| ﬂOLLAR DISCOUNT STORES OF AMERICA, INC.
’ 1362 NAAMANS CREEK ROAD
BOOTHWYN, PA 19061
(800) 227-5314
(888) DOLLAR-1

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY THE FEDERAL TRADE COMMISSION

TO PROTECT YOU, WE'VE REQUIRED YOUR FRANCHISOR TO GIVE YOU THIS
INFORMATION. WE HAVEN'T CHECKED IT, AND DON'T KNOW IF IT’S CORRECT. IT
SHOULD HELP YOU MAKE UP YOUR MIND. STUDY IT CAREFULLY. WHILE IT INCLUDES
SOME INFORMATION ABOUT YOUR CONTRACT, DON'T RELY ON IT ALONE TO
UNDERSTAND YOUR CONTRACT. READ ALL OF YOUR CONTRACT CAREFULLY. BUYING
A FRANCHISE IS A COMPLICATED INVESTMENT. TAKE YOUR TIME TO DECIDE. IF
POSSIBLE, SHOW YOUR CONTRACT AND THIS INFORMATION TO AN ADVISOR, LIKE A
LAWYER OR AN ACCOUNTANT. IF YOU FIND ANYTHING YOU THINK MAY BE WRONG OR
ANYTHING IMPORTANT THAT’S BEEN LEFT OUT, YOU SHOULD LET US KNOW ABOUT IT.
IT MAY BE AGAINST THE LAW.

THERE MAY BE LAWS ON FRANCHISING IN YOUR STATE. ASK YOUR STATE
AGENCIES ABOUT THEM.

FEDERAI TRADE COMMISSION
WASHINGTON, D.C. 20580

This Offering Circular was issued for purposes of satisfying federal law disclosure requirements
on July 30, 20022003.



FRANCHISE OFFERING CIRCULAR

R DOLLAR DISCOUNT STORES OF AMERICA, INC.
E,;j Dlﬂcoum A Pennsylvania Corporation

1362 Naamans Creek Road
Boothwyn, PA 19061
(800) 227-5314

(888) DOLLAR-1

You will operate a retail store which sells a wide variety of goods, and specializes in toys, candy, foods,
housewares, party supplies, gadgets, health and beauty aids, pet supplies and tools at or below the retail
price of $1.00, except as Dollar Discount may otherwise permit.

The initial franchise fee is $18,000. The estimated initial investment ranges from $99,000 to $195,000.

Risk factors:

1. THE FRANCHISE AGREEMENT REQUIRES THAT ALL DISAGREEMENTS BE SETTLED
BY ARBITRATION IN PENNSYLVANIA. OUT OF STATE ARBITRATION MAY FORCE
YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO
COST YOU MORE TO ARBITRATE IN PENNSYLVANIA THAN IN YOUR HOME STATE.

2. THE FRANCHISE AGREEMENT PROVIDES THAT ANY CLAIMS THAT ARE NOT
SUBJECT TO ARBITRATION MUST BE LITIGATED IN PENNSYLVANIA. OUT OF
STATE LITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE
SETTLEMENT FOR DISPUTES. IT MAY ALSO COST YOU MORE TO LITIGATE IN
PENNSYLVANIA THAN IN YOUR HOME STATE.

3. THE FRANCHISE AGREEMENT STATES THAT PENNSYLVANIA LAW GOVERNS THE
AGREEMENT AND THIS LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND
BENEFITS AS LOCAL LAW. .

4, THE FRANCHISE AGREEMENT CONTAINS A POST-TERM NON-COMPETITION
CLAUSE.

5. REGISTRATION OF THIS FRANCHISE WITH A STATE DOES NOT MEAN THAT THE
STATE RECOMMENDS IT OR HAS VERIFIED THE INFORMATION IN THE OFFERING
CIRCULAR. IF YOU LEARN THAT ANYTHING IN THIS OFFERING CIRCULAR IS
UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION AND THE APPROPRIATE
STATE AUTHORITY AS IDENTIFIED IN EXHIBIT A TO THIS OFFERING CIRCULAR.

6. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

BALAASZ-93635041-51-532-00062



EVEN THOUGH THE FRANCHISE AGREEMENT PROVIDES THAT “HOME STATE” LAW
APPLIES, LOCAL LAW MAY SUPERSEDE IT IN YOUR STATE. PLEASE REFER TO ANY
STATE-SPECIFIC ADDENDUM THAT MAY BE ATTACHED TO THE OFFERING CIRCULAR
FOR DETAILS.

INFORMATION COMPARING FRANCHISORS IS AVAILABLE. CALL THE STATE
ADMINISTRATORS LISTED IN EXHIBIT A OR YOUR PUBLIC LIBRARY FOR SOURCES OF
INFORMATION. IF YOU LEARN THAT ANYTHING IN THIS OFFERING CIRCULAR IS
UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION, WASHINGTON, D.C. OR THE
STATE ADMINISTRATOR IDENTIFIED IN EXHIBIT A TO THIS OFFERING CIRCULAR.

This Offering Circular is registered or on file in the following states, which registration or filing became
effective on the dates listed below:

State Effective Date
California 2002
Hawail
Iltinois July- 27,2002
Indiana Oetober 32002
Maryland November 182002
Michigan 202
Minnesota Fuly31-2002
New York Anigust20:-2602
North Dakota Aeust8-2062
Rhode Island August5-2002
South Dakota July-30-2002
Virginia
Washington Augast-9-2002
Wisconsin Julby20-2002

BALLASZ-0363004w4-51 55200002



MICHIGAN NOTICE

The State of Michigan prohibits certain unfair provisions that are sometimes in franchise
documents. If any of the following provisions are in these franchise documents, the provisions are
void and cannot be enforced against you:

(a) A prohibition against you joining an association of franchisees.

(b) A requirement that you assent to a release, assignment, novation, waiver or estoppel
which would deprive you of rights and protections provided under the Michigan Franchise
Investment Law. This does not preclude you, after entering into a franchise agreement, from
settling any and all claims.

() A provision that permits Dollar Discount to terminate vour franchise prior to the
expiration of its term except for good cause. Good cause includes your failure to comply with any
lawful provision of the Franchise Agreement and to cure such failure after being given written
notice thereof and a reasonably opportunity, which in no event need be more than 30 days, to cure
such failure.

(d) A provision that permits Dollar Discount to refuse to renew your franchise without
fairly compensating you by repurchase or other means for the fair market value at the time of
expiration, of your inventory, supplies, equipment, fixtures and furnishings. Personalized materials
which have no value to Dollar Discount and inventory, supplies, equipment, fixtures, and
furnishings not reasonably required in the conduct of the franchise business are not subject to
compensation. This provision applies only if:

(i) The term of the franchise is less than five years; and

(i) You are prohibited by the Franchise Agreement or other agreement from
continuing to conduct substantially the same business under another trademark, service mark,
trade name, logotype, advertising or other commercial symbol in the same area subsequent to the
expiration of the franchise or if you do not receive at least six months advance notice of Dollar
Discount’s intent not to renew the franchise,

{e) A provision that permits Dollar Discount to refuse to renew the franchise on terms
generally available to other franchisees of the same class or type under similar circumstances. This
provision does not require a renewal provision in the Franchise Agreement or other agreement.

" A provision requiring that arbitration or litigation be conducted outside of
Michigan. This does not preclude you from entering into an agreement, at the time of the
arbitration, to conduct arbitration at a location outside of Michigan.

(2) A provision which permits Dollar Discount to refuse to permit a transfer of
ownership of the franchise, except for good cause. This provision does not prevent Dollar Discount
from exercising a right of first refusal to purchase the franchise. Good cause includes, but is not
limited to:

(i) The failure of the proposed transferee to meet Dollar Discount’s then-
current reasonably qualifications or standards.

(ii) The fact that the proposed transferee is a competitor of Dollar Discount.

(iii) ~ The unwillingness of the proposed transferee to agree in writing to comply
with all lawful obligations.



(iv) The failure of the franchisee or proposed transferee to pay any sums owing
to Dollar Discount or to cure any default in the Franchise Agreement existing at the time of the
proposed transfer.

(h) A provision that requires you to resell to Dollar Discount items that are not uniquely
identified with the franchisor. This does not prohibit a provision that grants Dollar Discount a
right of first refusal to purchase the assets of a franchise on the same terms and conditions as a
bona fide third party willing and able to purchase those assets, nor does it prohibit a provision that
grants Dollar Discount the right to acquire the assets of a franchise for the market or appraised
value of such assets if you have breached the lawful provisions of the Franchise Agreement and
have failed to cure the breach in the manner provided in (¢c), above,

(D) A provision which permits Dollar Discount to directly or indirectly convey, assign,
or otherwise transfer its obligations to fulfill contractual obligations to you unless provision has
been made for providing the required contractual services.

The fact that there is a notice of this offering on file with the Attorney General does not constitute
approval, recommendation, or endorsement by the Attorney General.

Any questions concerning this notice should be directed to the Michigan Department of Attorney
General, Consumer Protection Division, Antitrust and Franchise Unit, 670 Law Building, Lansing,
Michigan 48913 (517) 373-7117.
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ITEM 1
THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

To simplify the language in this offering circular “Dollar Discount” means Dollar Discount Stores of
America, Inc., the franchisor. “You” means the person who buys the franchise. The term “you” does not
include the franchisee’s principals, unless otherwise stated.

Dollar Discount is a Pennsylvania corporation that was incorporated on May 28, 1987, and does business
only under its corporate name as “Dollar Discount Stores”. Its principal business address, or home office,
is 1362 Naamans Creek Road, Boothwyn, PA, 19061. Dollar Discount has no predecessors nor affiliates.
Dollar Discount’s agents for service of process are listed in Exhibit B to this Offering Circular.

Dollar Discount is a marketing services and franchise company which licenses franchisees to operate
stores (“Dollar Discount Stores”) selling general merchandise under the name “Dollar Discount” and
Dollar Discount’s proprietary business system (“System”). The System was developed in 1982 by Dollar
Discount’s management, and transferred to Dollar Discount upon its incorporation.

Dollar Discount began selling franchises in the Spring of 1987 and has not itself owned or operated a
business similar to that to be operated by you. However, Dollar Discount’s management has significant
experience with similar businesses. Dollar Discount’s management founded the Dollar Discount Stores
concept in 1982, when the first Dollar Discount Store opened for business. Dollar Discount’s
management has established corporations which have themselves been franchisees of Dollar Discount,
and have operated 11 Dollar Discount Stores in Delaware, Maryland, New Jersey and Pennsylvania. All
of these stores have been transferred to other, independent franchisees. See Item 20. Dollar Discount has
not offered, and does not currently offer franchises in other lines of business and has never engaged in
any other business activities.

The Dollar Discount franchise agreement authorizes you to operate a single Dollar Discount Store at a
specific location. Dollar Discount Stores sell a wide variety of goods, including toys, candy, foods,
housewares, party supplies, gadgets, health and beauty aids, pet supplies and tools. Dollar Discount
maintains a low price philosophy, and most items offered to the consumer are sold at low or discount
prices. In order to maintain customer interest and patronage, Dollar Discount Stores regularly introduce
new or additional items into stock. Dollar Discount will recommend such new or additional items to you.
You will offer and sell all merchandise, at your option, at or below the retail price of one dollar, except as
Dollar Discount may otherwise permit. Dollar Discount may, in the future, increase or decrease this
maximum price limitation or add other recommended or maximum price points or limitations, to the
extent permitted under applicable law.

Dellar Discount Stores are retail stores that offer and sell merchandise to the general public. The typical
Dollar Discount Store customer is attracted by its merchandise and low price philosophy. The typical
consumer will be one to whom bargain pricing is desirable. The store will be competing with stores
offering similar merchandise at discount prices.

There are no regulations specific to the industry in which the franchise business operates.

ITEM 2
BUSINESS EXPERIENCE

Chief Executive Officer, Treasurer and Chairman of the Board: Paul Cohen

Mr. Cohen founded the Dollar Discount Stores concept in 1982 as owner of the first store, and has been
with Dollar Discount since that time. He founded the franchise in 1987. Mr. Cohen brings to the
franchise his substantial experience in wholesaling and retailing of general merchandise. Mr. Cohen aiso
owns and operates Booth’s Corner Realty which owns Booth’s Corner Farmers® Market in Boothwyn,
Pennsylvania.



President, Chief Operating Officer and Director;: Ronald Cohen

Mr. Cohen has served as Dollar Discount’s President and Chief Operating Officer and Director since
December 1998 and is currently responsible for new product development, training new franchisees, and
coordinating the day-to-day operations of Dollar Discount’s corporate offices. From its foundation in
1982 through December 1998, Mr. Cohen served as Executive Vice President. Mr. Cohen has also
served as a Director of Dollar Discount.

Vice President and Director: Beniamin Cohen

Mr. Cohen has served as Vice President and Director of Dollar Discount since its formation, and currently
provides consulting services to the company. In January 2003, Mr. Cohen also agsumed the duties of
Director of Merchandise.

Treasurer and Director: Bonnie Fryer

Ms. Fryer has served as Treasurer and Director of Dollar Discount since its formation, and currently
provides consulting services to the company.

Secretary and Director: Cindy Hamilton

Ms. Hamilton has served as Secretary and Director of Dollar Discount since its formation, and currently
serves Regional Franchise Director and provides consulting services to the company.

Chief Financial Officer: Carlo Silvesti

Mr. Silvesti joined Dollar Discount in December 1999 as Chief Financial Officer. From February 1997
through November 1999, Mr. Silvesti served as Controller for the Lenon-X Corp. of Westbury, in Long
Island, New York. From February 1995 through February 1997, Mr. Silvesti served as Director of
Finance for ChemAlloy, Inc., located in Bryn Mawr, Pennsylvania.

Franchise Director: Mitchell Insel

Mr. Insel assumed his present position with Dollar Discount in July of 1988 and has been with the
company since that time.

Operations Director: David Brady

Mr. Brady joined Dollar Discount in May of 1992 and serves as the company’s Operations Director.
Merchandise Director: Charlie Militti

Mr. Militti joined Dollar Discount in September 1997, and served as the company’s District Manager
through November 1999. Since November 1999, Mr. Militti has served as Merchandise Director, and is
currently responsible for the procurement and distribution of merchandise for Dollar Discount Stores.
From April 1988 through March 1997, Mr. Militti operated C&D variety stores in Glassboro, New Jersey.

Director of Franchise Development: Gerald Leibowitz

Mr. Leibowitz joined Dollar Discount in 1990 and currently serves as the company’s Director of
Franchise Development.

ITEM 3
LITIGATION

Dollar Piscount-Stores-of- America Inev—Jeromeand-Gail Staelanan
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In the Matter of Dollar Discount Stores of America, Inc.

{Case No. 97-1234) Administrative Proceeding before the Securities Commissioner of Maryland. In
November 1997, the Maryland Securities Commissioner concluded that grounds existed to allege that we
violated the registration provisions of the Franchise Law by offering and/or selling 3 franchises during a
period in which our Maryland registration had lapsed. On November 19, 1997, we consented to the entry
of an order requiring us to immediately and permanently cease and desist from the offer and sale of
franchises in violation of the Franchise Law, to diligently pursue our pending application to re-register the
franchise in Maryland, and to offer to rescind the 3 franchises sold during the period in which the
franchise was not effectively registered in Maryland. We are currently in compliance with the Consent
Order.

Michael Petusha. Michael Haynes, T&T Dollar, Inc. v. Dollar Discount Stores of America, Inc.

(U.S.D.C. ED.Pa.,, No. 01-384)(U.S.D.C. E.D.Mi., No. 01-71849DT) On January 24, 2001, we brought
an action against Petrusha, Haynes and T&T Dollar, Inc. in the United States District Court for the
Eastern District of Pennsylvania to enforce the terms of the franchise agreement. Later, on April 11,
2001, Petrusha, Haynes and T&T, who operated several unauthorized dollar stores, commenced an action
in Michigan state court alleging that we failed to make proper disclosures and sought rescission of their
franchise agreement and monetary damages. We removed the case to the United States District Court for
the Eastern District of Michigan. These cases were settled and Petrusha, Haynes and T&T agreed to
bring their unauthorized dollar stores into our franchise system. We did not pay any money to settle these
cases.

Other than these 4two actions, no litigation is required to be disclosed in this Offering Circular.

ITEM 4
BANKRUPTCY

No person previously identified in Items 1 or 2 of this offering circular has been involved as a debtor in
proceedings under the U.S. Bankruptcy Code required to be disclosed in this Item.

ITEM 3§
INITIAL FRANCHISE FEE

All franchisees pay an $18,000 Initial License Fee. $9,000 is payable when the Franchise Agreement is
signed; the balance of $9,000 is payable when you sign your lease for the store. If you provide to Dollar
Discount with accurate information concerning your history and financial condition, and if you fail either
to obtain a mutually acceptable location or obtain required financing after a diligent search for both, then
you may terminate the Franchise Agreement. If you terminate the Franchise Agreement for either of
these reasons, and you sign a general and full release of all claims in favor of Dollar Discount and certain




other entities and individuals, Dollar Discount will refund to you $8,000. The Initial License Fee is
otherwise nonrefundable.

All franchisee fees are applied to the franchisor’s general operating fund. All obligations of franchisor,
whether to franchisees or otherwise, are paid out of this fund.

It is Dollar Discount’s current policy to offer a discount to existing franchisees who acquire additional
franchises. According to this policy, existing franchisees may acquire additional franchises for a reduced
franchise fee of $9,000 if (1) they have operated a Dollar Discount Store for at least 6 months; and (2) are
in compliance with all applicable franchise agreements. Dollar Discount may change or eliminate this
policy at any time, in its sole discretion.

ITEM 6
OTHER FEES
Name of Fee Amount . Due Date Remarks

Royalty 3% of Gross Receipts | Weekly as collected by Dollar Discount currently
up to $1,000,000 each | Dollar Discount offers a royalty abatement
calendar year; 1.5% of agreement to qualifying
Gross Receipts in multiple-unit franchisees
excess of $1,000,000 in which cap royalties at $50,000
the same calendar year per year.
See Note 1

Advertising 1% of total Gross See Note 2 See Note 2
Receipts with right to
increase to 2% of Gross
Receipts if certain

conditions are met

Continuing Inventory
Levels

Cost of inventory

Supplier’s credit terms

You will be required to
contimnally replenish the
Store’s inventory to maintain
inventory levels.

submit accurate and
legible reports,

Then you will have to
pay for the costs of the
audit

Transfer 1/3 of the then-current | Before the transfer is made | When you sell your franchise
initial license fee
Audit If you fail to timely 10 days after billing

Renewal Fee

1/3 of the then-current
initial license fee

30 days before renewal

Dollar Discount Stores of America, Inc.
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