condition to Settlement.

b. If any Title Changes shall occur, Seller shall be allowed a reasonable time after notice or discovery thereof in whichto curethem;
provided, however, if such Title Changes were not caused or allowed by Seller, and such objections cannot be removed within 75 days
or the cost to correct them will exceed $100,000.00, Seller may elect not to cure them and, unless Buyer waivesits objection to Title
Changes, the Deposit (together with any interest thereon) shall be returned to Buyer, and thereupon all rights and obligations hereunder
shall cease and terminate.

c. Nothing contained herein shall absolve the Seller fromthe obligation to pay at or before Settlement any due or accrued real estate
taxes constituting a lien upon the Property or any other indebtedness constituting a valid and enforceable lien thereon recorded in the
chain of title.

5. ACCESS TO PROPERTY.

a. From and after full execution hereof and until Settlement or until this Agreement isterminated, Buyer, its employees and agents
shall have the right to go upon the Property from time to time for the purpose of making surveys, examinations, tests, environmental
assessments and borings asBuyer may determine to be necessary and desirable, so long as such studies do not result in a material
change in the present character or topography of the Property. In the event any such study, review or inspection reveals any material
defects in the Property which are not acceptable to Buyer in Buyer's sole discretion, Buyer shall have the option within 30 days after
execution of this Agreement by both parties, to (a) cancel this Agreement, or (b) notify Seller of such defect or fact, in which event
Seller shall within30 days after such notice or such other reasonable time not to exceed 55 days (i) correct such item, or (ii) at Seller's
option, if the cost to correct would exceed $100,000 or thetimeto correct shall exceed 55 days, notify the Buyer that such defect will
not be corrected, andthe Buyer shall have the right to make Settlement or to cancel this Agreement. Inthe event of such cancellation,
the Escrow Agent shall pay the Deposit (together with any interest thereon) then held to Buyer, and the parties hereto shall have no
further rights against or obligations to the others. Buyer shall not be liable for any trees or other plants which may be damaged or
destroyed in conducting on-site tests or surveys, but shall take reasonable care to minimize the scope of such damage and destruction.
Buyer agrees to indemnify Seller and hold Seller harmlessfrom and against all damages, claims, costs, expenses and liabilities arising
from thefiling against the Property of any mechanic's, materialmen's or similar lien resulting from work or services performed at the
instance of Buyer or arising out of personal injury, death and damageincurred as a result of the exercise of therights granted in this
paragraph 5.a or arising from any of the activities described herein. Buyer'sindemnity under the preceding sentence shall survive the
termination of this Agreement or Settlement hereunder.

b. In theevent Buyer does not make Settlement for the Property, Buyer agrees promptly to deliver to Seller, at no cost to Seller, copies
of al soil tests, surveysand engineering reports performed by Buyer, or at Buyer's request, with respect to the Property.

6. SELLER'SAGREEMENTS AND WARRANTIES.

a. Seller agrees to grant to Buyer reasonable appurtenant easements for utilities and drainagefor the benefit of the Property ("Buyer's
Easements") across Parcel 10B-3 as shown on Exhibit A and finally configured on the Subdivision Plat ("Parcel 10B-3") and Seller's
land that adjoins the Property to the east designated Parcel 10B-4 on the Preliminary Plat ("Seller'sRemaining Land") to the extent
necessary in the judgment of Buyer's engineersand plannersto provide reasonable post development drainage and utilities services to

[T S— .
E=amas EDGARSr 9002, EDGAR Online. Inc.




the Project whileat the same time reasonably accommodating Seller's use and development of Seller's Remaining Land. At Settlement,
Buyer and Seller shall executeand deliver arecordable reciprocal easement agreement or two separate easement deeds (the
"Reciproca Easement Agreement") affecting the Property and Parcel 10B-3 and Seller's RemainingLand in order to create and govern
Buyer's Easements and Seller's Easements (as hereinafter defined). The location, width and scope of Buyer's Easementsand Seller's
Easements (as hereinafter defined) and other terms of the Reciprocal Easement
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Agreement shall be determined by mutual agreement between the parties set forthin the Reciprocal Easement Agreement. The
Reciprocal Easement Agreement shall provide that each party shall have the right to rel ocate the utility lines and drainage systemsand
other facilities located within the easements, at the requesting party's sole expense, provided that such relocation will not diminish the
service provided by such facilities and reduce or unreasonably impair the usefulness or function thereof, and further provided that such
relocation will be performed using materials and design standards which are comparable to those originally used. The Reciprocal
Easement Agreement shall be recorded among theland records in the Clerk's Office of the Circuit Court of the City of Chesapeake,
Virginia. All Buyer's Easements shall be granted without additional cost to Buyer. In addition, Seller agrees to grant Buyer such
temporary access and entry to Parcel 10B-3 and Seller's Remaining Land, including temporary construction easements, as Buyer may
reasonably requireto construct the Road described in paragraph 7.d. Buyer agreesto provide Seller with all agreements, plats and
deeds creating Buyer's Easements at |east three (3) business days prior to settlement, and Seller shall have a right withinsuch three (3)
day period to provide Buyer before Settlement with written objections to any aspect of Buyer's Easements which it finds hinders Seller
unreasonably.

b.i. As usedyherei n, "Hazardous Materials' shall mean any flammables, explosives, radioactive materials, hazardous materials,
hazardous waste, hazardous or toxic substances or matter, oil or other petroleum products, asbestos, chemical pollutantsor related
materias, including the foregoing as defined in the Comprehensive Environmental Response, Compensation and Liability Act of 1980,
as amended (42 U.S.C. Section 9601, et seq.), the Hazardous Materials Transportation Act, asamended (49 U.S.C. Section 1801, et
seg.), the Resource Conversation and Recovery Act, asamended (42 U.S.C. Section 6901, et seq.), applicable state statutes; and in the
regulations adopted and publications promulgated pursuant thereto. ii. Asused in this Agreement, theterm " Seller's knowledge" shall
mean theactual knowledge, without independent inquiry or investigation, of Robert B. Mercer, Vice President and General Counsel of
Seller, David C. Korpics, Vice President and Chief Financial Officer of Sdller and Seller's broker, Michagl Jacobus. iii. Seller
represents and warrantsthat with the exception of Hazardous Materials which may be contained in discarded materias left on thesite
as reported in Phase | Site Assessment prepared by Law Engineering dated October 7, 1993 (a copy of which is attached hereto as
Exhibit C) and in other debris currently located on the Property, to Seller's knowledge there are no Hazardous Materials located on the
Property and the Property has not been used or operated for the storage, use, treatment, manufactureor disposal of any Hazardous
Materials. Use of the Property for any of such purposes, or the presence of any Hazardous Material upon or under the Property, at any
time prior to Settlement shall constitute a title defect pursuant to paragraphs 4.a. and4.b. iv. Seller further represents and warrantsthat
to Seller's knowledge there are no underground tanks upon the Property.

c. Seller agrees to cooperate with Buyer at all times in obtaining any rezoning, variances, licenses, permits or approvals asBuyer
deems necessary to develop the Project, and to execute or join in the execution, of any and all applications, petitions, pleadings,
licenses, permits, plats or approvals
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as Buyer may reasonably request; provided, however, any such action shall be at Buyer's sole cost and expense and no action in which
Buyer requests Seller'sjoinder shall, in Seller's reasonable judgment, either materially reduce thevalue of the Property, or subject the
Seller to liability; provided further, however, Buyer shall have no liability to Seller for any action to which Seller has acquiesced
regardless of whether such action may have the effect of reducing the value of the Property.

d. Seller shall use al reasonable efforts to cooperate with Buyer to provide the Subdivision Plat as soon as possible.

e. Seller further represents and warrantsthat (i) now and at Settlement it has and will have full right, power and authority to enter into
this Agreement and to perform all obligations of Seller in accordance with the termsand conditions of this Agreement, (ii) assuming
due authorization, execution and delivery by Buyer, this Agreement constitutes, and at Settlement will constitute, alegal, valid and
binding obligation of Seller, enforceable against Seller, in accordance with itsterms, and (iii) as of Settlement, there areno tenantsor
licensees with respect to the Property whose tenancy or license cannot be terminated without cost to Buyer at its will upon no more
than ten (10) days notice.

f. Seller represents and warrantsthat other than Jack Frost Enterprises or its affiliates ("Jack Frost") there are no tenantsor licensees
with respect to the Property claiming any interest in the Stockpiled Soil. Seller hereby agrees to indemnify Buyer, DTD and DTP and
hold them harmless from and against all damages, claims, costs, expenses and liabilities arising from any claim by any person or entity
other than Jack Frost for any interest or rights in the Stockpiled Soil or any tenancy or license with respect to the Property. Seller's
indemnity and obligation under this paragraph 6.f shall survive thetermination of this Agreement or Settlement hereunder.

0. Seller agrees to convey to Buyer, or its designee, DTD, at Settlement, at no additional cost to Buyer or DTD and free and clear of al
liens and encumbrances, sufficient land to alow construction of adeceleration lane for westbound traffic on VVolvo Parkway turning
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right onto the Road described in paragraph 7.b, if the City of Chesapeake or other governmental authority requires such deceleration
lane; provided, however, that theamount of such additional land shall be the least amount consistent with good engineering practices
and municipal requirements, and provided further that Seller shall bear no cost to construct any improvements or to relocate from the
affected land any utility facilities includingthe cost of relocating Virginia Power Company transformer facilities.

7. BUYER'S AGREEMENTS AND WARRANTIES.

a. Buyer agrees that DTP and/or DTD will grant in the Reciprocal Easement Agreement or Seller shall reserve in the Deed reasonable
appurtenant easementsfor utilities and drainage for the benefit of Parcel 10B-3 and Seller's Remaining Land ("Seller's Easements”)
across the Property to the extent necessary in thejudgment of Seller's engineers and planners to provide reasonable post development
drainage and utility servicesto Parcel 10B-3 and Seller's Remaining Land while at the same time reasonably accommodating Buyer's
use and development of the Property. Seller's Easementsshall aso include an easement for the benefit of Seller and itssuccessors and
assignsfor access and utilitiesin, on, under, across and over the Road Tract which shall terminate upon the Road Tract's dedication to
and acceptance by the City
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of Chesapeake as a public street. All of Seller's Easements shall be granted or reserved without additional payment to Buyer or the
owner of the burdened property or any reduction in the Purchase Price. Seller agrees to provide Buyer with all agreements and/or
deeds creating Seller's Easements at |east three (3) business days prior to Settlement, and Buyer shall have aright withinsuch three (3)
day period to provide Seller before Settlement with written objections to any aspect of Seller's Easementswhich it finds hinders Buyer
unreasonably.

b. Buyer represents and warrantsthat (i) Buyer has full right, power and authority to enter into this Agreement and now and at
Settlement has and will have full right, power and authority to performall of the obligations of Buyer in accordance with the terms and
conditions of this Agreement and (ii) assuming due authorization, execution and delivery by Seller, this Agreement constitutes, and at
Settlement will constitute, alegal, valid and binding obligation of Buyer, enforceable against Buyer, in accordance with its terms.

c. Buyer shall use al reasonable efforts and will cooperate with Seller at al times in obtaining subdivision of the Property and any
permits or approvals Seller deems necessary to obtain approval of utilities and drainage systems now or hereafter located within
Seller's Easements, which agreement shall be incorporated into the Reciprocal Easement Agreement or separate mutually agreeable
instrument prepared in recordable form.

d. DTD shall construct and dedicate to the City of Chesapeake, Virginiathe extension of Executive Boulevard fromVolvo Parkway to
Eden Way North, asafour lane road with aright-of-way 80 feet wide, about 2,220 feet in length (the"Road"), in accordance with the
specifications described in this paragraph andin Exhibit B attached hereto. The portion of the Road extending in a southerly direction
from Eden Way North for a distance of 1,200 feet shall be completed and openfor use pursuant to an access easement in favor of
Seller and its successors and assigns by December 31, 1997. The remainder of the Road shall be completed and open for public useby
July 1, 1998. Buyer and DTD shall provide Seller with financial statements and other financial information concerning Buyer and
DTD, and Buyer shall guaranty to Seller thefull and prompt payment and performance of al obligations of DTD under this Agreement
pursuant to the terms of a guaranty instrument acceptable to Seller and its counsel in form and substance (the "Road Guaranty"). Buyer
shall cause DTD to issue payment and performance bonds with surety for the construction of theroad for the benefit of the City of
Chesapeake, Virginia("Road Bond") within six (6) monthsof the date hereof and shall provide DTD with all necessary funding for the
construction of the road. Buyer's plans for constructing the Road shall include

(i) one water service lateral for Parcel 10B-3 shown on Exhibit A and three water service lateralsfor Seller's Remaining Land, (ii) one
sanitary sewer service lateral for Parcel 10B-3, and five sanitary sewer service lateralsfor Seller's Remaining Land, and (iii) one (1)
pipe stub located near the northeast corner of Parcel 10B-3 to receive storm water run-off from Parcel 10B-3, and three (3) additional
pipe stubs (spaced approximately equally) to receive storm water run-off from a portion of the Seller's Remaining Land consisting of
approximately 25.4 acres. Thirty three (33.0) acres of the 58.4 acres of Sdller's Remaining Land shall drain into the canal system by
means of facilitieslocated on Sdller's Remaining Land and will not be accommodated in theroadway storm drainage system. Each of
the three (3) pipe stubs for storm water serving Seller's Remaining Land shall be sufficient to handle 10.4 acres of the post
development run-off from
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25.4 acres of Seller's Remaining Land. The trunk line of the storm drainage system shall be sized to handle 25.4 acres of post
development run-off from Seller's Remaining Land. Said water and sanitary sewer service laterals and storm water pipe stubs shall be
of size, depth and other design parameters described below, but in no event shall be lessthan the standards and criteria required by the
City of Chesapeske:

i. Water servicesshall be atleast 8" insize. ii. Sanitary sewer servicesshall be at least 8" in diameter and shall terminate at the street
right of way line at invert elevations not higher than 1.0' above theinvert elevation of themain at the point wherethey discharge. iii.
Storm water pipe stubs shall be sized based on the "Rational Formula," usingarainfall event withareturn interval of 5 years, a
composite site Coefficient of Runoff of not less than 0.80 and an initial time of concentration of not more than 15 minutes. Buyer
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agreestoinstall additional utilities servicesand median breaks or other road improvements requested by Seller withinsix (6) months
of thedate hereof for the benefit of Seller's Remaining Land, solong as Seller paysthe cost thereof in excess of the cost to provide the
levels of service enumerated above, as and whenincurred by Buyer, withinten (10) days after receipt and approval of supporting
invoices and other documentation reasonably requested by Seller's engineer. In addition to the conditions contained in paragraph 8,
Buyer'sand DTD's obligations under this paragraph 7.d are conditioned upon obtaining all appropriate federal, state, and city
approvalsfor theconstruction of the Road, it being understood that Buyer and DTD shall use al reasonable effortsto obtain such
approvals.

8. BUYER'S CONDITIONS TO SETTLEMENT.

a. Buyer's obligation to make Settlement under this Agreement is expressly conditioned upon satisfaction of thefollowing conditions:
i. Buyer determining within 30 days after the date hereof, in its solediscretion, the feasibility of developing the Project. Buyer's
inquiries related to the Property during such 30 day period may include, without limitation, zoning status and soil conditions. Buyer
shall pay al costs associated withany feasibility studies. ii. Seller's representations and warranties shall be true and correct at
Settlement and Seller's covenants and agreements shall be fully performed on or before Settlement. iii. Fina approval of the
subdivision plat by the City. iv. Buyer obtaining al permits necessary to permit it to commence site work for the Project, but
specifically excluding any permits and lettersof confirmation required by Buyer from federal, state or city agencies relating to
jurisdictional wetland areas which may be contained on the Property.

v. Seller having cured or removed or Buyer having waived or accepted any Title Changes. vi. Buyer obtaining approval from the City
and any other stateor governmental authority, including the Virginia Department of Transportation, of the plans for constructing the
Road, and Buyer obtaining fromthe City or other municipal authority, its binding commitment to underwrite not less than $500,000 of
the cost of design and construction.
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vii. Buyer and Sdller entering into the Reciprocal Easement Agreement and/or a separate agreement (the " Settlement Agreement") at
Settlement acceptable to Buyer and Seller addressing, among other things, all of therequirementsfor Seller's Easements and Buyer's
Easements set forth in paragraphs 6.aand 7.a hereof.

viii. Seller shall have no objectionsto Buyer's Easements which Buyer has failed to satisfy on or before Settlement.

b. In theevent Buyer or Seller is unable to satisfy any of the conditions set forth in paragraphs 8.a.i through viii ("Buyer's Closing
Conditions") on or before the Outside Closing Date, Buyer shall have the right:

(i) to notify Seller that it waives satisfaction of any such Buyer's Closing Conditions and will nevertheless make Settlement for the
Property, or (ii) to void thisAgreement, in which case Escrow Agent shall pay the Deposit (and any accrued interest) to Buyer, and
neither party hereto shall have any further rights against or obligations to the other. If Buyer fails to notify Seller of its election under
the previous sentence, it will be deemed to have elected option (i) and will proceed to Settlement within thirty (30) daysfollowing the
Outside Closing Date. If Buyer's Closing Conditions have not been satisfied before the Outside Closing Date, Buyer shall havethe
option to extend the date for Settlement as follows, time being of the essencefor al dates:

i. Buyer may extend thedate for Settlement to June 30, 1997 by deliveringto Seller on or before March 31, 1997 (a) written notice of
such election and (b) the amount of $100,000.00 to Seller (such delivery of funds to be effected either by wire transfer or by Buyer's
check payableto Seller); and ii. Provided Buyer shall have extended the date for Settlement as provided initem 1, immediately above,
Buyer may further extend the date for Settlement to September 30, 1997 by delivering to Seller on or before June 30, 1997 (a) written
notice of such election and (b) the amount of $100,000.00 to Seller (such delivery of fundsto be effected with by wire transfer or
Buyer'scheck payableto Seller); andiii. All amounts delivered by Seller pursuant to thisparagraph

8.b., being $100,000.00 or $200,000.00 as the case may be, together with interest thereafter earned thereon, are hereinafter called the
"Extension Fee". None of the Extension Fee shall be credited against the Purchase Price due at Settlement.

9. SELLER'SCONDITIONS TO SETTLEMENT. Seller's obligationto make Settlement under thisAgreement is expressly
conditioned upon satisfaction of thefollowing conditions:

a. The parties shall have executed and delivered the Reciprocal Easement Agreement and/or the Settlement Agreement.

b. Buyer'srepresentations and warranties shall be true and correct at Settlement and Buyer's covenants and agreements shall be fully
performed on or before Settlement.

c. Final approva of thesubdivision plat of the Property and Seller's Remaining Land shall have been given by the City.

d. Execution and delivery of the Road Guaranty.

e. Buyer shall have paid the Purchase Price and other sumsnecessary for closing to its attorney assettlement agent withthe
understanding that no proceeds payable in accordance with an agreed settlement statement between the
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parties shall be wired to Sellerin accordance with its instructions until Buyer receives telephonic notification that the Deed has been
placed inlinefor recordation among theland records in the Clerk's Office of the Circuit Court of the City of Chesapeake, Virginia, and
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Buyer'stitle insurance company will insure any "gap" between the delivery of the deed to the Clerk and the actual time of recording.
f. Buyer shall have no objections to Seller's Easements, which Seller hasfailed to satisfy on or before Settlement.

10. BUYER'S DEFAULT. In theevent Buyer fails to purchase the Property in accordance with theterms and conditions of this
Agreement, or otherwise defaults in the performance of Buyer's obligations pursuant to this Agreement, for any reason other than
Seller'sdefault or as otherwise permitted hereunder, Seller shall have theright to void this Agreement and to receive the Deposit plus
all accrued interest as liquidated damages as Seller's sole remedy hereunder.

11. SELLER'SDEFAULT. In the event that Seller shall default in the performance of itsobligations hereunder, for any reason other
than adefault by the Buyer, then Buyer may at Buyer's option compel specific performanceby Seller, pursue its remedy for damages
arising from Seller's breach of any warranty, covenant or agreement contained in this Agreement or any material misrepresentation
contained herein, or terminate this Agreement, in which event Escrow Agent shall forthwith return Buyer's Deposit plus al accrued
interest, and the parties shall have no further rights against or obligationsto theothers. Inthe event Buyer seeks to compel specific
performance by Seller, or Buyer pursues its remedy for damages arising from Seller's breach, Seller shall pay Buyer's reasonable
attorney's feesincurred in such action.

12. REAL ESTATE BROKERS. The parties agree that Seller will compensate its real estate broker, McBride Corporate Real Estate,
pursuant to a separate agreement. Buyer represents and warrants that Buyer hasnot dealt with any other agent or broker in connection
with the purchase of the Property. Buyer agrees to indemnify and hold Seller harmless from any and all cost, expense and loss
(including attorney's fees) which Seller suffersas aresult of aclaim for real estate commissions on this transaction as a result of
Buyer'sdealing with any other agent or broker in connection herewith.

13. CONDEMNATION.

a. If any eminent domain proceeding (including atemporary taking) affectingany portion of the Property is commenced or threatened
before Settlement by a governmental body having the power of eminent domain ("Condemnation"), Seller shall immediately give
Buyer written notice thereof and will promptly provide Buyer with copies of all other communications pertaining to such
Condemnation. Seller will also promptly give Buyer noticeof the time and place of meetings or telephone conferences with the
condemning authority pertainingto the Condemnation and Buyer shall be given the opportunity to have a representative of Buyer
attend and/or participate in any meeting or conference and to participate in all negotiations relating to any Condemnation. Seller shall
not agree to accept any Condemnation award without Buyer's prior written approval, and Buyer will have theright to contest any
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award proposed by the condemning authority. In the event Condemnation proceedings are instituted, Buyer shall have the option:

i. to elect to proceed in accordance with thisAgreement to purchase the Property notwithstanding such Condemnation; or ii. to
terminate this Agreement, in which event Seller's attorney shall pay any Deposit and accrued interest to Buyer, and neither party shall
have any further obligation to the other hereunder.

b. If Buyer failsto make anelection as provide in paragraph 13.a above, within fifteen (15) daysfollowing the institution of
Condemnation proceedings, then Buyer shall be deemed to have elected the option described in paragraph 13.b.ii above.

c. If Buyer electsto proceed in accordance with thisAgreement as described in paragraph 13.a.i and title to that portion of the
Property whichis the subject of the Condemnation has not been acquired by the condemning authority as of Settlement, Buyer will
have the further option to acquire all of the Property (including that portion of the Property whichisthe subject of the Condemnation)
and require Seller to assign Seller'sinterest in the Condemnation awardto Buyer at Settlement, which Seller agrees to do.

d. If Buyer electsto proceed in accordance with this Agreement as described in paragraph 13.a.i andtitleto that portion of the
Property whichis the subject of the Condemnation has been acquired by the condemning authority as of Settlement, the Seller will
receive the entire award and the Purchase Price will decrease to reflect the actual acreage of the Property remaining after the
Condemnation.

e. If Buyer electsto proceed in accordance with thisAgreement as described in paragraph 13.a.i and the Condemnation resulted in the
creation of an easement or encumbrance on the Property without areduction in the acreage of the Property, then Seller will receive the
entire award from Condemnation and the Purchase Price will decrease by the condemnation proceeds that werepaid or are payableto
Seller.

14. NOTICES. All notices and communications hereunder, including change of address, shall be in writing and shall be deemed to
have been duly given when personally delivered or deposited at the U.S. Postal Services by registered or certified mail, return receipt
requested, postage prepaid:
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I F TO SELLER: Vol vo Cars of North Anerica,

I nc.
6 Volvo Drive, Building C
Rockl ei gh, New Jersey 07647
Attn: Robert B. Mercer, Esquire

WTH A COPY TO Wl cox & Savage, P.C.
1800 Nati onsBank Center
One Commercial Pl ace
Norfol k, Virginia 23510
Attn: Anthony M Thiel, Esquire

| F TO BUYER: Dol lar Tree Stores, Inc.
2555 Hl | snere Avenue
Norfol k, Virginia 23513
Attn: M. H Ray Conpton
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W TH COPY TO Hof hei ner, Nusbaum MPhaul &
Samnuel s,
a Professional Corporation
1700 Dom nion Tower, P.O Box 3460
Norfol k, Virginia 23514
Attn.: WIlliam A dd, Jr., Esquire

By notice provided as above, any of the foregoing parties may advise the other parties of a change of address for notice purposes.

15. BINDING. The parties to this Agreement mutually agree that it shall be binding upon them and each of their successors, heirs,
personal representatives and assigns. This Agreement shall be assignable by Buyer to a partnership, corporation or other entity to be
formed for which Buyer is acting as agent, only if Buyer shall remain liable for al of the obligationsand duties under this Agreement.
This Agreement containsthe final and entire Agreement between the parties hereto, and neither they nor their agents shall be bound by
any terms, conditions, warranties, or representations, oral or written, not herein contained.

16. APPLICABLE LAW. This Agreement shall be construed in accordance with the lawsand the State of Virginia.
17. SURVIVAL. Except for paragraphs 1, 2, 3.a, 3.c, 4.a, 4.b, 6.d, 8, 9 and 13, theterms of thisAgreement shall survive Settlement.

18. MERGER; WAIVER; MISCELLANEOUS. This Agreement (which term shall include any exhibit or attachment hereto), the
Deed, the Reciprocal Easement Agreement and the Road Guaranty embody the entire agreement and understanding of the parties.
There are no restrictions, promises, representations, warranties, covenants or undertakings other than those expressly set forth or
referred to herein. This Agreement supersedes al prior agreements and undertakings between the parties. The parties make no
representations or warranties to each other, except ascontained in this Agreement, and any and all prior representations, warranties,
assurances and promises made by any party or its representatives, whether verbally or in writing, are deemed to have been merged into
this Agreement, it being intended that no such prior representations, warranties, assurances and promises shall survivethe execution
and delivery of thisAgreement. Failure of any party at any time or timesto require performance of any provision of this Agreement
shall in no manner affect the right at a later time to enforce the provision. Nowaiver by either party of any condition, or the breach of
any term, covenant, representation or warranty contained in this Agreement, whether by conduct or otherwise, in any one or more
instances, shall be deemed a further or continuing waiver of any condition or covenant, representation or warranty of this Agreement.
Any change to this Agreement shall be made only in writing executed by the party sought to be charged thereby. This Agreement shall
not be construed more strictly against one party than the other by virtue of thefact that it may have been prepared by counsel for one
of theparties, it being recognized that both Buyer and Seller have contributed substantially and materially to the preparation of this
Agreement. Theterm "include” or "including” shall mean without limitation by reason of enumeration. Referencesto a "Paragraph” or
to "paragraphs’ and other subdivisions without
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reference to a document are to designated paragraphs or other subdivisions of this Agreement. The words"herein," "hereof,"
"hereunder" and other wordsof similar import refer to this Agreement as a wholeand not to any particular provision unless otherwise
specifically stated in this Agreement. The captions and paragraph headings are for convenience only and shall not be used in
construing or enforcing any of the provisions of thisAgreement. This Agreement may be executed in two (2) or more counterparts,
each of whichshall be deemed an original hereof, but all of which, together, shall constitute a single agreement. There are no third
party beneficiaries of this Agreement.

IN WITNESS WHEREOF, the parties herein have executed this Agreement and have caused their names to be hereunto subscribed on
the date and year indicated below:

VOLVO CARSOF NORTH AMERICA, INC,,
a Delaware Corporation

Dated: January 16, 1997 By: /s/ Robert B.
Mer cer
Title: Vice President

DOLLAR TREE STORES, INC,,
aVirginiacorporation

Dated: January 16, 1997 By: /s/ H Ray Conpton
Title: Executive Vice

Pr esi dent

FOR THE PURPOSES OF PARAGRAPHS 3.c and 7.d:
DOLLAR TREE PROPERTIES, INC.,
aVirginiacorporation

Dated: January 16, 1997 By: /s/ H Ray Conpton
Title: Executive Vice

Presi dent

DOLLAR TREE DISTRIBUTION, INC.,
aVirginiacorporation
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Dated: January 16, 1997 By: /s/ H Ray Conpton
Title: Executive Vice

Pr esi dent

13
STATE OF New Jersey
CITY/COUNTY OF Bergen
The foregoing instrument was acknowledged before methis 16th day of
January, 1997, by Robert B. Mercer, asVice President of VOLVO CARSOF

NORTH AMERICA, INC., a Delaware corporation, on behalf of the corporation.

/'s/ Diane Marino

Notary Public

My commission expires; 7/10/2001

STATE OF Virginia

CITY/COUNTY OF Norfolk

The foregoing instrument was acknowledged before methis 16th day of

January, 1997, by H. Ray Compton, as Executive Vice President of DOLLAR TREE

STORES, INC., a Virginiacorporation, on behalf of the corporation.

/sl Carol C. Lilla

Notary Public

My commission expires: 4/30/99

14
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STATE OF Virginia

CITY/COUNTY OF Norfolk

The foregoing instrument was acknowledged before methis 16th day of

January, 1997, by H. Ray Compton, as Executive Vice President of DOLLAR TREE

PROPERTIES, INC., aVirginiacorporation, on behalf of the corporation.

/sl Carol C. Lilla

Notary Public

My commission expires: 4/30/99

STATE OF Virginia

CITY/COUNTY OF Norfolk

The foregoing instrument was acknowledged before methis 16th day of

January, 1997, by H. Ray Compton, as Executive Vice President of DOLLAR TREE

DISTRIBUTION, INC., aVirginiacorporation, on behalf of the corporation.

/sl Carol C. Lilla

Notary Public

My commission expires: 4/30/99

15

EXHIBIT B TO AGREEMENT DATED JANUARY 7, 1997
BY AND BETWEEN DOLLAR TREE STORES, INC. ("DTS"') AND
VOLVO CARSOF AMERICA, INC.

DTSwill cause Dollar Tree Distribution, Inc., to construct the Road consisting of the extension of Executive Boulevard and the related
improvements described below, approximately 2,220 feet in length with an 80 foot right-of-way extending from the intersection of
Executive Boulevard and Volvo Parkway to the intersection of Eden Way North and Kristina Way, more particularly set forth in
approximate location and design shown on Exhibit A. The Road shall be designed and constructed in accordance withthe City's
standard typical roadway section for an 80-foot right-of-way (RW-80) and shall meet applicable requirements in the Chesapeake
Public Facilities Manual. The general requirements for the building of the Road, subject to modification based on actual site
conditions, areas follows:

1. Onelineof curb and gutter on the outside of each of thetwo roadwaysand one line of curb on theinside of each of thetwo
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roadways.

2. Heavy pavement including approximately 5" stone base and approximately 10" asphalt.

3. 4 wide sidewalk on each side.

4. 10" or 12" water main with fire hydrants, valves, etc. extending to and connecting with the water main located in Volvo Parkway.
5. 8" sanitary sewer with manholes, laterals, etc.

6. Storm water drainage sized to meet the post devel opment run-off requirements (as described in paragraph 7.d) for the surrounding
property as determined in accordance with reasonable engineering standards and practices and the requirements of the City of
Chesapeake.

7. Clearing.

8. Grading.

9. Street lightsat approximately 160" intervals.

10. Cand crossing by culvert.

11. If required by the City of Chesapeake, installing, providing bonds for the installation of, or making all contributions required by the
City towards the installation of traffic signals at Eden Way North and Executive Drive and/or Executive Drive and Volvo Parkway.
Nothing herein shall impose any obligation on DTS with respect to traffic signals previously bonded by third parties.

12. If pump station upgrades are required by the City of Chesapeake in connection with the development of the Property and/or
construction of the Road, the upgrades shall includeall improvements necessary to accommaodate development of the Property, Parcel
10B-3 and al of Seller's Remaining Land. After completing the Road and devel oping the Property, noneof Buyer, DTD or DTP will
have any further obligation to upgrade the pump stations.

13. All costs for relocating any Virginia Power or other utility equipment, facilities, cables and lines directly relatingto thebuilding of
the Road.

14. If required by the City, construction of aright turn deceleration lane for westbound traffic on Volvo Parkway.
Exhibit 10.2

FIRST AMENDMENT TO AMENDED AND
RESTATED REVOLVING CREDIT AGREEMENT

This First Amendment to Amended and Restated Revolving Credit Agreement is made as of the 25th day of January, 1997 by and
among

Dollar Tree Distribution, Inc. (the "Borrower"), a Virginiacorporation having its chief executive office at 2555 Ellsmere Avenue,
Norfolk, Virginia23513;

Dollar Tree Stores, Inc. ("DTS"), aVirginiacorporation having its chief executive office at 2555 Ellsmere Avenue, Norfolk, Virginia;

Dollar Tree Management, Inc. ("DTM"), aVirginiacorporation having its chief executive office at 2555 Ellsmere Avenue, Norfolk,
Virginia;

The First National Bank of Boston, NationsBank, N.A., Signet Bank, Crestar Bank, First Union National Bank of Virginia, Amsouth
Bank of Alabama, Union Bank of California, N.A. and all other financial institutions which are now or may hereafter become parties
to such Amended and Restated Revolving Credit Agreement (individually, a"Lender" and collectively, the"Lenders"); and

The First National Bank of Boston, a national banking association having its head office at 100 Federa Street, Boston, Massachusetts,
as Agent for the Lenders (in such capacity, the "Agent").

in consideration of the mutual covenants herein contained and benefits to be derived herefrom,
WITNESSETH:

WHEREAS, the Borrower, DTS, DTM, the Agent and the Lenders entered into an Amended and Restated Revolving Credit
Agreement dated asof September 27, 1996 (the "Agreement"); and

WHEREAS, the Agent, the Lenders, the Borrower, DTS and DTM desire to modify and amend the Agreement as provided herein.
NOW, THEREFORE, it is hereby agreed as follows:

1. Definitions. All capitalized termsused herein and not otherwise defined shall have the samemeaning herein as in the Agreement.
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2. Amendmentsto Section |. The provisions of Section | of the Agreement are hereby amended asfollows:
(a) The definition of "Collateral" is hereby deleted inits entirety.

(b) The provisions of clause (ii) of the definition of Debt Service Chargesis hereby deleted in its entirety and the following substituted
inits stead:

1

(i) principal payments made or required to be made on account of Indebtedness (including, without limitation, Capitalized L eases, but
excluding payments on Intercompany Loans and other intercompany Indebtedness) for such period,

(c) The definition of Equipment is hereby deleted in its entirety.

(d) The provisions of clause (c) of the definition of Funded Debt is hereby amended by adding thefollowing at the end thereof:
(other than on account of Intercompany Loans and other intercompany Indebtedness).

(e) The definition of General Intangiblesis hereby deleted in itsentirety.

(f) The definition of Intercompany Loans is hereby deleted inits entirety and the following substituted in itsstead:

Intercompany Loans. All amounts due or to become due from any Obligor or any other Affiliates for loans, and/or other advances by
any Obligor of fundsor property to another Obligor or other Affiliates.

(9) The definition of Intercompany Loan Documentsis hereby deleted inits entirety.

(h) The definition of Intercompany Receivablesis hereby deleted in itsentirety.

(i) The definition of Loan Documentsis hereby amended by deleting reference to "Intercompany Loan Documents' appearing therein.
3. Amendmentsto Section 3.

The provisions of Section 3.7(b)(i) of the Agreement are hereby amended by deleting thewords "or the Collateral" appearing therein.
4. Amendmentsto Section 5.

The provisions of Section 5 of the Agreement are hereby deleted in their entirety.

5. Amendmentsto Section 6.

The provisions of Section 6 of the Agreement are hereby amended as follows:

(8) The provisions of Section 6.1(a)(iii) are hereby amended by deleting thewords "jurisdiction where Collateral islocated and in each
other" appearing in the eighth line thereof.

2

(b) The provisions of Section 6.13 are hereby amended by deleting the words "any Collateral” appearing in the seventh line thereof
and substituting thewords "any assetsof the Obligors' in itsstead.

(c) The provisions of Section 6.14 are hereby amended by deleting thefirst sentencethereof inits entirety, and by deleting the words
"the Collateral" appearing in the second sentence and substituting the words"all of their assets' in its stead.

6. Amendmentsto Section 7.
The provisions of Section 7 of the Agreement are hereby amended as follows:

(a) The provisions of Section 7.5(c) are hereby deleted in their entirety.
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(b) The provisions of Section 7.7 are hereby amended by deleting the words"insurance on all Collateral as required by the Loan
Documents and will maintain" appearing on thethird and fourth lines thereof, and by deleting the word "other" appearing before the
word "properties’ onthe fourth line thereof.

7. Amendmentsto Section 9.

(a) Theintroductory provisions of Section 9.2 of the Loan Agreement are hereby deleted in their entirety and the following substituted
intheir stead:

Section 9.2. Funded Debt to EBITDA Ratio. The ratio of Consolidated Funded Debt to Consolidated EBITDA, measured quarterly in
arrears on arolling four (4) quarter basis shall not be greater than thefollowing:

(b) Theintroductory provisions of Section 9.3 of the Loan Agreement are hereby deleted in their entirety and the following substituted
intheir stead:

Section 9.3. Operating Cash Flowto Debt Service Ratio. Theratio of Consolidated Operating Cash Flow (excluding, for purposes of
this determination, Capital Expenditures related to the construction of the new distribution and office center) to Debt Service Charges,
measured quarterly on arolling four (4) quarter basis, shall not be lessthan thefollowing:

(c) Theintroductory provisions of Section 9.5 of the Loan Agreement are hereby deleted in their entirety and the following substituted
intheir stead:

Section 9.5. Inventory Reliance. The Inventory Reliance Ratio shall not exceed thefollowing amounts during thefollowing periods:
3

(d) Theintroductory provisions of Section 9.6 of the Loan Agreement are hereby deleted in their entirety and the following substituted
intheir stead:

Section 9.6. Current Ratio. The ratio of Consolidated Current Assetsto Consolidated Current Liabilities shall not be lessthan the
following as of the following periods:

8. Amendmentsto Section 10.

The provisions of Section 10 of the Agreement are hereby amended by deleting the provisions of Section 10.5in their entirety.
9. Amendmentsto Section 12.

The provisions of Section 12 of the Agreement are hereby amended as follows:

(8) The provisions of Section 12.1(n) are hereby amended by deleting the words "the Collateral” appearing in the second line thereof
and substituting thewords "the assetsof the Obligors' in itsstead.

(b) The provisions of Section 12.3 are hereby amended by deleting the words "or to realize upon the Collateral" appearing in the
sixteenth and seventeenth lines thereof.

(c) The provisions of Section 12.5 are hereby amended

() by deleting thewords "with respect to the realization upon any of the Collateral" appearing in the fifth and sixth lines thereof; and
(i) by deleting thewords "or in respect of the Collateral" appearing in the eleventh line of clause (a) thereto.

10. Amendmentsto Section 14.

The provisions of Section 14 of the Agreement are hereby amended by deleting the words "authorizing the sale or other disposition of

all or any part of the Collateral" appearingin the eighth and ninth lines of Section 14.11, and by deleting thewords "in respect of the
Collateral" appearing in the eleventh line of Section 14.11.
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11. Amendmentsto Section 25.

The provisions of Section 25 of the Agreement are hereby amended by deleting the words "therelease of any Collateral in connection
with any sale or disposition thereof outside the ordinary course of business having a value (as determined by the Agent) in the
aggregate in excess of $2,500,000" appearingin clause (b) thereof.

12. Conditionsto Effectiveness. This First Amendment to Amended and Restated Revolving Credit Term and Loan Agreement shall
not be effective until

4
each of thefollowing conditions precedent have been fulfilled to the satisfaction of the Agent and the Lenders:

(8) ThisFirst Amendment to Amended and Restated Revolving Credit and Term Loan Agreement shall have been duly executed and
delivered by the respective parties hereto and, shall be in full force and effect and shall be in form and substance satisfactory to each of
the Lenders.

(b) Each of the Lenders and the Agent shall have received afavorable opinion addressed to the Lendersand the Agentin form and
substance satisfactory to the Lenders and the Agent from Messrs. Hofheimer, Nusbaum, McPhaul & Samuels.

(c) All action onthe part of the Obligors necessary for thevalid execution, delivery and performance by the Obligors of this
Agreement shall have been duly and effectively taken and evidence thereof satisfactory to the Lenders shall have been provided to
each of the Lenders. Each of the Lenders shall have received from each Obligor true copies of the resolutions adopted by itsboard of
directors authorizing the transactions described herein, each certified by such Obligor's secretary to be true and complete.

(d) The Borrower shall have paidto the Agent and Lendersall feesand expenses then due and owing pursuant to Section 15 of the
Agreement.

(e) No Default or Event of Default shall have occurred and be continuing.

(f) The Obligors shall have provided such additional instrumentsand documentsto the Agent and the Lenders as the Agent and the
Agent's counsel may have reasonably requested.

13. Ratification of Loan Documents. Except asprovided herein, al termsand conditions of the Agreement and the other Loan
Documents remain in full force and effect. The Obligors each hereby ratify, confirm, and reaffirm all representations, warranties, and
covenants contained therein and acknowledge and agree that noneof them have any offsets, defenses, or counterclaims against the
Agent or any Lender thereunder, and to the extent that any such offsets, defenses, or counterclaims may exist, each of the Obligors
hereby waive andrelease the Agent and L enderstherefrom.

14. Miscellaneous.
(&) ThisFirst Amendment to Amended and Restated Revolving Credit and Term Loan Agreement may be executed in several
counterparts and by each party on a separate counterpart, each of which when so executed and delivered shall be an original, and all of

whichtogether shall constitute one instrument.

(b) This First Amendment to Amended and Restated Revolving Credit and Term Loan Agreement expresses the entire understanding
of the parties with
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respect to the transactions contemplated hereby. No prior negotiations or discussionsshall limit, modify, or otherwise affect the
provisions hereof.

IN WITNESS WHEREOF, the undersigned have hereunto executed this Agreement as a sealed instrument as of thedate first above
written.

DOLLAR TREE DISTRIBUTION, INC.
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By: /s/ Frederick C Coble

Nanme: Frederick C. Coble
Title: Sr. Vice Pres.,
Fi nance

DOLLAR TREE STORES, INC.

By: /s/ Frederick C Coble

Nanme: Frederick C. Coble

Title: Sr. Vice Pres.,
Fi nance

DOLLAR TREE MANAGEMENT, INC.

By: /s/ Frederick C Coble

Nanme: Frederick C. Coble

Title: Sr. Vice Pres.,
Fi nance

THE FIRST NATIONAL BANK OF BOSTON,
individually and as Agent

By: /s/ Judith C. E. Kelly

Nanme: Judith C. E

Kel ly
Title: Vice President
NATIONSBANK, N.A.

XY
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By: /s/ Monique S. Adans

Title: Vice President

SIGNET BANK

By: /s/ John P. Matson

Nanme: John P. Matson
Title: Executive Vice
Pr esi dent

CRESTAR BANK

By: /s/ Bruce W Nave

Nane: Bruce W Nave
Title: Vice
Pr esi dent
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FIRST UNION NATIONAL BANK OF VIRGINIA

By: /s/ L. S. cundiff

Nane: L. S. Cundiff
Title: Senior Vice
Pr esi dent

AMSOUTH BANK OF ALABAMA

[T — 3
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By: /s/ John Hooker

Nane: John Hooker
Title: Commercial Banking
Oficer

UNION BANK OF CALIFORNIA, N.A.

By: /s/ Tinothy P. Streb

Nane: Tinothy P.
Streb
Title: Vice President

Exhibit 10.3

FIRST AMENDMENT
TO

DOLLAR TREE STORES, INC.
STOCK INCENTIVE PLAN

THIS FIRST AMENDMENT ("Amendment") to the Dollar Tree Stores, Inc. Stock Incentive Plan ("Plan") made as of the 18th day of
March, 1997 by Dollar Tree Stores, Inc. ("Company"). All capitalized terms in this Amendment not otherwise defined shall havetheir
respective meanings under the Plan.

WHEREAS, the Company wishesto amend the Plan to increase the number of shares which may be granted in a calendar year and
make certain other changes.

NOW THEREFORE, the Board of Directors hereby adopts this Amendment upon thefollowing terms and conditions effective as of
March 18, 1997:

1. Thefirst and second sentences of Section 4.1 shall be amended and restated asfollows:

Subject to adjustment as provided in Section 4.3 below, the maximum number of shares of Common Stock that shall be authorized and
reserved for issuance under the Plan shall be 900,000 (which number reflectsthe adjustment for the prior stock dividend) shares of
Common Stock. No options for more than 45,000 shares may be granted to any one Participant in any calendar year.

2. Section 4.3.1 shall be amended to add the following sentence at the end thereof:

To theextent that such Committee action shall include an increase or decrease in the number of securities subject to outstanding
Options under this Plan, the aggregate number of shares of Common Stock available under

Section 4.1 of this Plan for issuance on exercise of outstanding Options and of additional Options that may be granted shall be
increased or decreased proportionately, as the case may be.

WITNESS the signatureof the undersigned officer of Dollar Tree Stores, Inc.
Dollar Tree Stores, Inc.
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By /s/ H Ray Conpton

H Ray Conpton
Executive Vice
Pr esi dent

EXHIBIT 21
SUBSIDIARIES OF THE REGISTRANT

The registrant isthe parent company of Dollar Tree Distribution, Inc., a distribution, warehousing and wholesale company, and Dollar
Tree Management, Inc., a management services company, both of which are Virginiacompanies. Dollar Tree Distribution, Inc., isthe
parent of another Virginiacompany, Dollar Tree Properties, Inc., areal estate holding company.

EXHIBIT 23.1
INDEPENDENT AUDITORS CONSENT

The Board of Directors
Dollar Tree Stores, Inc.

We consent to incorporation by reference in the registration statements on Form S-8 (Nos. 33-92812, 33-92814 and 33-92816) of
Dollar Tree Stores, Inc. of our report dated January 21, 1997 relating to the consolidated balance sheets of Dollar Tree Stores, Inc. and
subsidiaries asof December 31, 1995 and 1996 and the related consolidated income statements and statements of shareholders equity
and cash flowsfor each of the yearsin the three year period ended December 31, 1996, which report appears in the December 31,
1996 annual report on Form 10-K of Dollar Tree Stores, Inc.

/sl KPMG Peat Marwi ck LLP

Norfolk, Virginia
March 28, 1997

ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION FROM THE COMPANY'S FORM 10-k FOR THE PERIOD ENDED DECEMBER 31, 1996 AND IS
QUALIFIEDIN ITS ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 311996
PERIOD END DEC 311996
CASH 2,987
SECURITIES 0
RECEIVABLES 1,855
ALLOWANCES 0
INVENTORY 75,081
CURRENT ASSETS 85,953
PP&E 60,259
DEPRECIATION 24,224
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TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY

PREFERRED
COMMON
OTHER SE

TOTAL LIABILITY ANDEQUITY

SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSES
LOSSPROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX
INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME
EPSPRIMARY
EPSDILUTED

171,099
62,465
0

0

0

259
101,331
171,099
493,037
493,037
310,900
310,900
121,928
0

5,193
55,016
21,181
33,835
0

0

0
33,835
119
119
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