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THE FROZEN FACTS

Dairy Queen Operators’ Association/Dairy Queen Operators’ Cooperative
(DQOA/DQOCQ) is in its 33rd year of service as the only independent voice for
more than 1,500 Dairy Queen Franchisees throughout the United States.

DQOA is all for growth and evolution of the Dairy Queen brand — it will
only benefit us in the long-run — but this evolution must be based on a well-tested
plan that benefits Franchisees as well as International Dairy Queen (IDQ).

This currently is not the case.

IDQ’s new “Concept Evolution” plan to launch DQ Grill and Chill and Dairy
Queen treat concept stores throughout the United States is based on overreaching
objectives that are threatening the existence of thousands of independent,
franchised Dairy Queens around the country. A lifetime of investment and hard
work will become essentially worthless for these many independent, small business
owners, unless IDQ rethinks its plans and negotiates a new plan with its “business
partners” that profits BOTH parties.

IDQ’s “Concept Evolution” plan is risky and unproven; it has not been tested
in enough markets, nor is it independently verified by a qualified auditing firm.

It doesn’t even approach a “best practices” model in the franchise industry, which
includes impact policies agreed to in true collaboration among corporate officers
and franchisees.

Due to impossible transfer standards, the apparent aim to create a supply
chain monopoly and a self-serving encroachment policy, IDQ’s “Concept
Evolution” plan is draining the current equity from Dairy Queen Franchise
Operations — the same dedicated owners who helped build Dairy Queen into

an American tradition.

DQOA/DQOC members serve their customers, not IDQ. DQOA/DQOC is
in favor of brand “segmentation,” not “transformation.” Segmentation allows variation
for different markets, which can, in turn, drive innovation. Who’s to say that what
customers want in Nashville,Tenn., is the same as those in Grinnell, lowa, or
Minneapolis, Minn.?

As many as 3,000 Dairy Queen Franchisees are at risk of losing their business
based on IDQ’s practices.

Under the guidelines of “Concept Evolution,” existing Dairy Queen Franchisees
would be required to pay approximately $400,000 per store in order to fit the new
“model” proposed by IDQ.




ARBITRATION AWARD AND OPINION ANNOUNCED

The DQOA/DOQC is pleased to announce the Arbitrator’s Award and Opinion that was issued
on April 2, 2004 with respect to the Demand for Arbitration that the DQOA/DQOC filed against
IDQ and ADQ.

The Class Settlement Agreement in Collins

In 1994, a class action lawsuit was filed against IDQ and ADQ on behalf of Dairy Queen
franchisees. In that lawsuit, the plaintiffs alleged that IDQ and ADQ violated federal and state
antitrust laws, and breached the Dairy Queen franchise agreements, with respect to the manner
in which IDQ/ADQ implemented the process of approving alternative sources of supply of
approved products that are used in Dairy Queen restaurants. In 2000, the parties entered into
the Class Settlement Agreement to resolve the issues raised in the lawsuit. The Class Settlement
Agreement sets forth the rights and obligations of IDQ/ADQ, the Dairy Queen franchisees

and the DQOA/DQOC with respect to the product approval process, and requires the parties
to resolve disputes arising from the Class Settlement Agreement through arbitration.

DQOA/DQOC’s Demand for Arbitration and IDQ/ADQ’s Counter-Demand

In June 2003, the DQOA/DQOC filed a Demand for Arbitration, alleging that IDQ/ADQ had
breached the Class Settlement Agreement with respect to the manner in which it implemented
the product approval procedures in a number of instances. IDQ/ADQ filed a Counter-Demand
alleging that the DQOA/DQQC failed to demonstrate respect to IDQ/ADQ, in breach of the
Class Settlement Agreement, by publishing certain franchisee letters and articles in The
BottomLine. The parties filed briefs and presented evidence at hearing before the Standing
Arbitrator in December 2003 and January 2004. On April 2, 2004, the Arbitrator issued an
Award and Opinion holding that:

|. IDQ/ADQ breached the Class Settlement Agreement by failing to provide specification
to Fabri-Kal (the DQOC-endorsed supplier of plastic containers) in the most detailed
product specifications available.

2. IDQ/ADQ breached the Class Settlement Agreement by failing to apply reasonable
product approval procedures in connection with the DQ Chocolate Sandwich Wafer
provided by Cookie Kingdom.

3. IDQ/ADQ is required to sell Mr. Misty flavors to DQOA/DQOC-endorsed
warehouses at the same price and on the same terms that IDQ/ADQ offers those
flavors to IDQ-authorized warehouses, because there is no reasonable alternative
manufacturer of those products.

4. IDQ/ADQ is required to sell Manufactured Novelties to DQOA/DQOC-endorsed
warehouses at the same price and on the same terms that IDQ/ADQ offers to
IDQ-authorized warehouses, because there is no reasonable alternative manufacturer
of those products.



5. IDQ/ADQ breached the Class Settlement Agreement by failing to provide specifications
for new products on a timely basis with respect to three new products.

6. “Branded” products are products identified by a trademark or other distinctive name to
show quality of contents, which is in the usual form in which the product is presented to
the consumer. For example, a whole Keebler” cookie is a branded product, but the altered
form of that cookie that is used in a Blizzard" is not.

7. The Arbitrator declined to make an award on IDQ/ADQ’s Counter-Claim, stating that the
DQOA/DQOC has a First Amendment right to free expression in The BottomLine.

8. The DQOA/DQOC’s claim that IDQ/ADQ should be required to sell the Ultimate Box
to DQOA/DQOC-endorsed warehouses at the same price and on the same terms
that IDQ/ADQ offers to IDQ-authorized warehouses (because there is no reasonable
alternative manufacturer of those products) is moot because IDQ/ADQ is discontinuing
the use of the Ultimate Box.

9. IDQ/ADQ did not act unreasonably in requiring Lyons-Magnus to sign a separate
non-disclosure agreement for each topping submitted for IDQ/ADQ approval.

10. IDQ/ADQ did not unreasonably fail to advise the DQOC in a timely fashion regarding
developments with respect to the Summer 2003 cup promotion.

The DQOA/DQOC is pleased with the outcome of the Arbitration and believe that the process
produced a fair and equitable result. A full copy of the Award and Opinion and DQOA/DQOC’s
Post-Arbitration Briefs will be posted on the DQOA website dqoa-dqoc.com

In the first News Alert we mentioned plans were in place to keep you
up to date and informed about our campaign to protect your Dairy
Queen store equity. At the time of press a billboard was up in
Omaha, NE with a subtle message “Warren, Your Grill Is Killing Our
Chill.” Representatives will also be present to publicize your campaign
of fairness and constructive change with this important audience.
We will keep you updated.

Remember our new hotline number 866-572-1205 is available (note
correction). If you feel your business is being threatened, if you are
concerned about your future, or if you would like to get involved,
please call.

1580 White Oak Drive, Suite 285
Chaska, MN 55318




Dairy Queen Franchisee Fears 42 Years of Equity Will Melt Away

Since 1963, Susan Birkholtz has been serving up smiles from behind the counter of her
family’s Dairy Queen in Youngstown, Ohio. At the age of |3, she would rush directly from school
to help her recently widowed mother, Eileen Roth-Spisak, dip cones and wipe tables at the store.
Money was tight, and while other kids in the neighborhood spent summers having fun in the sun,
Birkholtz faced the responsibility of long hours, hard work and sacrifice.

But according to Birkholtz, Dairy Queen was more than just a livelihood. It became a part
of her family and their way of life. “My mother opened the store, my grandma helped with the
books and my kids have all worked here,” Birkholtz says. “That’s four generations under one roof”

Nearly 42 years later, Birkholtz can still be found behind the counter of that Dairy Queen
and says that although the years have been filled with struggles, they have also been filled with price-
less memories. “Each day brings something new,” Birkholtz says. “I've seen families grow and the
community change.”

While most people in her situation would be planning for a safe, secure retirement,
Birkholtz is preparing for the battle of her life. Recent communications from International Dairy
Queen (IDQ) indicate changes are on the horizon that will threaten the wellbeing of many beloved
neighborhood Dairy Queens across the United States, including hers. Birkholtz has come to realize
that her future is in jeopardy and her family’s investment could easily become worthless under the
strategies of IDQ.

“It breaks my heart,” Birkholtz says. “It just kills me [I've worked so hard, seven days a
week, |0 months a year for 42 years, and this is what it’s come to!”

Birkholtz’s reality is an example of the changing face of Dairy Queen. A new business
strategy developed by IDQ is setting out to provide “unification” within the Dairy Queen system.
According to IDQ), the number of different types of Dairy Queen stores must be reduced. Under
a plan called “Concept Evolution,” existing stores will be forced to move towards either a food-
centric design and menu or treat-centric design and menu. The plan, which will affect the majority
of Dairy Queen operators, will require a great deal of change and a level of monetary investment
estimated at $400,000 per store — an amount that most owners cannot afford.

“| feel like | am just a number, a statistic to IDQ),” Birkholtz says. “They could take a pencil’s
eraser and just rub me out.”

Birkholtz says her Dairy Queen sales have already gone down 26 percent the past three
years because IDQ forced her franchise to stop selling Queen’s Choice and flavored ice cream,
which IDQ itself once aggressively promoted. On top of it all, Birkholtz recently received a certified
letter from IDQ informing her that she would be audited for 2002-2003.

“l can’t be expected to make the same numbers if they (IDQ) ar




