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Source: ZIPS Franchise Disclosure Document issued April 30, 2011. No offer or sale of a franchise can be made except by an FDD first filed and registered with applicable authorities. The top 36% of
ZIPS experienced member owned units had average gross sales above $1.5 million per unit from January to December 2010. See ltem 19 of the April 30, 2011 FDD for further details. This is not an
offer to sell a franchise. This offering is made by prospectus only. ZIPS Franchising, LLC, 7500 Greenway Center Drive, Suite 400, Greenbelt, MD 20770. ©2011 ZIPS. All rights reserved.
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Chairman’sNote
BY CHARLES SMITHGALL

Planning Works—Try It!

HE 2011 MuLTI-UniT FrancHIsING Con-
ference held in Las Vegas April 27-29 is
now in our rearview mirror and what did
we learn?

Our theme for the conference was “Plan To-
morrow Today,” and the fabulous team at Fran-
chise Update Media Group did just that. At the
planning session in Atlanta in September 2010,
we set a goal to produce the
largest and most successful
Multi-Unit Franchising Con-
ference in the 10-year history
of the event. And guess what?
Planning works.

The program was highlighted
by masterful keynote speakers.
In the opening keynote, Domino’s Pizza CEO
J. Patrick Doyle recounted one of the greatest
reinventions ever in the food industry. The next
morning futurist Jim Carroll told us why inno-
vators will rule the future, and what we can do
about it. Then multi-unit franchisee and NBA
broadcaster Sean Tuohy, immortalized by the
movie “The Blind Side,” told us his inspiring
story firsthand.

On every level, the conference was masterfully
executed. From the sold-out golf tournament and
banquet on Tuesday to the final Friday morning
session with customer service expert John DiJu-
lius, the conference was a smash success.

I had the chance to discuss the value of the
conference with many of my fellow franchisees
both during and afterward, and I am convinced
that, to a person, they all felt they had gotten
their money’s worth by attending. At the end of
each conference, I return to Atlanta optimistic
that I can have a positive impact on our Aaron’s
store operation, armed with the new information
to which I have been exposed.
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As Mick Jagger once said, “There is nothing
left to prove in rock’n’roll.” In other words, there
are no new ideas—we’re just recycling old ones,
and that’s okay. As long as they work, there is no
pride of authorship here. It’s all in the packaging
and the presentation. Often we hear the same old
idea expressed in a different way, and we finally
get it.

For me, the Exhibit Hall gave me two new
ideas for unit improvement. The first was in the
invoice consolidation and payment area, and the
second was in the real estate area. And what a
host of new brands are there just waiting for new
franchisees in order to expand!

Throughout the conference, the staff of Fran-
chise Update Media Group was everywhere, en-
suring that everything ran smoothly. What's really
encouraging for me is that this conference is only
going to improve—and that is good news for all
of us.

Whether you are a multi-unit franchisee, as I
am, just trying every way you can to improve your
business, an actively growing franchisor desiring
face time with potential quality new franchisees,
or a vendor marketing your products and services
to franchisees and franchisors, make a note that
the 2012 Multi-Unit Franchising Conference will
take place April 24-26 at the Mirage Hotel in Las
Vegas. Don’t miss it!

I'll see you there.

(ZL._.L_CE«

CHARLES SMITHGALL
CHAIR
2011 Murti-UnriT FrancHISING CONFERENCE
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Conferences

10th Multi-Unit Franchising Conference

Franchise Update Media Group’s annual Multi-Unit Franchising Con-
ference just celebrated its 10th anniversary with the largest, most
successful conference in its history. The Venetian Las Vegas played
host to more than 900 franchise industry movers and shakers this
past April. Plans are already under way for next year’s event which
promises to up the ante once again, April 24—26 at The Mirage in
Las Vegas. For a look back on the 2011 conference (including the
presentations) and a peek ahead to next spring’s conference, visit
www.multiunitfranchisingconference.com/.

A MULTI-UNIT

"ﬁ%‘ﬁf * P FRANCHISING
A CONFERENCE
‘ 3 P / April 27-29, 2011 - The Venetian, Las Vegas

Multi-Unit Community

Check out our new community-based mufranchisee.com web-
site. Your exclusive look into the world of multi-unit franchising. Your
one-stop online shop to find:

e Exclusive articles e |nterviews
e News coverage e Perspectives
e |nteractive networking e and more....

Franchising.com 3.0 Launched!

Online Edition

Now you can have everyday access to Multi-Unit Franchisee maga-
zine on your computer, at home, or at work. This free online edition
is feature-packed and fully searchable, printable, and downloadable.
Look for the Online Edition link on mufranchisee.com/.

Changing Tastes

Jeff Orlando, who operates Wingstop and Schlotzsky’s franchises,
remembers his first franchise experience in 1999 when he opened
the 10th store in the then-new Wingstop brand. “Everybody told me
| was crazy,” he recalls. “When we were growing up, nobody wanted
the wing—everybody wanted the drumstick. We threw the wings
away.” Obviously, things have changed, he says, as he anticipated
this year’s Super Bowl Sunday, the busiest day of the year for his
store. “Wings and sports just go together.” They sure do. www.
franchiseupdate-digital.com/franchisee/2011iss2/#pq32

Rankings

Check out our annual rankings of top franchisees and their multi-unit
brands and find out “who’s on first.” www.mufranchisee.com/
rankings/.

“Don’t just survive, thrive!”

Franchise Update Media Group’s 207 1Annual Franchise Devel-
opment Report and Grow to Greatness book by Steve Olson offer
invaluable tips for franchise sales success and unit growth in tough
economic times. Visit www.franchiseupdate.com/afdr/ and
www.franchiseupdate.com/growtogreatness/

The new Franchising.com is now ready for use by franchise buyers,
with new and faster ways to connect entrepreneurs with the right
franchise opportunities through cutting-edge content and innova-
tive online tools. Franchising.com is also now on Facebook at www.
facebook.com/franchisingcom: click “Search” for instant ac-
cess to more than 2,000 brands by industry, location, and invest-
ment level. Watch for additional new services in 2011, including a
businesses for sale directory, more franchise opportunity videos, and
an “Ask the Pros” question where users submit questions and fran-
chisors compete for the spotlight by answering them. Looking for a
new brand? Industry news? Browse through our Franchise Opportu-
nities, Education Center, Resources, Franchise Newsroom, and Video
Spotlight at www.franchising.com/.

MULTI-UNIT FRANCHISEE [SSUE IIl, 2011

for ordering information.


http://mufranchisee.com
http://MUFranchisee.com
http://www.mufranchisee.com
http://www.multiunitfranchisingconference.com/
http://mufranchisee.com/
http://www.franchiseupdate-digital.com/franchisee/2011iss2/#pg32
http://www.mufranchisee.com/rankings/
http://mufranchisee.com
http://Franchising.com
http://newFranchising.com
http://Franchising.com
http://www.facebook.com/franchisingcom
http://www.franchising.com/
http://www.franchiseupdate.com/afdr/
http://www.franchiseupdate.com/growtogreatness/
http://www.franchiseupdate-digital.com/franchisee/2011iss2/#pg32
http://www.mufranchisee.com/rankings/
http://www.facebook.com/franchisingcom

Multi-Unit Opportunities Available
Throughout the Country

NAMED PIZZA CHAIN OF THE YEAR FOR A SECOND
YEAR IN A ROW BY PIZZA TODAY MAGAZINE!

. +9.9% Domestic Same Store

Sales Growth in 2010

e 2011 ARF Grand Ogilvy Award for Excellence in
Advertising Research

e Adavertising Age magazine “2010 Marketer of the
Year Runner-Up”

¢ Ranked #1 in Forbes magazine’s “Top 20 Franchises
for the Money” list

For more information visit www.dominosbiz.com, email franchising@dominos.com or call 734-930-7011
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BY KERRY PIPES

Recognizing and
rewarding success

S WE LIKE TO SAY HERE, NUMBERS TELL ONLY ONE PART OF THE
story. The individual franchisees who create those numbers flesh
them out, give them character, make them come alive. That's

why we profile successful multi-unit operators each issue. Once again, we
have benefited from the generosity of half a dozen mulfi-unit franchi-
sees who have taken fime from their busy lives fo provide a window into
how they live and work. By the way, all were recognized as 2011 MVP
Award winners at the Mulii-Unit Franchising Conference this April.

e Gary and Sally Myers are one hushand and wife team
who know how to succeed in business and in life. After more than 27
years as Sizzler franchisees and 34 years of marriage the couple s still
growing and loving every minute of it.

e Greg Thomas simply can't sit still. The self-professed ADHD
multi-unit franchisee always has his mind on his business and community,
pondering ways fo pour more of himself into hoth. He likes to buy dis-
tressed units and turn them around and now operates 13 Great Clips and
2 Smoothie Kings. Thomas also led a highly successful branding initiative
for Great Clips that continues to pick up speed.

e John Scharnwehber wos raised in the restaurant business.
In college, he studied hotel, motel, and restaurant management before
turning back to the restaurant business. Being in the right place af the
right time led him to become a franchisee, and today he oversees top-
performing units for three Ground Rounds and four Denny.

o Zane Tankel has taken Applebee’s to the Big Apple and been
wildly successful. He says one of his critical roles as a manager is to be
cheerleader for his employees. He's doing just that for his 35 Applebee’s
locations spread around the New York City metro area.

 Do¢ Cohen has a sweet tooth for business— or at least a busi-
ness for customers with a sweet tooth! Fifieen years ago, Cohen left his
pharmacy and law degrees behind to become a franchisee. Today he
operates more than two dozen units for Great American Cookies, Pretzel-
maker, TCBY, and Coffee Beanery and in 2011 became the first franchi-
see inducted into the IFA's Hall of Fame.

* Kevin Hatton went from EMT to franchisee and back
again. .. sort of. The South Carolina native keeps actively involved in
Charleston, where he operates five Firehouse Subs shops. And because
of his dedication to the community, he found himself talking to Anderson
Cooper on CNN after equipment he'd purchased for a local fire depart-
ment helped save a man’s life.

For more about these spectacular multi-unit MVPs. .. read on!
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BY DEBBIE SELINSKY

Persistence, consistency,
hard work, and faith

$ MULTI-UNIT FRANCHISEES WITH 24 SIZZLER RES-

taurants, Gary and Sally Myers spend a lot of time

together at work, where he is president and CEO of

their Temecula, Calif.-based company, and she is vice
president of marketing.

And after working together for more than 25 years and
being married nearly 34, the energetic couple still jokes about
the “sizzling” romance they started in high school. Gary, a
business major, proposed three times during their college
years—the final time in front of her fellow cheerleaders at
Pepperdine University. Sally, who majored in marketing and
communications, accepted as soon as they graduated. “Let’s
just say I'm known as persistent and consistent,” he says.

Gary, who put himself through school by moving up
through the ranks of the Market Basket grocery store chain,
had benefited for years from the tutelage of his father-in-law,
Jack Williams, a veteran Sizzler franchisee. When Williams of-
fered him a position as director of training with his company;,

NAME: Gary Myers, president/CEO; Sally Myers, vice
president of marketing

COMPANY: BMVW Management

NO. OF UNITS: 24 Sizzlers; 1 Richie's Real American Diner
AGE: Both 55

FAMILY: Three children: Bryce works for us in real esfate
development and lease negotiations and is married

to Heather with one child and another on the way;
Britney Neffendorf, a married teacher with two children
and husband Jimmy, who does our Sizzler building
maintenance; and our youngest, Brenna, who works in
catering in the hospitality industry.

YEARS IN FRANCHISING: 277>

YEARS IN CURRENT POSITION: 27>




And heing married nearly 34 years,
the energetic couple still jokes ahout the
“sizzling” romance they started in high school.

Multl Unlth
iISsee
20“ MVP AWARD WINNER

You were recognized for demonstrating outstanding per-
formance and innovation in growing your organization and
brands. Tell us what you did. We believe it was because of our commit-
ment fo make the Sizzler brand better than it has ever been— to make it the
new-generation Sizzler with our remodels and revamped food items over the past
four years. Qur commitment to brand is illustrated in many ways, including our
local store marketing programs, community giving, and student recognition organi-
zation. We are also committed fo our people — our most important investment.
As a multi-unit franchisee, how have you raised the bar
within your organization? BMW has set the bar high by going beyond
what others will do and spend in their Sizzler concept. Our focus is on character,
integrity, and service, building relationships and making a difference when and
where it matters. We will never put a lid on our box. We think outside the box and
teach and expect our team to grow and keep their lids liffed too.

What innovations have you created and used to build your
company?There are many innovations related to our new-generation Sizzers.
At the new salad bar, which is stocked with fresh food from the inside, the Greek,

Asian, Caesar, and spinach salads will be tossed and made fresh before quests’
eyes and displayed in colorful bowls. The new POS terminal ordering counters are
no longer boring straight line countertops but contemporary elliptical pods. Some
of our new BMW Sizzler designs incorporate an open kitchen similar to that of
Houston’s Restaurant. We want our quests o be engaged in every fresh aspect of
our food, service, and facility. Qur new look incorporates lifestyle pictures with a
positive and active American theme, elliptical booths, and new playfully designed
fumiture. The outside has also undergone a fransformation and we've come up
with delicious new food products. All this has worked together fo atfract new
quests, improve frequency of visits, drive incremental sales, and improve the Siz-
Zler concept.

What core values do you feel led you to win this award? Our
core values focus on knowing who we are in Jesus Christ. That means we value
people over position and power. We value teaching others best practices and em-
phasizing honesty, humility, passion, and responsibility as the keys to growth and
success. Success fo us s investing in the lives of people and watching them grow
their gifts and talents and becoming sfrong contributors to the organization. At the
same time, we're committed to attracting and maintaining loyal guests, being the
very best at what we do, offering superior products and services, and improving
our brand.

MULTI-UNIT FRANCHISEE ISSUE Ill, 2011
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Forbco Management, he accepted and set out to learn more
about franchising and restaurants. Sally turned her hand to de-
veloping marketing and advertising programs for the company.

"The couple, who worked for Forbceo for six years after their
marriage and through the opening of 36 units in Southern
California, don’t believe they could have had a better teacher.
“He’s so passionate about his work and such a talented entre-
preneur,” Gary says. “He taught me all about what to do and
what not to do in the restaurant business: how to formulate a
company, take care of your people, and hire a great attorney,
accountant, and banker. And he’s really been a leader among
Sizzler franchisees.”

By the early 1980s, the couple, who’d found to their de-
light that they enjoyed working together, were ready to start
their own company. They became partners with John Burk, a
general contractor who’d built some of the Forbco Sizzlers,
and with Williams, who would operate as a silent partner,
forming BMW Management Inc. “I talked to the president
of Sizzler USA and he approved our five-store, five-year de-
velopment agreement,” says Gary.

Their idea was to take Sizzlers to areas that really needed

SMVP.

restaurants. In 1983, they opened their first in Temecula,
Calif., where they would move one year later. “We had lines
out the door. There were cowboys coming out of the hills on
horses, so we had to have a tie-up for the horses,” Gary recalls.
“People there just fell in love with Sizzler but they got tired
of standing in line. One regular customer said, ‘If you’ll build
another one in Moreno Valley, I'll give you the property and
$750,000 for the building.” It turns out that the property he
offered was exactly where I wanted to build.” BMW opened
that location in 1985.

2011 Multi-Unit Franchisee magazine MVP Award winners,
the couple currently are revamping their 24 Sizzlers into what
they call the “new-generation Sizzler.” Though their three
children are now grown, family, complete with grandchildren,
is still a priority with the busy couple.

“Juggling is something we still do. It’s not easy and there
were times we had to sacrifice our own sleep and interests to
maintain a positive, loving, thriving family and to be there
for the business and staff,” says Sally, who points to the fam-
ily camping vacations as a highlight of every year. “Butit’s all
been worth it. We are very blessed.” I

PERSONAL

Key accomplishments: Gary: Leading and operating a first-class organization
with dedicated and loyal people, keeping a family culture throughout our organi-
zation even as we've grown larger, and confinuing fo grow and succeed during
economic recessions. More recently, BMW Management has produced the greatest
change fo the Sizzler concept through building and remodeling restaurants. The
Murrieta and Oceanside Sizzlers are the newest remodeled units to feature our
innovative design elements along with some of the new food offerings on our
menu. Sally: | created Sizzler's local store marketing program, banquet and cater-
ing services and store opening festivities, and founded the Student of the Month,
Inc., a nonprofit organization to recognize college-hound high school seniors for
demonstrating character, perseverance, and concern for their community. My most
important accomplishment has been supporting my husband and his passion fo
have a company that is built upon a culture of infegrity, hard work, service, and a
warm, caring afmosphere.

Biggest mistake: Allowing others o talk us into making significant positive
changes in our company later than sooner.

Smartest mistake: Running out of employment applications at our very first
location twice, missing the same person and leaving him standing in the middle of
the Sizzler parking lot in Temecula all by himself. It was Ken Jay, who became the
director of operations for the company and has been with us since the beginning.
How do you spend a typical day? Gary: There really is not a typical day
in my life. If there is anything typical it is the attitude of being flexible and being
of support fo my staff in continuing to maintain and improve our business. Priori-
fies include catching up on sales numbers and analyzing other itical reports from
the previous day or week, sending feedback to quests and the froops, meefing
with various department heads, visifing as many of our restaurants as possible,
and meeting with vendors and others, usually at one of the restaurants. Sally: |
rise early, pray, exercise, and walk, hit the BlackBerry or laptop, spend the day in
and out of the office based on what projects are under way, and meet with com-
munity or ity leaders or with management and operation supervisors.

Work week: 24,/7 or whatever is required.

MULTI-UNIT FRANCHISEE [SSUE Ill, 2011

Favorite fun activities: Family gatherings and vacations.

Exercise /workout: Sally: | enjoy walking five to eight miles at least five
days a week. Gary: | get in a few sit-ups and push-ups once in a while, or | take a
long, fast walk with my wife.

Favorite tech toys: Our BlackBerrys and laptops.

What are you reading? We always go back to our John Maxwell Leadership
books.

Do you have a favorite quote /advice? Gary: How you set your sail
defermines your course in life, not the forces of nature. Sally: Character protects
your talent (John Maxwell).

Best advice you ever got: Gary: Surround yourself with winners and give
them your vision every day. Listen, listen, and listen. Sally: My best advice comes
from the Bible. God gives each one of us special gifts and talents to develop and
use for His glory by serving others around us.

Formative influences /events: Gary: | was largely formed by my dad’s
discipline and organization and my mother’s unconditional love and encourage-
ment. Running cross-country was the hardest thing I've ever done, and it gave me
a sense that | could do anything in the future. Working for my father-infow Jack
Williams taught me how to operate a successful company and how to lead an or-
ganization. I'm sfill amazed how small my feet are when looking at the shoes he
wears. Sally: | learned the importance of family at an early age from my mother,
a stay-athome mom, and my father, a successful businessman who worked long
hours. My mother was the glue that held the family together, and my father
introduced us to business experiences at an early age. All that set the stage for
me to work happily alongside my hushand and to fulfll our passions of hospifality,
innovation, and serving others.

How do you balance life and work? Gary: | spend most of my time

at work, so my wife gives our family the balance we need at home. Sally: Even
though we're now empty nesters, this is still a challenge. Our work and our fam-
ily are 24 /7 priorities. The key to balance is being flexible — otherwise life falls
apart.



WANT TO KNOW WHAT IT'S LIKE TO BE
A PART OF THE HOTTEST FITNESS
FRANCHISE IN THE WORLD?

Talk to an owner and find out for yourself.

If you're thinking of getting into the fitness hiz, there’s no better team to ally yourself
with than ours - we're industry veterans who've opened and operated hundreds of clubs,
all over the world. But don’t just take our word for it. Let us put you in touch with our franchise

owners - real people who've made the decision you're trying to make right now.
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Email MeetTheTeam@Crunch.com for franchisee contact info.
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Business philosophy: We tailor our products, adverfising, operations, and attitude to
meet the needs of our guests on every visit. Qur prime objective is o continually improve
and never fo swerve from guest service, employee growth, market share, and the success
of the people who work with us.

Are you in the franchising, real estate, or customer service business?
Why? We are a franchisee of Sizzler and a licensee of Richie’s Real American Diner. We
have some real estate investments, but mostly we are in the customer service, people-pleas-
ing business. All three are crifical fo staying alive in today’s economy.

What gets you out of bed in the morning? The thought of accomplishing our
goals and adding value to the company and others motivates us every day.

What’s your passion in business? Serving others, watching our staff engaged in
serving and pleasing our guests and watching them grow.

Management method or style: We have o “speed of the boss is the speed of the
team” mentality, with a peopledirst, employee-second culture that keeps a Godly family
spiit alive. We feach, encourage, and focus on the mission.

Greatest challenge: To see and catch o vision for the future and to confinue to work
diligently and passionately with Sizzler USA to energize the brand.

How close are you to operations? Gary: | am very close fo operations—it's my
passion and my sfrength.

Have you changed your marketing strategy in response to the
economy? How? Sally: Yes. We have experimented with many new strategies from
our advertising o our menu pricing, menu mix, and new product development. Not all of
our communities share the same advertising plan or are part of a TV market. We look at
each market and determine the best, most powerful, and economical approach to reach
our demographics. We have worked with Sizzler USA to determine the best Value Menu for
our guests that pairs a popular grill item with the Endless Salad Bar or pairs a popular lunch
entrée with a beverage. We also were the first Sizler franchisee to add the calorie counts
to our menus before the menu labeling law requirement. The most dramatic and aggressive
commitment BMW has invested in is the new generation/new vision remodels in our Calr-
fornia communities. We're showing our quests that Sizzler isn’t just going to hunker down
during the recession. In fact, the new Sizzler is now a lifestyle restaurant serving great food
to quests of all ages in a new building with a new energetic, fresh, and interactive inferior.
We're moving fast and furious to change all of our Sizzler locations info the new-generation
Sizzler.

Personality: Gary: Godearing and bold with a love of people and a big heart. Sally:
Passionate, happy, honest, fun, and a Type-A personality.

How do others describe you? Sally: Caring, fun, social, organized. Gary: Two
words that always come back to me from others are persistent and consistent.

How do you hire and fire? In addition to having a hireslow, fireast mentality,

we give our management applicants time to share, falk, and interview with our multi-unit
managers. We look for people with initiative and a positive attitude that fits our company
profile. Having only three individuals out of 1,200 employed in our company who can give
the okay fo activate a career change or fermination of employment fakes the emotion out
of any situation and gives us the opportunity to investigate the issues. Before taking any ac-
fion, we look at ourselves first to see if there is anything we could have done differently to
obtain a more posifive outcome.

How do you train and retain? We have learned over and over again that fraining
is a confinuous process. We have a complete training program for our management team
and employess.

How do you deal with problem employees? We engage the right people to
couch all involved toward a win-win situation. Qur goal is o always have you as our friend,
even if you cannot work for us. And we certainly want you back as our guest.
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MANAGEMENT

BOTTOM LINE

Annual revenue: $52 million

2011 goals: $60 million

Growth meter: How do you measure your growth? By guest
count growth, sales growth, profit growth, and people growth.

Vision meter: Where do you want to be in 5 years? 10
years? Gary: | hope I'll be the same person with much more experience
and knowledge. | want to continue to add value to others and lead or in-
fluence the leadership in a positive way. We may shrink or grow our busi-
ness, but we plan fo continue to improve upon our success and fo always
strive to encourage our people to be the best in the world.

How has the most recent economic cycle affected you, your
employees, and your customers? It has activated our talent and
initiated the search for what will make the biggest difference in connect-
ing with our employees and guests. Instead of just hunkering down and
getting through these times, we have engaged our falents and hard work
through training and upgrading our food offerings with over-the-fop remod-
els that differentiate Sizzler from the past and its current competitors.
Are you experiencing economic growth/recovery in your
market? We have seen three to four years of growth during the economic
downturn and are now seeing even more growth as we continue with our
remodels and new Sizzler concept.

What did you change or do differently in this economy that
you plan to continue doing? We are confinuing on our successful
remodeling program and new unit openings.

How do you forecast for your business in this economy?
We're focused on acquiring 5 o 10 percent increases on same-store sales
this year and info 2012.

Where do you find capital for expansion? We have formed o
relationship with GE Capital Finance for future remodels and new unit expan-
sion. We're also working with other local banks that are breaking loose from
the no-ending era and have shared their interest in lending to our growth
vehicles.

Is capital getting easier to access? Why /why not? Yes, itis
for us, because our company has demonstrated through our continued suc-
cess during the recession that we're set up for growth.

Have you used private equity, local banks, national banks,
other institutions? Why /why not? We have never used private
equity, but we have used the rest.

What kind of exit strategy do you have in place? No exit
strategy —we're in it for the long term.

What are you doing to take care of your employees? We
have continually trained and refrained our employees, and they can count on
receiving a paycheck on fime even during the worst of times. We provide the
tools for all to grow and succeed within our company. And if they leave us,
they take with them our standards of operation and infegrity.

How are you handling rising employee costs (payroll,
healthcare, etc.)? We are finding ways fo keep our costs in line by hav-
ing the best people in the industry looking out for our needs and protecting
our bottom line, while delivering the best benefits the company can afford.
How do you reward/recognize top-performing employ-
ees? We give our management team profit-sharing bonuses that rise or fall
depending on their managed results.
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BY JOHN CARROLL
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Turning distress into success —at

Y HIS OWN DESCRIPTION, GREG THoMASs 1s ADHD.
Sitting down to read a book, watching professional
sporting events, or lounging on a beach doesn’t re-
ally interest him. For Thomas, life should be lived in
accordance with a very simple motto: Life’s short. Grow fast.

And he has. Over the past decade, Thomas has gathered
up 13 Great Clips and 2 Smoothie Kings in his multi-unit
franchise operation. He attributes much of his success to an
ability to get into a distressed location and make it profitable.

“The decade after college, I was in corporate America, vice
president of a large women’s apparel manufacturing company,”

99 mph!

NAME: Greg Thomas

TITLE: President

COMPANY: Baci Fashions, Parkside Ventures

NO. OF UNITS: 13 Great Clips, 2 Smoothie Kings
AGE: 46

FAMILY: | have a great family. My wife of 25 vears,
linda, who puts up with me, and two sons, Avery, 12,
and Kyle, 13.

YEARS IN CURRENT POSITION: 10

YEARS IN FRANCHISING: 10
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“INe put on a great event that raised awareness
for our brand and helped the Atlanta market
hecome one of the fastest-growing
In the entire country.”

he says. “Life was pretty good. And every winter, a group of
10 of us guys would go to Lake Tahoe to gamble and ski. I
enjoyed my vacations, but found it difficult to relax because I
was always getting phone calls, putting out fires.”

On those trips, Thomas says, “I was fairly envious of one
of my friends. I'd be on top of a ski slope getting phone calls
and putting out fires while Grant would be relaxed, enjoy-

Fréiichisee
2011 MVP AWARD WINNER

You were recognized for demonstrating outstanding perfor-
mance and innovation in growing your organization and brands.
Tell us what you did. In 2009 many Great Clips franchisees were dissafisfied
with our #38 NASCAR sponsorship. We knew the car was getfing brand exposure,
but we weren't seeing measurable results at the store level. Plus, we felt that at-
tendance ot the races, especially in the Aflanta market, was fading, and nowhere
near its potential. | came up with this outof-the-box idea fo “leverage” our NAS-
(AR investment by creating a three-way partnership between the track (Atlanta
Motor Speedway), Great Clips, and the franchisees (the co-op). After pitching

the idea, | was shocked to learn that all parties were willing to give it a fry. This

is what we did: 1) got Great Clips to pay for the naming rights to the Great Clips
300; in return they would get national exposure on TV, radio, print, and the Inter-
net; 2) got Atlanta Motor Speedway to offer some exclusive Great Clips-designed
ticket promotions; and 3) got the franchisees (the Atlanta co-op plus about 100
Great Clips stores in surrounding states) fo agree to invest part of their ad budgets
into crosspromoting the race.

Qur goal was not only to increase attendance, but also to build brand aware-
ness and to give our customers and our employees something memorable,
something that would help differentiate Great Clips from our competitors. Each
week we'd get on a conference call with the franchisor, our co-op’s marketing
committee, and our ad agency and falk about how to market the race. We came
up with a great ticket promotion, radio ads, TV ads, social media, billboards, and
other novel marketing ideas. And we got all the franchisees, their sfores, and
their employees to work together to push our messaging one customer at a time,
something a hair salon s in a unique position o do. And instead of talking about
the high-profile drivers, we talked about the event itself. We educated the cus-
tomer that going to a NASCAR race was more than just watching a car go around
in a circle 200 times. Attending the race was an entire day of affordable fun for
the whole family: kids get in free, free parking, coolers of beer allowed, etc.

By getting everyone involved, from the stylists to the owners, we put together
a phenomenally successful campaign. Instead of being just another sponsor and
following the traditional template that hundreds of companies before us had tried,
we became a true parter to NASCAR. And in doing so, everybody won: NASCAR
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ing his vacation. So I asked him, ‘What exactly do you do for
a living?” He said something about owning some hair salons
and concluded with ‘I don’t work weekends.” (For a profile
of Grant Simon, see www.mufranchisee.com/article/467/.)
“The next year we went skiing and, again, I'm getting
phone calls and putting out fires. And Grant looks at me and
says, “I don’t work on Fridays either.” I was jealous, and a bit

gained more fans, Great Clips gained more cusfomers, and the franchisor now has
some of the most supportive and motivated franchisees imaginable. This event
was a huge morale builder. Just over a year ago, most franchisees in our market
were clamoring for Great Clips o drop NASCAR. Today, most are supportive of i.
As a multi-unit franchisee, how have you raised the bar within
your organization? 1) We put together the highest-attended Nationwide
Series race in Atlanta Motor Speedway history, increasing attendance from 30K
to more than 70K, in a bad economy no less. 2) We increased our co-op’s par-
ticipation rate to 97 percent; almost every franchisee in the market comes to and
participates in our monthly co-op meetings. 3) We got our stylists engaged in

our marketing efforts with their customers and with the community, which really
hoosted employee mordle. 4) Best of all, we put on a great event that raised
awareness for our brand and helped the Atlanta market become one of the fastest
growing in the entire country. The U.S. economy might be in a recession, but you
wouldn’t know it by looking at our numbers.

What innovations have you created and used to build your
company? We held our co-op meefing at Atlanta Motor Speedway and took all
the franchisees around the track at 120 mph. We got 200 Great Clips stores and
1,500 stylists to all push a message of not only being a great hair salon, but o
also associate our brand with affordable family fun and a wholesome image. Our
name recognition has skyrocketed. We got more than 1,000 of our stylists and
franchisees to come to the race (most of whom had never been to a NASCAR race
hefore), and we outfitted our employees in Great Clips 300 apparel. To make the
event more appealing, we had Song of Atlanta, (a large ladies choir with a mem-
ber who's the mother of a very large Great Clips franchisee) sing the National An-
them; did a media event at Andretti Speedway in which our race team sent down
two of its top NASCAR drivers to race go-karts against a bunch of 12-year-old kids;
invited an entire battalion of recently returning U.S. Army soldiers and veterans

to the race; and had 9-year-old Jack, our Children’s Miracle Network survivor, be
Grand Marshal and announce, “Gentlemen, start your engines!”

What core values do you feel led you to win this award? Team-
work and respect. We got the franchisor, the franchisees, and our employees fo
all work together. We got everyone rowing together in the same direction af the
same time. Personally, I'm not a big NASCAR fan, but | love what it helped do for
our brand. We'll be trying a lot more out-of-he-hox marketing ideas for this year's
race. And with any luck, this year's race will be even bigger.
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in the box’

OPPORTUNITY
Description

Jack in the Box Inc. (JACK) is offering a unique
opportunity to franchise with one of the most
popular brands in the quick-serve restaurant
(“QSR") industry. The company's emphasis on
operational efficiency and franchisee-focused
value innovation has led JACK to become
one of the most respected and sought after
brands in the industry. The company is looking
to establish relationships with select multi-unit
franchise operators of non-competitive brands
and engage chain restaurant executives and
professionals with financial partners to franchise
partial or whole markets. The long-term goal is
to increase franchise ownership in the system
to approximately 70-80%.

CURRENT MARKETS
Refranchise Markets

Acquire existing company restaurants

Baton Rouge (18), Beaumont (19), Charlotte (23),
Greenville/Spartanburg (11), Nashville (14)

Corporate Seed Markets

Acquire existing company restaurants
and further develop the market

Cincinnati, Denver (11), Indianapolis,
Kansas City (3), Oklahoma City (4), Tulsa (2)

Development Markets
Champaign, Columbia, Little Rock, Louisville

Rankings &
Awards

* 10 Effies (1995-2010)

* |AFP’s Black Pearl Award (2004)

* NRN's Menu Masters Award (2007)

* NRN’s Golden Chain Award (2007)

* NRN's Technology Innovation Award
(2007)

* USA Today's Top 50 Franchises for
Minorities (2009-2010)

* QSR Applied Technology Award for Local
Restaurant Marketing (2010)

* Linda Lang ranked #3 CEO (2010)

* Ranked #5 Out of 300 Top Franchises by
All Business.com (2010)

Fast Facts

Founded In: 1951 in San Diego, CA

Franchising Since: 1982

Total Franchise & Company Operated
Units: Over 2,200 restaurants in 19 states

Multi-Unit Franchisee Operated Units: 61%

Executive Briefing
and Exchange

Attend a regional event to learn more
about franchising existing company
restaurants and further developing
these new markets.

June 15 - Denver (11)

June 16 - Kansas City (3)

August 23 - Indianapolis

August 25 - Oklahoma City/Tulsa (6)

Register at:
www.jackinthebox.com/franchising/ebe

Grant Kreutzer
Director of Franchise Licensing
and Recruitment

858-571-4091 (office)
arant.kreutzer@jackinthebox.com
www.jackinthebox.com/franchise

Menu

Making Fast Food Easy to Love

Jack in the Box makes fast food favorites
delicious and craveable, fast and friendly, and
easy and affordable. With the assemble-to-order
program, “we don't make it ‘til you order it
so product freshness and quality is enhanced,
allowing guests to customize their order.

®N
’

We offer a broad selection of distinctive,
innovative products targeted at the adult fast-
food customer seeking plenty of variety.

* Jack’s Spicy Chicken

* Real Ice Cream Shakes

* Jumbo Jack®

* Sourdough Jack®

* Bacon Ultimate Cheeseburger

* Tacos

* Breakfast Jack®

» Seasoned Curly Fries

* Chicken Club Salad

* Chocolate Overload Cake

* Real Fruit Smoothies

» Chicken Teriyaki Bowl

And now

a few words
about Franchising
from our CEO:

“DO it.”

Qualifications

Operator has a min. 5 years multi-unit franchise/
restaurant management experience; min. liquidity
of $750,000; min. net worth of $1,500,000;
ability to acquire/develop at least 5 restaurants;
operator is a 25% equity partner; operator
resides in the desired market; real estate
development experience; passion for restaurant
industry; dedication to excellence in operations;
understanding of the local culture; active
community involvement; and skills to effectively
create and manage an organization.
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“The difference hetween heing rich
and heing poor is just one or two decisions,
and | know what 1t’s like to he on
hoth ends of the spectrum.”

pissed off. So on the flight back to Atlanta
I kept thinking ‘If this guy can make a
living owning hair salons, well, he’s no
smarter than I am, so I need to get into
that racket.” A few months later I bought
my first Great Clips.”

Thomas and Simon now are partners
on some stores. That works well, says
Thomas, who sees himself as the action-
oriented half of a team complemented by
Simon’s more methodical, detail-oriented =
approach.

Thomas’s approach to growing his busi-
ness is pretty simple. He buys stores on
the cheap, fixes the operations, and then
advertises aggressively. “As a franchisee,
it’s my job to get customers in the door

the first time, and then it's my employees’
job to earn their repeat business,” he says.

When it comes to hiring, Thomas
insists his locations be run by a richly di-
verse group of people. His goal: hire good
people of all demographics, gain their re-
spect by treating them with respect, and
then motivate them. “Every one of my
employees is smarter or better than me in
some way, shape, or form,” says Thomas.
“I might be the boss, but in no way am I
‘better’ than them.”

Ithasn’talways been easy for this now-
successful franchisee, not by a long shot.
Starting with almost no money, Thomas
got into franchising by borrowing from

the banks. And by his own admission, he

PERSONAL

Key accomplishments: | buy “distressed” stores. | buy crap and tum it info
money. I'm ADHD and [ enjoy tumarounds. I'm also president of Great Clip's
Atlanta co-op, which is the top performing co-op in the country. Besides having
97 percent participation and zero franchisee failures in 5 years, we're also one
of Great Clip’s fastest-growing large markets in the country, based on increase of
AUV. I also helped establish Smoothie King’s Atlanta co-op in 2010. In 2008 and
2009, Atlanta was their worst-performing market in the country. But by getting
franchisees to work together (rather than frying o put each other out of busk-
ness), in 2010 Atlanta was Smoothie King's fastest-growing market in the country
(up 10.1 percent).

Biggest mistake: Opening an apparel business just before 9,/11.
Smartest mistake: Buying my first few stores without really knowing what the
hell | was doing, without doing my due diligence, without reading the fine print.
How do you spend a typical day? Andlyzing each store’s numbers. And
by pointing to the moon and then trying to mofivate my staff /team to get there.
Work week: 6 a.m. to 6 p.m. weekdays plus 10 hours on the weekend. |
love what | do. It's kind of like a sport.

Favorite fun activities: Being involved in my kid's sporting events. Watch-
ing “Shark Tank” with my kids. Exercising. | don’t read books, watch much nef-
work TV, go to professional sporfing events or concers, or sit on the beach. That
stuff bores me.

Exercise /workout: Weights, exercise, sprint triathlons, fennis.

Favorite stuff/tech toys: iPhone, iPad.

What are you reading? Though | don't read novels, | read tons of Infemet
articles about business, competition, and politics.
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Do you have a favorite quote or advice you give? “Life’s short.
Grow fast.”

Best advice you ever got: “Be careful. .. debt service can kill you.” (from
my friend, Grant Simon).

Formative inflvences /events: At 39 years old | found myself working for
a hottled water company. | was driving a delivery truck, wearing a silly uniform
with bow tie, and delivering 5-gallon bottled water to homes and offices. It was

a humbling (if not humiliating) experience for someone who was VP of a large
women’s apparel manufacturing company for the previous 10 years. But | did
what | had to do to keep from going broke and losing my house. The owner of
that company was arrogant, an “elitist” in every sense of the word. On several
occasions, | heard him refer to his delivery staff as “a bunch of knuckle-dragging
morons.” That was kind of o Leona Helmsley moment for me. The difference be-
tween being rich and being poor is just one or two decisions, and | know what it's
like to be on both ends of the spectrum. So | try to run my business the opposite
of how that former boss would do it. | respect all my employees.

In 2007, | had 5 stores and things were starting to look decent for me
(though | still didn't have much cash flow). Then | got invited to the Multi-Unit
Franchising Conference with all these heavy hitters like Charles Smithgall and Gary
Grace. | honestly felt like a tick turd around all the huge franchisees with 30-plus
stores. But after having a few beers and getting to know some of them, | realized
they really weren't that much different from me — except they were rich. So | left
that conference thinking, Hell, if they can do it, | can do it. That conference com-
pletely changed my perspective.

How do you halance life and work? Thank god for the iPhone.



) red mango-franchising

Red Mango’s flexible platforms - self-serve, traditional (full service), kiosk or
co-brand, can flourish in a multitude of settings. Red Mango stores engage the
customer and stimulate the senses with a strongly identified brand experience.

100

stores

and growing!


http://www.redmangofranchising.com

“No matter what the brand or husiness,
| want my stores to he reflective of the
market they’re serving. Diversity
just makes good husiness sense.”

"Today he’s pretty much debt-free, has built some cash flow,
and things are much better. But he’s still going full speed ahead
with new ventures, both in business and in life. That’s the
Thomas way. He wouldn’t have it any other. &

was probably highly overleveraged for several years leading
rightinto the recession. He’s had to work hard to keep the bills
paid, and doesn’t mind in the least to say that sometimes that
took some skillful juggling—at least until this year.

Business philosophy: | talk with my employees about where they want to
go, where they want fo be in five years, and what it will fake to achieve that. | re-
alize that many of my employees want fo be Indians, not Chiefs, and that's fine.
Regardless, | give them all the numbers. | share everything. The more they know
about making money, the better they’ll run my business. And if someday my best
employees leave and start their own business, that’s great.

Would you say you are in the franchising, real estate, or cus-
tomer service business? Why? I'm in the people business. Great service
and operations are the backbone. Also, I'm very respeciful of my cusfomers” fime.
Whether it's haircuts, smoothies, or carwashes, no one likes to wait.

What gets you out of bed in the morning? Last year, the stress of
knowing whether or not my checking account went negative. This year, having to
get my kids on the bus.

What’s your passion in business? To chart my own course. To be differ-
ent. To be out of the box and try things that others would never even confemplate.
Management method or style: | believe sfrongly in diversity. While
some men might like a store filled with bombshell blondes, | think that's bad for
business. | want someone black, someone white, gay, straight, Hispanic, Asian,
Persian, young, old, fat, and skinny. No matter what the brand or business, | want
my stores to be reflective of the market they're serving. Diversity just makes good
business sense.

Greatest challenge: Up until 2011 my biggest challenge was simply jug-
gling money to keep from bouncing any checks. Yes, | swapped money from

one business to the other. | robbed from Peter to pay Paul. For years, my stores
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“had to” grow at 20 percent just for me to be able to make the debt service.
Fortunately they did, and then some. As of today, most all my debts have either
matured or been paid off early. And now that | don’t have those headaches, I'm
not too stressed.

How close are you to operations? Very. | issue paychecks weekly.

And with each check they get a newsletter. One side of that newsletter is stories,
quidance, concerns, incentives, upcoming events, efc. The other side is the store
rankings. | share everything. And | sort it from best to worst. Everyone knows
where they sfand, and stores and employees who are lagging tend to get fixed or
fired rather quickly. No one likes to see their name at the bottom of the list in any
category.

How do others describe you? Lots of energy, 99 mph.

How do you hire and fire? We hire quickly (sometimes on the spot).
Why? Because the very best applicants land a job in one day. If we don't hire
them on the spot, a competitor will. So we have to be a quick judge of character.
Oh, and we fire just as quickly: 90 percent of all our firings take place the first
week. But if they make it past that, they stay on for a long time. We have very,
very low turnover. | think it's my job to keep the employees motivated and
productive. We pay “above par,” but keeping employees takes more than just
money. It takes mutual respect, motivation, efc.

How do you train and retain? Being that | don’t know how to cut hair,
make a smoothie, or wax a car, | leave training to my GMs.

How do you deal with problem employees? We fire them as quickly
as possible. And then we help them get a job with our competitors.



NJO

ASTY PERKS

Special development incentives are
available in select markets for experienced
food service operators.

Dunkin’ Donuts continues to expand with
single and multi-unit opportunities and
no minimum unit requirements.

www.DunkinFranchising.com

Minimum financial requirements for Single Unit Development Opportunities are $250K liquid assets and $500K net worth.
Single unit opportunities vary by market. ©2011. DD IP Holder LLC. All rights reserved. Dunkin’ Brands, Inc., 130 Royall St. Canton, MA 02021


http://www.DunkinFranchising.com
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Annual revenue: 53 million plus

Corporate structure: Although | own some of the stores myself (solely), |
also own some stores with my neighbor, Grant Simon. He and | are pretty much
opposifes. | like sales, operations, and dreaming, and he likes the administrative
and legal side of things. Most partnerships fail, but ours seems to work great. Our
first venture was fo buy the largest carwash in the state (Auto Indulgence). Then
we bought a bunch of distressed Great Clips. Then we started buying distressed
Smoothie Kings. And now we're looking at other distressed opportunities. We've
got a great track record, so why not. Grant and | have an inferesting partnership.
We have our own separate home offices, and we work pretty independently. But
every Monday night for the past six years, we go fo the gym to lift weights, and
then we go to Taco Mac to drink beer and discuss business. That's our weekly
hoard meeting. They even have a plague on the wall with our name on it (which
is an embarrassment to the wife and kids). All of our business decisions are dis-
cussed and vetted at the gym and at the bar.

2011 goals: | really don’t have any specific goals. We just fry fo grow each
and every store, and when they've peaked perhaps it's time to sell that store. |
don’t like owning anything that's moving backwards.

were literally throwing money at me. | had almost no income. | was actually
below the poverty level from 2005 to 2008, but banks continued to lend o me.
Fortunately, today I'm virtually debtfree— and | can’t get a loan.

Is capital getting easier to access? Why/why not? In 2010, |
honestly went into every major bank in Atlanta (Regions, SunTrust, Fifth Third,
Wells Fargo, Bank of America, etc.) and said the same thing: | have a high net
worth, profitable stores, a perfect credit rating, almost no debt, and I'd like o bor
row $100K to open a store. But | got turmed down at every single one. Few even
asked me for my financials, and those that did said theyre not inferested because
my mulfiple stores and businesses would be impossible o approve based on the
new underwriting requirements.

Worth mentioning: In 2010 | went into a car dealership with cash o buy a
fancy car, a car | definitely didn’t need. The dealership owner said, “Only a fool
would pay cash in these economic times.” | fold him the banks wouldn't give me
aloan. And he said “B.S., I can get you a loan in five minutes.” And sure enough,
within 5 minutes | had a 3.9 percent car loan. So | can get a loan to buy a car |
don’t need, but | can’t get a loan that would create jobs.

Have you used private equity, local banks, national banks,

“INe can grow in almost any economy. All we
have to do is have the hest operations and we'll
steal market share from our competitors.”

Growth meter: How do you measure your growth? In average
unit volume; sume-store sales versus the year before.

Vision meter: Where do you want to be in 5 years? 10
years? I'm actually in shock at where | am foday. And as long as this ride keeps
going up, I'm just happy to be on board. But no matter what, | never want fo
crash. | never want to work for someone else, ever.

How has the most recent economic cycle affected you, your
employees, your customers? Are you experiencing economic
growth/recovery in your market? The terrible economy is actually
good for my business. I'm a bottom-feeder, and the worse things get, the more
opportunity | have. Plus, the absence of money in the lending market actually puts
me in a much stronger position. There are tons of opportunities out there, but few
have the expertise and resources to buy them, and that's enabling us fo get some
great deals. But even if I'm not buying more stores, the bad economy doesn’t
have to hurt my business. We can grow in almost any economy. All we have to do
is have the best operations and we'll steal market share from our competitors.
What did you change /do differently during the recent tough
economic times that you plan to continue doing into the fu-
ture? Focusing on “distressed” sfores.

How do you forecast for your business during trying times?
Can you even forecast at all? Most of my stores grow af such a fast rate
that it's fough to gauge, compare, and forecast.

Where do you find capital for expansion? From 2001 to 2008 |
was very highly leveraged (most would say | was overleveraged). But banks
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other institutions? Why /why not? To get me through from 2008 to
2010, | used whatever | could get, and that included maxing out my credit cards
on occasion.

What kind of exit strategy do you have in place for your
business? None, but | would like o devise a plan whereby my employees
might buy a store or two from me, and | might even be willing to finance them.
What kinds of things are you doing to take care of your em-
ployees? | issue paychecks weekly. | take each store o a nice dinner every
time they break a record (in STK increments). | often take the entire market o
an event or bowling or something. | have a “big carrot” and “little carrot” award
for managers if they hit certain sales increases (1-year lease of a convertible Mus-
tang, plasma TV, etc.).

How are you handling rising employee costs (payroll, health-
care, etc.)? | think the new healthcare law sucks. It's costing me so much
from an administrative standpoint that |'ve actually flipped how | do benefits
for some markets and stores. For example, | tell my Florida employees to go
and get their own health insurance (from eHealthlnsurance.com or from Cost-
c0), and I'll simply reimburse them a set dollar amount. So instead of being
prefax, it's taxed, but on the flip side, I don’t have to deal with the headaches.
Plus, the employees get to maintain control over their own healthcare needs
(which is good because | don’t think their private health issues should be their
employer’s concern).

How do you reward/recognize top-performing employees?
With plenty of attention and recognition.


http://eHealthInsurance.com
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All the little things he does pays off big

OHN SCHARNWEBER GREW UP IN

the restaurant business, starting

at the bottom as a dishwasher and

busboy growing up in Minne-
apolis. He went on to major in hotel,
motel, and restaurant management at
junior college, eventually breaking into
good jobs managing restaurants. These
days, he oversees the operation of seven
top-performing franchise locations in
the Dakotas.

Scharnweber’s big break came after
he had risen to the top job as general
manager ata Ground Round restaurant
in Bismarck, N.D. The parters at the
restaurant were looking at opening a
different kind of restaurant franchise.
They selected Denny’s and brought

Fréiichisee
2011 MVP AWARD WINNER

You were recognized for demonstrating outstanding perfor-

mance and innovation in growing your organization and brands.

Tell us what you did. | don't know, I'm not a great backslapper. | don’t
tell everyone how great | am, or how great our company is. | do know that
we have three Ground Round franchises and four Denny’s restaurants. On the
Ground Round side we do have the number-one grossing restaurant in the com-
pany: our location in Bismarck is number one, our Fargo restaurant is number
two, and we have two others in the top six. We also train a lot of the manag-
ers that go through the system.

As a multi-unit franchisee, how have you raised the bar within
your organization? | think we have a good philosophy. We have great man-
agers and great employees, and that is the truth. We fry as a group to interview
anybody that walks in the door. We don’t ever want to miss a great employee or
a great manager. | think on the Ground Round side we did a good job of promot-
ing our concepts, the restaurant, and the bar: the restaurant is more for family
and kids, and in the bar we have lounge drink specials, sports on TV (NBA, NFL,

and so on). We promote nights we do happy hours and we do drink specials. We
promote it as if it's a separate bar.

What innovations have you created and used to build your
company? In the lafe ‘805, early *90s, we did a few things before anybody
else. We did 24or-1 burgers every Tuesday. That's a halfpound — buy one get one
free. That idea, Pizza-Pizza, caught our ear. It's been a huge success. We have

a Long Island Tea night every Wednesday night. There’s a quick lunch menu, a
smaller-size menu with lighter portions. In ‘88, well before everybody else had
done it, we did Margarita Monday in the lounge, with a free taco bar. We do

a very good job of promoting the bar side, the special days like Halloween, St.
Patrick’s Day, the night before Thanksgiving. We go all out. On the restaurant side
there’s New Year's Day, Valentine’s Day, and more, when we will do specials like
everybody else.

What core values do you feel led you to win this award? Lou
Holtz, a coach at Arkansas and Notre Dame, said in a video there are three things
you need fo always do: Do things right, do your best, and always follow the
Golden Rule. As a group we're very “Please and thank you” oriented. We always
give back to the community: the Red Cross, Special Olympics. Ever since 9/11
our restaurants have picked a fire department or police department fo go and give
some food to. And we sponsor local feams.
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“l don’t think any of us are heaithy if all we do is
work. At the end of the day | want us to work hard,
hut also to spend time with our families and take
vacation time so there is halance in our lives.”

Scharnweber in on the deal. “It helps
to have success in your first couple of

NAME: John Scharnweber

on the cocktail napkins? Do you need
to put matches in the ashtrays?”

ventures,” he says.

TITLE: COO, part owner

That may not seem like a lot, butit’s

The winning streak continued as the

COMPANY: Classic Restaurants

a practical approach that adds up, and

group added more Denny’s and Ground
Round locations in the region. Today, the

franchise group may not be the biggest 4 Denny's

NO. OF UNITS: 3 Ground Rounds,

which has put him at the very top of the
Ground Round performers. Also, he says,
notall the best marketing ideas need to

in terms of number of locations, but it’s

AGE: 54

be original. If an idea like offering two

pizzas for the price of one works in the

one of the very best, with top performers
in two different concepts in the Dakotas.
And he’s done itin a market that may not
look overly rich to anyone who doesn’t
understand it like he does.

For Scharnweber, doing well means
hiring great people and paying atten-
tion to all of the smallest details. And
that means every day, starting from his
4 a.m. wake time. That kind of com-
mitment means interviewing everyone
who comes in the door, in the hopes of
capturing that one, special individual
who can help make a restaurant into a
top performer. The same approach ap-
plies to managing costs. If you watch

FAMILY: Married (and two dogs)
YEARS IN CURRENT POSITION: 20
YEARS IN FRANCHISING: 25

all the details like a hawk, he says, you
can gain much better control over how
much money drops to the bottom line.

“You make sure your back doors are
locked, pay more attention to all the
little things, like vendor billing,” he says.
“You turn the gas down lower at night.
Double check how you count steaks,
chicken, ribs. Do more food counts.
Add security cameras, pay attention to
everything. Do we really need a logo

pizza business, doing it with burgers can
be a great way to pack a location on a
slow weekday night. Customers love it.

It’s no surprise that the unassuming
Scharnweber turns to a down-to-earth
football coach for inspiration on how to
work with others. “Do things right, do
your best, and always follow the Gold-
en Rule,” he says, citing the legendary
Lou Holtz.

Work hard, stay focused, and nev-
er abandon your bedrock beliefs, says
Scharnweber, and you just might surprise
yourself with just how well you can do
in this business.

PERSONAL

Key accomplishments: Being a multiple winner of the Restaurant-of-the-
Year award.

Biggest mistake: | fry fo look past those.

How do you spend a typical day? The day starts at about 4 a.m. I'll
feed the dogs and do a 40-minute workout. I'm usually in the office by six. | have
two regional people, one for Ground Round and one that does Denny’s. | oversee
the whole company, including marketing, human resources, menus, you name it.
Work week: | don't necessarily have a routine, other than making sure | speak
with each location. It varies according to the week. I'm on the boards of the
National Restaurant Association, the North Dakota Hospitality Association, and the
Ground Round Franchisee Board. And | meet with suppliers.

Favorite fun activities: | like to play goff and watch sports.

Exercise /workout: Just ride the elliptical most every day. | also lift small
weights. It's nothing to brag about.

Favorite stuff/tech toys: Al the usual, a computer, a BlackBerry. I'm not
an iPadder.

What are you reading? | just read Vince Flynn’s American Assassin. | also
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like to read Nelson DeMille and Dan Brown.

Do you have a favorite quote or advice you give? Manage the little
things. I'm a very “Please and thank you” kind of person.

Best advice you ever got: In my early days in the restaurant business |
wasn't chosen for the posifion | wanted. My father told me, “Don’t pout about it.
Work harder so you're chosen next ime.” Don’t pout about what you didn’t get.
Make sure you're working as hard as you can so you'll be chosen next time.
Formative influences /events: | was around for the Kennedy assassing-
tion, the walk on the moon, but | don’t know that there was necessarily a forma-
tive influence other than the fact that | was very active in sports: baseball, hockey,
foothall. It did make me very competitive.

How do you balance life and work? | don't want our managers working
70 10 80 hours o week. | don't think any of us are healthy if all we do is work.
At the end of the day | want us to work hard, but also to spend time with our
families and take vacation time so there is balance in our lives. If managers are
working 6 or 7 days a week, | tell them that they don’t necessarily have to be a
workaholic to be successful.
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Business philosophy: Put a premium on hiring great people. Everything is
secondary fo that. We interview everyone because without great employees
there’s no company.

Would you say you are in the franchising, real estate, or cus-
tomer service business? Why? I'd say customer service. Whether we
have the Ground Round name or Denny’s name or John's Restaurant, what
makes us tick when the doors open is making sure people are happy. Good food
and good service.

What gets you out of bed in the morning? It's in my blood now. You
want to get up and get the day going. And | want to take care of my small
family, my wife and two dogs.

What's your passion in business? Passion for me is doing the best |
can so when someone else says they’ve been at a Ground Round or Denny’s
they had a great experience. We do the very best we can so that when | see
somebody outside the restaurant they'll tell me it was absolutely awesome. We
try fo be as close to perfect as we can every day.

Management method or style: Very organized. Plan ahead. Fair but
firm.

Greatest challenge: | can think of instances when we lost managers or em-
ployees to a competitor. Right now it’s the economy. North and South Dakota

SMVP.
MANAGEWENT

dont get the highs and lows, but whether it's food, fuel, or healthcare costs,
I'd say the economy, and sometimes government.

How dose are you to operations? | used to oversee all the restourants.
I've learned that you can work 80 hours a week and not do the job, that with
two people you can if you're focused. | work with regional directors, they work
with managers. And I'm pretty close to all the employees.

How do others describe you? | would say organized, polite, competitive.
My personality is very compefitive.

How do you hire and fire? | still do most of the manager hiring. | hire
the regional managers. The day-to-day stuff, the general managers do that.
How do you train and retain? We have trainers in each location. We do
have two fraining stores. There’s a Ground Round fraining store, where we train
most of the managers. And we have frainer meefings once a year in Bismarck.
We train our trainers.

How do you deal with problem employees? It's basically verbal, writ-
ten, termination. You don’t really see it unless you're there day to day. In a res-
taurant there’s just a variety of problems: drugs, problems waking up, drinking,
school problems. And sometimes they're just not good employees; late, lazy,

or they just don‘t understand. The GMs deal with that daily. Our employees are
16 to 24 on average. Each sifuation is unique.

“What makes us tick is making sure people
are happy. Good food and good service.”

BOTTOM LINE

Annual revenue: 515 million to $20 million

2011 goals: A 3 percent increase in sales and profit.

Growth meter: How do you measure your growth? With the
profit-andHoss stafement.

Vision meter: Where do you want to be in 5 years? 10
years? We want fo have ot least 10 restaurants, hopefully more.

How has the most recent economic cycle affected you, your
employees, your customers? North and South Dakota are in the middle
of the country. There are no peaks or valleys. The economy in our bigger cities
was hit a little harder than others, but the economy in general has been pretty
good. More concerning for me is that costs have been going up. You can’t con-
finue fo raise prices and raise prices, so you end up eating some of the cost. Then
the more cost you eat, the less expansion you do as you work to stay afloat.
Are you experiencing economic growth/recovery in your mar-
ket? As of today North Dakota is doing pretty well. There’s a big oil boom in the
state. Unemployment s 3 percent, one of the lowest in the country. One challenge
we have (in addition to the price increases) is finding good help, good managers,
and good employees.

What did you change /do differently during the recent tough
economic times that you plan to continve doing into the fu-
ture? | can't give you all the particulars. Labor costs have been difficult, so
we've gotten more efficient over the last three or four years.

How do you forecast for your business during trying times?
Can you even forecast at all? We forecast every year and month.
Where do you find capital for expansion? We use a local bank.
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We've been fortunate to be fairly successful. That's where we do most of our busi
ness. I's never been easy, but it hasn't stopped us from growing.

Is capital getting easier to access? Why/why not? | would soy
it's the same for us.

Have you used private equity, local banks, national banks,
other institutions? Why/why not? Other than the local bank, we
don’t use anyone else.

What kind of exit strategy do you have in place for your
business? We own most of our properties. | don’t think we did that with an
idea of exit strategy, but | don’t think we're looking to sell or get out of the busi-
ness.

What kinds of things are you doing to take care of your em-
ployees? Every four months we choose three employees at each location as a
Hospifality Hero. They get cash and are recognized with their name on plaques.
We also give them pins for years of service. As they get up to 20 years, they get
cash as well. We do a Silver Spatula contest where employees can suggest food
entrees. We choose a couple of winners. Employees get cash if they make it o
the finals. Managers bring two items to the home location and employees get
aredit on the menu if their entry s chosen for the menu.

How are you handling rising employee costs (payroll, health-
care, etc.)? It's trained us all to manage our labor costs as tightly as we pos-
sibly can. We project every day and every week.

How do you reward/recognize top-performing employees?
Definitely our Hospitality Heroes. All our managers also have an opportunity to get
a quarterly bonus. There’s o target they have fo hit. If they do they get a bonus.
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The Big Applehee

“My biggest role is being a cheerleader”

ANE TANKEL DOESN’T THINK OF

himself as a bleeding heart. He’s

been repeatedly recognized for

his ability to build a hefty bottom
line. But he also isn’t afraid to show how
much he cares about the thousands of
people who work in his 35 Applebee’s
locations scattered around the Big Apple
and its suburbs.

Over the past 15 years, Tankel’s fran-
chisee group, Apple-Metro, has created
one of the most generous bonus systems
in franchising. GMs and kitchen man-
agers in his organization are given a car
after they’ve putin 18 months. They also
geta cell phone and free service. There
are bonuses for top players, even free
movie tickets for the hourly employees
who get special recognition for guest
services. More than 100 managers and
wives or significant others qualify for the
company’s regular cruises to Bermuda.
And no day would be complete unless
he stopped by a few of his restaurants in
his never-ending pursuit of employees
who deserve some face-to-face praise.

“My biggest role is being a cheer-

NAME: Zane Tankel

TITLE: Chairman and CEO
COMPANY: Apple-Metro

NO. OF UNITS: 35 Applebee’s
AGE: 68

FAMILY: Wife and two daughters
YEARS IN CURRENT POSITION: 15
YEARS IN FRANCHISING: 15
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Tankel attributes all of his success
to the people who make up his extended family
of restaurant employees—from the hest GM
to the last person hired to wash dishes.

leader,” Tankel says as he steers his car
to one of his restaurants in Queens,
where employees are in store for some
personal praise from the boss after win-
ning a decorating contest for Cinco de
Mayo. “I pat people on the back.”

It’s thatkind of hands-on management
that has helped Tankel survive and thrive
in some of the toughest neighborhoods in
the U.S. Places like Bedford-Stuyvesant,
the South Bronx, and Harlem. He took
a restaurant franchise designed for the
suburbs and medium-sized towns and
built the franchisors’ first two-story loca-
tion on Times Square, where it quickly
turned into a stellar success and a model
for similar locations to follow.

Fréiichisee
2011 MVP AWARD WINNER

You were recognized for demonstrating outstanding perfor-

mance and innovation in growing your organization and brands.

Tell us what you did. Over the last two years we've been recognized as
Franchise of the Year for the entire system worldwide. They've never done that
back-to-back for the same franchisee. Applebee’s is the best concept in terms of
what is going on in the world, and we're the best of the best. We help with a
tremendous amount of local neighbor events: cancer walks, sponsor concerts, and
s0 on. We go info urban neighborhoods. We have one location in Bedford-Stuyves-
ant, one in the South Bronx, and we're the only one opened in Harlem. These
are underserved communities. We have a duty to do that. Applebee’s tagline is
“America’s Favorite Neighbor.” We can't be that if we don’t go into every neigh-
horhood. | don’t want to say we're bleeding hearts, but | don’t believe there’s
conflict between making money and doing good.

As a multi-unit franchisee, how have you raised the bar within
your organization? We spent a lot of fime and effort and money on fraining
and educating our people. That's what it's all about. | always say it's all about
respect. When we start our training, we start by saying “All we ask from every-
body in this room is respect. Respect us as long as we respect you. You're going
to learn a lot of things that are going to be good for your life; people skills, how
to say thank you and you're welcome. And none of those words are curse words.
We're going to teach you some people skills.”

What innovations have you created and used to build your
company? Every kitchen manager and general manager in our restaurant gefs
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But he attributes all of his success to
the people who make up his extended
family of restaurant employees—{rom
the best GM to the last person hired
to wash dishes. And the 68-year-old
won’t rest until everyone in the group
teels the same commitment and enthu-
siasm he brings to the game every day
of the week.

“It’s all social,” says the CEO. “It’s
about being a family. Being a team. And
we’re a team of about 3,000. Bed-Stuy
has a 50 percent unemployment rate. We
hired a couple of hundred people there.
In the last three locations we opened
in urban neighborhoods, we had over

continued on page 34

a car after sfaying with us just 18 months. We started from scratch 15 years ago.
| recognized early on that the key to multi-unit franchising is keeping your teams
together. Turnover is such a huge factor. With every new management team or
general manager you start all over again. Every new boss has a different set of
priorities. It doesn’t just change the general manager, it changes the whole com-
plexion of a restaurant. The same thing with @ new kitchen manager: everybody
has to figure him out, so the turnover is humongous. If we could have people stay
with us just 18 months, it means they like us as much as we like them.

| used to be in graphic arts, prining. You got a car, thats the way it went.
And | thought that would be a good way to keep managers. They also get a cell
phone. It's their cell phone and they get a couple thousand minutes a month for
free. And it's not so | can call them at midnight. The minutes and phones are free.
Every 18 months we also take all the general managers and kitchen managers,
along with their wives, husbands, and significant others, on a cruise. We've been
doing this for 10 years. The ship leaves New York and goes to Bermuda. We eat
together, breakfast together. It's a real bonding experience.

So what about the rest of the folks? If the general manager is a really good
quy, everybody else is happy. The trickle-down theory happens. When you have
a happy GM, that's viral. As far as other managers, we have a minimum of five
managers: bar manager, assistant kitchen manager, service manager. And bigger
restaurants have more. The other managers don’t resent these quys going on a
auise or getting a car. They want those jobs. So we also have a pretty good bench.
They're not going to look to go somewhere else. They want fo et promoted.
What core values do you feel led you to win this award? It's
all about refaining your people and making them feel like they're really, really
part of it. You might have good retention, but it doesn’t mean that they're
happy campers.
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Key accomplishments: We opened the first New York City Applebee’s in
Times Square on 42nd Street, the crossroads of the world. Applebee’s is tradifion-
ally a suburban place. You park your car in the back. We put one smack in the
heart of Manhattan. Two stories. It was unheard of. Now it’s the largest Apple-
bee’s in the world, with 20,000 guests a week.

Biggest mistake: | guess trying fo branch out. At one point we had four differ-
ent concepts. That diluted our focus.

Smartest mistake: The 42nd Street location, without a doubt. We're now
planning a three-story restaurant in midtown Manhattan and we have two more
deals in the offing.

How do you spend a typical day? | don't have a typical day. But gen-
erally | get up at 6:30 to 7:30 a.m. and work out—unless | have an early
morning meefing between 7:00 and 9:00 a.m., which is generally two or
three times per week. | do martial arts, weight training, ride my bike. Between
9 and 9:30, | get on the computer, read all my emails (I get several hundred
a day) and figure out which ones | need o answer before noon. Then the rest
of the day and into night up until 11 or 12, | spend visiting our restaurants. |
wear jeans and a shirt. | don’t dress to impress people. | dress like our folks
dress. | stick o one neighborhood. If I go to Queens Ill just visit restaurants in
Queens, and we have six. I'm headed to Queens now in fact. We ran a confest
for decorating the restaurant for Cinco de Mayo and this one restaurant won the
contest. | want o congratulate them.

Work week: There is one day, Tuesday, when we meet in the office. We have
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an agenda, there’s a steering committee | chair. We are all parers: Roy Raebum
(with whom | founded Apple-Metro), who's in charge of remodels and maintaining
resfaurants, is president; Miguel Fernandez, C0O0, runs day-fo-day operations; and
Frank Venice, who I've been working with in various businesses for 34 years, is
(FO.

Favorite fun activities: Everything | just told you. | love it all.

Exercise /workout: 'm a ydlist, and | enjoy martial arts. | spar one or two
days a week. And | love to travel. I'm able to travel a fair amount.

Favorite stuff/tech toys: | have them all: two phones, a BlackBerry, and
an iPad.

What are you reading? 'm reading a few books right now. I'm reading one
by Ahmed Rashid on the Taliban and Descent info Chaos, about Pakistan, also by
Rashid.

Do you have a favorite quote or advice you give? | have a lot
them. “There are none so blind as those who will not see.”

Best advice you ever got: To have a friend you must be a friend.
Formative influences/events: The Young Presidents’ Organization had a
big impact on me. | was able to inferface with people and | traveled the world. It
sucked you in. | also went to the Wharton School of Business. That also had a big
influence on my life. And, of course, my wife, who tends to give me balance and
keeps me grounded.

How do you balance life and work? | don’t need to balance them. You
can't separate them. They're really one. It's who | am.

Business philosophy: You have to be the best af what you do, and you
have to understand that to be your best you have to look after and respect your
people.

Would you say you are in the franchising, real estate, or cus-
tomer service husiness? Why? We're in the people business. We have
internal and external customers. It's all about people, whether they're infernal
or come in as a guest. | can’t order someone to be nice. We want it to be part
of your personality.

What gets you out of bed in the morning? | absolufely love seeing
our people grow. We go info neighborhoods where people don’t go in, and we
hire people who might not be considered productive citizens. And | watch them
grow into managers and GMs and it's an absolute thrill. I'm talking about gang
hangers who over 5 years go from dreadlocks to short dreads, from being cov-
ered in fattoos to covering up the tatfoos with long-sleeve shirts.

What's your passion in business? Winning!

Management method or style: | think I'm very much a mofivator.
Greatest challenge: Confinuing to grow good people. That's what it is all
the time. | don’t want to make it sound like Pollyanna. We don’t win all the
time. Qur challenge is to get people who want to become a manager great, not
just good.

How close are you to operations? Very close.

Personality: Type A fimes fwo.

How do others describe you? You should ask Miguel Femandez, our
(00, and the person | interface with most. (We did):
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Fernandez: This is my opinion and the general consensus of people who

know Zane. Zane is a great visionary in the business world. But not just with
numbers. He's a visionary of concepts. He's sensitive to caring about people.
Most CEQs are conservative, pragmatic thinkers. Zane is the opposite. He's a
risk-taker. He works on a whole different wavelength than anybody else and
sees things that | don’t see and other people don’t see. His thinking is never
around how much money we make. The money is usually a byproduct. That's
way down the scale of priorities. t's about the brand. And how do we improve
our people’s lives? That is 99.9 percent of the time the foundation around his
thinking process.

How do you hire and fire? We have o fulltime recruifer who just inter-
views people all day long. When she thinks someone fits our profile, and we're
pretty particular, our director of human resources and the area director inferview
them. Firing is up to the GM. He’s the only one that can fire people with the
approval of the area director.

How do you train and retain? We have a very elaborate and extensive
training program lusting three months. Then every year we hold “Spring Train-
ing” for all managers, broken info groups of approximately 30 people. It lasts
an entire day.

How do you deal with problem employees? We do not have o
procedure. We put one in and | threw it out. Everyone is different. We had pro-
gressive discipline for a short while. For certain people it works and for others
it doesn’t. | don’t think you can put people in a slot. It's all done case-by-case
now.



WHERE BIG TASTE &
OPPORTUNITY MEET

With a 20-plus year history and more than 800 restaura
across the U.S., CHECKERS has remained a staple in the
American “Hamburger Nation.” We consistently serve hig
quality, signature burgers and our famously seasoned frid
that your guest will love!

\{| CHECKERS is seeking

= qualified candidates to
grow with us. With flexibl
building opportunities
from the traditional doubl
drive-thru, to non-traditiond
end-cap, in-line and
conversion opportunities.

Join us as we continue to g|

1.888.913.9135

©2010 Checkers Drive-In Restaurants, Inc.

WINGSTOP
FRANCHISE

7+ STRAIGHT YEARS OF COMP
STORE SALES INCREASES

NATIONWIDE FRANCHISE OPPORTUNITIES
WINGSTOPFRANCHISE.COM | 972-686-6500

MULTI-UNIT FRANCHISEE [SSUE Ill, 2011



http://CHECKERSFRANCHISE.com
http://WINGSTOPFRANCHISE.COM

Franchisee

SMVP___

What may look like overgenerous perks and
honuses is really just good husiness.

5,000 people apply for 150 to 200 jobs.
It gives you a sense of what’s going on
in these neighborhoods. We’re happy
that a mother and her family can come
in and have a price-friendly meal.”

“I won’t say we’re philanthropists,”
says Tankel. “We bring sit-down table
service restaurants to communities that
others don’t or won'’t serve. And our
metrics on food, liquor, and labor lead
the whole Applebee’s system.”

One other metric that he likes to

discuss is Apple-Metro’s low employee
turnover rate in a business where peo-
ple typically come and go on a daily
basis. Every time a manager leaves
his Applebee’s family, there’s a costly
new round of recruitment and train-
ing in store. So he’s quick to tell you
that what may look like overgener-
ous perks and bonuses is really just
good business. To earn the car and
the phone and the cruise takes com-
mitment and a winning attitude, and

is how you make a large organization
into a top performer.

“It’s all about retaining your people
and making them feel like they’re really,
really part of it,” says Tankel. “You might
have good retention, butit doesn’t mean
that they’re happy campers.” T

Formore on Tankel’s earlier days in franchis-
ing and outdoor exploits (including climbing
M. Everest) see his 2005 profile at www.
mufranchisee.com/article/113/.)

BOTTOM LINE

Annual revenue: 5140 million

2011 goals: We're going to build a few more big restaurants with the capacity
to beat 42nd Street and confinue to get better as we go. We're not getting there
at $140 million. The goals are to refine, et better. You have fo be like a ball club
and practice every day. Why? There is no there, there. You need to continue fo
practice and refine. You need to be on top of your game.

Growth meter: How do you measure your growth? Sales is
certainly one way.

Vision meter: Where do you want to be in 5 years? 10
years? | really can’t fell you | have a defined goal. I'm physically fit and | love
what I'm doing. | want to keep doing it s long as | can. | think about it. But |
don’t see anything more than what I'm doing. | tell people | have my dream job.
How has the most recent economic cycle affected you, your
employees, your customers? Are you experiencing economic
growth/recovery in your market? We've grown through it all. We've
just grown more. In ‘07 we had no idea of the depth or breadth of the down-
turn at that fime. But what we said was that while we’re in this downtum there
will be tremendous opportunities. There's great real esfate that we couldn’t
have touched in New York City. In the past, if there was a great site, the own-
ers wanted a million dollars for it. Now you can also get things built for great
prices—there’s a 30 percent unemployment rate in construction. Now we can
find great staff, which was an issue. So there was tremendous opportunity.

We just had to take our time, go info it, and in ‘08, ‘09, and ‘10, we built a
dozen restaurants.

What did you change /do differently during the recent tough
economic times that you plan to continve doing into the fu-
ture? We just used the downturn fo make people more aware of how fortunate
we are, and in turn how fortunate they are. We have to give people a compelling
reason fo come into our restaurants. They can spend their hard-eamed money any-
where. We don’t want to give them discounts. We used the downturn to educate
our people and get them on point, and will continue to do so.

How do you forecast for your business during trying times?
Can you even forecast at all? We've been very good with forecasts. We
do budgets every year. The general manager does theirs and it goes fo the area
director for approval. He signs off and they go to the director of operations, and he
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signs off. And then they are forwarded on to the finance department. We want fo
make sure there are no softballs being lobbed over the plate. We throw them back
if you didn’t stretch— and if there’s too much stretch we also throw them back.
Every week our computer program gives us theoretical and actual costs. We're
pretty much right on between the actual and theoretical.

Where do you find capital for expansion? We've been very fortunate
with our metrics and numbers. There's a lot of money out there. The issue is credit-
worthiness. Banks are dying fo give money to creditworthy people. We refinanced
just a year ago.

Is capital getting easier to access? Why/why not? From what

| read and what | hear, no, it's not. But by my own experience, it was never dif-
ficult. It was difficult 15 years ago, when | was in prinfing.

Have you used private equity, local banks, national banks,
other institutions? Why /why not? National banks.

What kind of exit strategy do you have in place for your
business? | don't have one.

What kinds of things are you doing to take care of your em-
ployees? The list goes on and on. We hand out bonuses every month at our
resfaurants, based on the metrics they hit. We have a bunch of metrics: top line,
turnover, bottom line, food, liquor, labor; all have a percentage attached to the
honus. Thirty days after the period is closed, we give out bonuses. That's for all
managers. For hourlies, when a guest sends in a compliment we send them a let-
ter and we give them two movie tickets. You make people better by working on
their positives.

How are you handling rising employee costs (payroll, health-
care, etc.)? The biggest thing no one looks at is tumover and we work real
hard at minimizing turnover, even the hourly positions. In our company we spend
a week on the floor following a new server. What does that cost you? It's millions
of dollars but not hard dollars. A manager is training for three months. You hire
quy for $55,000 and a quarter of that, $14,000 in the first year, is just training.
For 10 managers it's $140,000, just in rehiring and refraining. And then if they're
not productive right away, there’s another fransifion.

How do you reward/recognize top-performing employees?
Area developers get a piece of their restaurants. They have a desire, passion, and
incentive fo succeed.


http://www.mufranchisee.com/article/113/
http://www.mufranchisee.com/article/113/

FEEL THE FLAVOR

* 30 Consecutive Same Store Sales Growth Quarters*
 $1,275,058 Average NET Sales*
* $264,805 Average EBITDA*

« Ratio of average investment to first year
gross sale 1:3*

e Single & Multi-Unit Territories Available
TASTE THE HEAT®

Winner at the 2010
National Buffalo
Wing Festival

For Franchise Information, Contact

Lee S. Easley www.eastcoastwings.com
1.800.381.3802

Whenit comestofranchising,
Twin Peaksis more thanjust another
prettyface. We're the complete package:

NATION'S
RESTAURANT NEWS
- 2010 WINNER

e An exciting, vibrant business model
that appeals to an untapped market
with money to spend

e A management team of proven
restaurant and franchise professionals

e Menu creations made from scratch
and created by our award-winning chef

e Easy conversion to existing real estate

e High bar component =
higher margins and greater ROI

¢ Comprehensive construction,
real estate, training, operations
and marketing support

Multiple profit centers and
exceptional unit economics:

¢ $3 million avg. unit volume
* 26.79% avg. COGS
o 24.78% total labor cost

M
Visit TwinPeaksRestaurant.com
or call (214) 924-1200.
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BY DEBBIE SELINSKY

Franchisee

SMVP._____

Modern-day Renaissance man strives for perfection

MERICANS’ LOVE AFFAIR WITH

big, chewy cookies was just tak-

ing off in the late 1970s when
Lawrence “Doc” Cohen exited

the retail pharmaceutical industry after
15 years to open his first Great American
Cookies store in Lafayette, La. Nearly
two decades and 35 units in seven states
later, the Baltimore native sold his com-
pany, Deblan Corp., to Mrs. Fields Fa-
mous Brands. But he didn’t retire from
the cookie business, which he describes
as having “great resilience.” Far from it.
By 2002, Cohen had reacquired the
Houston market for Great American
Cookies and today is one of the brand’s
top franchisees, with 18 stores in the
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Houston area. And as president and
CEO of LJC Management, he also owns
multiple Pretzelmaker, TCBY, and Cof-
fee Beanery units.

Cohen, who holds both pharmacy

NAME: Lawrence "Doc” Cohen
TITLE: President and CEO
COMPANY: |JC Management Inc.
NO. OF UNITS: 26 locations (some
cobranded): 18 Great American
Cookies, 11 PretzelMaker, 3
TCBY, 1 Coffee Beanery

AGE: /|

YEARS IN FRANCHISING: 31
YEARS IN CURRENT POSITION: 31

and law degrees from the University of
Georgia, has never rested on his laurels.
He was founding president of Great
American Cookie’s Franchise Advisory
Council and a founding member of
the Independent Association of Great
American Cookie Franchisees. In 1993,
he became one of the first franchisees to
join the IFA when it opened member-
ship to franchisees.

“I figured this was an opportunity to
learn about the other side of franchis-
ing,” he says. “Getting involved with the
IFA was beneficial to me and helped put
me in a position to give something back
and share what I know. I learned that
the relationship between the franchisor

Fréiichisee
2011 MVP AWARD WINNER

You were recognized for demonstrating
outstanding performance and innova-
tion in growing your organization and
brands. Tell us what you did. | built an
organization of people and they built our company.
We have always tried to be the very best af what
we do while sharing our ideas with our fellow fran-
chisees. We also know that we lear every day by
listening to the others in our system.

As a multi-unit franchisee, how have
you raised the bar within your orga-
nization? We never seftle for “good enough”
because as everyone knows, it never is.

What innovations have you created and
used to build your company? | don't know
if it was an innovation, but in our company we
have o “We" mentality. We work together, share
our successes, and strive to correct our failures.
What core values do you feel led you to
win this award? People make it happen. Place
the highest value on people because, no matter how
much talent, drive, and desire a leader might have,
if you can’t sell it to your team it won't happen.



INTRODUCING GOLD’S GYN EXPRESS

Smaller Footprint World-Class Marketing & Support
Lower Capital Investment In-House Financing Assistance

Turnkey Development Program Single & Multi-Unit Markets Now Available

For More Information Visit GoldsGymFranchising.com
Or Email Tim Hicks At thicks@goldsgym.com
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Franchisee

and the franchisee is really a sort of partnership; one can’t be
successful unless the other succeeds as well.”

Cohen also was the first franchisee to earn the IFA Edu-
cational Foundation’s CFE designation, and the second to
assume the chairmanship of the IFA Board of Directors.

Cohen (whose nickname originated during his pharmacy
school days) made history again earlier this year when he
became the first franchisee inducted into the IFAs Hall of
Fame. The award, presented to Cohen at the IFA’s annual
convention, recognizes individuals who have contributed to
the advancement of the IFA and the franchising community.

“The experience was quite humbling. I just shook my head
and wondered how I got my picture hanging next to those
folks [Dave Thomas, Ray Kroc, Fred DeLuca, and Col. Har-

PERSONAL

Key accomplishments: Being the first-ever franchisee inducted info the
IFA's Hall of Fame (2011), the firstever franchisee to eam the designation of
Certified Franchise Executive from the IFA's Educational Foundation, the second
franchisee in history to assume the chairmanship of the IFA Board of Directors,
the first recipient of the Great American Cookies Hall of Fame Award (2011), a
recipient of the Mult-Unit Franchisee magazine MVP Award (2011)

Biggest mistake: Selling the company in 1998.

Smartest mistake: Selling the company in 1998.

How do you spend a typical day? Every day is different. None are
typical.

Work week: Monday through Saturday, although |'ve been trying lately to
take Saturdays off.

Favorite fun activities: Cooking, collecting wine, and visifing wine country.
Exercise /workout: Who has fime?

Favorite tech toys: All of them, although currently my iPad.

What are you reading? Tom Clancy’s Dead or Alive and Decision Points by
George W. Bush

Do you have a favorite quote/advice? Do the right thing!

Best advice you ever got: The people you meet on the way up are the
same people you meet on the way down.

Formative influences/events: So many people have influenced me. Go-
ing back to my retail days, two brothers owned the drugstore chain | started with
years ago in Savannah, Georgia. The younger brother, Mark Hacken, who is now
retired and living in California, taught me the meaning of infegrity, honesty and
treating people fairly. He treated every salesperson who showed up with respect,
even if he had no intention of buying from them. That's where | learned about
meeting the same people on the way up as you meet on the way down. My
mother also was a great influence. She taught me to appreciate the arts and the
finer things in life — even when we couldn’t afford them. She taught me that
you get what you pay for.

How do you balance life and work? It all seems to work out.
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SMVP|
“The relationship between the franchisor and the

franchisee is really a sort of partnership; one can't
he successful uniess the other succeeds as well.”

land Sanders],” he says. “The truth is that you rarely achieve
anything by yourself. You always have help along the way.
That’s why it’s important to remember that the same people
you met on the way up are the same ones you’ll encounter
on the way down.”

On the heels of his 2011 Multi-Unit Franchisee magazine
MVP Award and being named the first recipient of the Great
American Cookies Hall of Fame Award, Cohen is taking a
brief vacation in France, where he plans to drink fine wines
and visit vineyards and wineries. A modern-day Renais-
sance man, Cohen, a philanthropist who lives in an elegant
8,000-square-foot home in Tomball, Texas, is an oenophile, a
serious cook, and an art collector. Although he has considered
buying a vineyard and winery, he doesn’t want his beloved
hobby to be tainted by “work.”

As for business, he has no plans to retire and is consider-
ing taking on additional brands. “Id like to see our company
with 100 stores someday,” he says.

Whatever brands he may add, Cohen also plans to stay
close to his cookie roots. “I've seen frozen yogurt, popcorn,
and other products come and go, but cookies continue to
pop. You can just buy one and walk around eating it. It’s not
messy and it’s not expensive. Americans have a real love af-

fair with cookies.” I

MANAGEMENT

Business philosophy: The person af the top of our organizational chart is
the cusfomer.

Are you in the franchising, real estate, or customer service
business? Why? All of these, but it's really all about the customer.
What gets you out of bed in the morning? Usually the alarm clock.
What's your passion in business? Creating the perfect customer
experience.

Management method or style: Surrounding myself with people smarter
than | am.

Greatest challenge: Finding those smart people.

How dose are you to operations? Very.

Have you changed your marketing strategy in response to the
economy? How? No. We just try fo be better af what we are doing.
Personality: | try not fo take myself too seriously. | work hard and | love
my work.

How do others describe you? As a perfectionist.

How do you hire and fire? Carefully, especially with firing.

How do you train and retain? By challenging people fo be the best at
what they do.

How do you deal with problem employees? Every situation is
unique so we deal with each accordingly.



BOTTOM LINE

Annual revenue: Prefer not to answer.

2011 goals: To return fo a growth mode.
Growth meter: How do you measure
your growth? We look at year-over-year sales
and botfom-ine improvement.

Vision meter: Where do you want to
be in 5 years? Napa, California. 10 years?
Bordeaux, France.

How has the most recent economic
cycle affected you, your employees,
your customers? If has been very tough on
everyone. We have all had to do more with less
and still provide the perfect customer experience.
We've devoted lots of long hours and been dedi-
cated to being the best.

Are you experiencing economic
growth/recovery in your market? Yes,
sales have been very strong this year.

What did you change or do differ-
ently in this economy that you plan to
continue doing? We are watching costs much
more closely.

How do you forecast for your business
in this economy? Right now we have moved
from month to month to a quarterly forecast.
Where do you find capital for expan-
sion? Have not looked.

Is capital getting easier to access?
Why /why not? No. Lenders are sfill gun-shy
of the regulators. There is still much uncertainty.
Until the unemployment situation improves dra-
matically, | think we continue down a bumpy road.
Have you used private equity, local
banks, national banks, other institu-
tions? Why /why not? We have a long and
good relationship with a national bank. We are
too small to attract private equity.

What kind of exit strategy do you have
in place? | am going fo work until the very end.
What are you doing to take care of your
employees? We are sfill providing the same ben-
efits that we were providing before the crash. We
have always tried to be there for our associates.
How are you handling rising employee
costs (payroll, healthcare, etc.)? At the
moment, we are absorbing those costs. This may
change when we learn the real cost of the new
federal healthcare requirements.

How do you reward/recognize top-
performing employees? Trips, time off,
prizes, award ceremonies, and when appropriate,
honuses.
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BY DEBBIE SELINSKY

Former EMT combines subs with service

EVIN HATTON Is HONEST ENOUGH TO ADMIT THAT WHEN HE

became an EMT at age 18, he came to the job with no noble or

lofty motives. “My reason for becoming an EM T was that I would

be able to drive fast and run lights and sirens,” says the 39-year-old

husband and father. “But I fell in love with it and worked for the George-
town County, [South Carolina] EMS before they even had 911 service.”

"The son of a Methodist minister and a family of restaurant owners, Hat-

ton, who spent 12 years as an EMT; also spent time washing dishes, waiting

tables, and learning about the restaurant business. “Once the restaurant busi-
ness gets into your blood, it’s there—you never really get out of it,” he says.

Flash forward to 2011 and the Multi-Unit Franchisee magazine MVP

NAME: Kevin Hatton

SMVP|

TITLE: Owner

COMPANY: Second Alarm Restaurant Group

NO. OF UNITS: 5 Firehouse Subs

AGE: 39

FAMILY: Wife and two boys, ages 5 and 7

YEARS IN FRANCHISING: @

YEARS IN CURRENT POSITION: @

Fréiichisee
2011 MVP AWARD WINNER

You were recognized for demonstrating outstanding performance
and innovation in growing your organization and brands. Tell

us what you did. | increased sales during a recession by improving some
cusfomer service processes and committing fo a fullime dining room attendant
whose job is to make sure customers are happy and the dining room clean during
peak times. We doubled up on radio advertising and focused on marketing that is
heavily devoted to local store marketing and grassroots pavement pounding. We
met 100 new business owners every week and, where the city allowed, had ban-
ner wavers on the streets. We've also been able o expand during the recession by
opening our fifth store. But | think what has really set us apart has been our work
with the Public Safety Foundation started by Firehouse Subs founders Robin and
Chris Sorensen. We've been selling the five-gallon buckets our pickles come in for
a $2 donation each, instead of throwing them away. One hundred percent of the
proceeds goes directly o fire depariments and EMTs for the equipment they need.
Last year, Firehouse Subs raised more than $1 million with this program. Then, in
2007, we had a huge fire in Charleston that claimed the lives of nine firefighters,
which was at the time the largest loss of life in a single incident since 9/11. I re-
ally felt that we needed to step up and help. We opened up our store as a resting
place and a command center during the fire, which went on for days. But in the
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aftermath, the big question was what will the families of these nine fathers and
providers do? | went to the foundation and asked if we could place donation box-
es in the sfores, and they said they would match whatever we got. They couldn’t
believe how much we raised. Their contribution ended up being the largest single
donation ever given by the foundation.

As a multi-unit franchisee, how have you raised the bar within
your organization? Tough question, since we already have some awesome
operators in our system. We've raised the bar with our commitment to the market-
ing plan without excepfion and have weekly meefings to review numbers along
with all other aspects of the business. | also have devoted a large amount of time
to the Public Safety Foundation, culminating in the largest single donation in its
history. One such donation, originating in my Mount Pleasant location resulfed in
the equipment being used to save a life and gaining the attention of CNN's Ander-
son Cooper. Like | said, we have many great operators and corporate support that
makes all this possible.

What innovations have you created and used to build your com-
pany? We developed a spreadsheet that combines many reports from different
systems to give an accurate picture of where we stand on sales, food, labor, frans
count, catering, efc. This spreadshest is then shared with the management team
at our weekly meetings. Developing a process fo assist in training new employees
has also helped with the retention of better team members.

What core values do you feel led you to win the MVP Award?
Qur work ethic and commitment to the brand and the foundation.



k@ Hungry Howie's

(FLAVORED CRUST PIZZA)

For franchise information please contact:
Steve Jackson Jr. or Brian Ognian (248) 414-3300
www.hungryhowies.com

a good thing

With new area developers in Texas, Washington and
Florida, there's never been a better time to be a
part of the momentum. Be one of TCBY's

multi-unit franchisees and you'll soon see

some seriously sweet profits.

So call us today at (801) 736-5737
to begin this partnership.

www.tcby.com

tcboy
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Hatton has gained a reputation for helping out in
the community whenever needed.

Award winner owns five Firehouse Subs
restaurants in the Charleston, S.C., area
and lives a life that combines both of his
passions: helping others and working in
the food business.

Hatton, a native of Greenville, S.C.,
became involved with Firehouse Subs
when he saw how hard his retired minis-
ter/father was working at the franchise he
opened in Georgetown in the late 1990s.
“He was working harder than I wanted
to see him working, so I quit working
at a seafood buffet in Myrtle Beach and
came on board. Together we grew two
other Firehouse Subs in Myrtle Beach
and I became a franchisee with another
Myrtle Beach location,” says Hatton.

With a goal of opening 8 to 10 Fire-
house Subs, he decided to leave the
crowded Myrtle Beach marketand move

Is There More Money in
a burger or a car?

Why do you think cars have trunks?

20 Year Proven Track Record
Comprehensive Classroom and Instore Training
World Class Advertising and Marketing
Best in Industry Lead Generation « Ongoing Operational Support

Used Car and Financing Company  http://franchise.jdbyrider.com/

I | tiinc - 500.947.4532

FRANCHISING, INC.

42

MULTI-UNIT FRANCHISEE [SSUE Ill, 2011



http://franchise.jdbyrider.com/

Franchisee

PERSONAL

Key accomplishments: Opening stores even during a recession, my work
with the Public Safety Foundation, and having a management team with each
member having an average of over seven years with the company.

Biggest mistake: Opening units in locations that were not good locations.
Smartest mistake: Not knowing that | could fail.

How do you spend a typical day? Analyzing sales numbers, setting
schedules, dealing with catering orders, accounting, working with crew during the
lunch rush, meeting with managers and staff to identify needs, trying to fulfill said
needs, going over any goals and achievements, setting new goals, coaching staff,
marketing, and reading and responding to email. | finish the day by looking over
the day’s sales.

Work week: Often seven days a week, somewhere between 55 and 80
hours, even though | do try to take one day off and spend it with my family.

Favorite fun activities: Anything to do with the water— boating, fishing, ski-

ing (water and snow), diving— and playing baseball and football with my boys.

SMVP___

Favorite quote? “When good leaders speak,
people listen. When great leaders
speak, armies move.”

Exercise /workout: Walk /jog at least two miles a day. | try to jog as much
of it as | can.

Favorite tech toys: My iPhone.

What are you reading? How Funny by Dave Ramsey.

Do you have a favorite quote/advice? “No excuses! ! It's from the
hook No Excuses: The True Story of a Congenital Amputee Who Became a Cham-
pion in Wrestling and in Life by Kyle Maynard. | also like: “When good leaders
speak, people listen. When great leaders speak, armies move”; and “I have never
learned anything while | was speaking.”

Best advice you ever got: The Golden Rule. Treat people as you would like
to be treated. Go the extra mile.

Formative influences /events: Past hosses, my experiences as an EMT/
firefighter.

How do you balance life and work? Not very well, but | try when I'm
spending quality time with my family to leave work behind.

Multi-Unit Franchisee?
® Real time reporting

e Improved order processing
e Opt in marketing

e Reduce IT support costs

e Reduce phone costs

|

Centralized Management System
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Franchisee

Business philosophy: Posiive mental affitude (PMA). Go the extra mile. Do
what is not expected.

Are you in the franchising, real estate, or customer service
business? Why? Franchising. . . | know my sfrong points and my limifations.
| found a brand that truly fits me both professionally and personally. | don’t think |
could have come up with the ideas on my own.

What gets you out of bed in the morning? My clarm clock, plus | love
what | do. | love making people happy and mesting new people. | love to talk to
people. | love showing people that Firghouse makes the best subs and has the
best culture anywhere. | love the smile that wasn’t there when they came in. That
tells me we just made their day. And it's easy to make someone’s day —just give
them a great experience. Go above what is expected. Go the extra mile.

What's your passion in business? Not only do | want fo be wealthy finan-
cially, but also personally and emotionally. | want to make a difference in our em-
ployees” and our customers” lives and in our community. | don’t want just o run a
good sandwich shop. | want to touch lives, and if we make a few great subs along
the way, then great. If it's frue that you judge a person’s success by the number of
people that show up to their funeral, | want the ling to go around the block.
Management method or style: | lead by service. | fry fo serve my employ-
ees as much as they serve our customers.

Greatest challenge: Transitioning from one or two unifs to four, five, and

to Charleston, which had no Firehouse Subs. The city, which
is recovering well from the recession, has been good for his
business and his family, and Hatton has gained a reputation
for helping outin the community whenever needed. His work
with Firehouse Subs’ Public Safety Foundation, founded by
franchisors and former firefighters Chris and Robin Sorensen,
has sethim apartand continued the close relationship between
the restaurants and public servants.

SMVP|
MANAGEWENT

beyond while still keeping my management style.

How close are you to operations? Daily.

Have you changed your marketing strategy in response to the
economy? How? Wow, did |! | doubled my required markefing confribu-
tions and launched an aggressive radio campaign. | also went grassroots, and my
management team and | went door to door with goodie bags to tell people about
Firehouse and to form a personal relationship with those businesses.
Personality: | think that I'm a hybrid. There isn’t one that describes me. Some-
times I'm very laid back and just go with the flow. Other times, I'm on fire, going
100 miles an hour.

How do others describe you? Hopefully as a nice guy.

How do you hire and fire? Hire slowly and fire quickly. | look for people
with the same work ethic and desire to please as | have, not necessarily the same
mindset and ideology because that can bring fresh perspectives. You have to fire
with compassion because these people are possible customers and ambassadors
of your company even though they have been let go.

How do you train and retain? Constantly, fo keep our crew engaged.
How do you deal with problem employees? | try fo refrain and also
find out what the true issues are. There are two things that cause people fo fail

to perform or conform to your company’s standards: either lack of knowledge or
lack of desire.

A highlight of his career occurred when a piece of equip-
ment purchased by Firehouse Subs for the Mount Pleasant,
S.C,, fire department was credited with saving the life of a
local man. The inspirational story caught the eye of Ander-
son Cooper of CNN, who sent a reporter to do a story on it.
“Here we were actually making a huge impact on this man’s
life. That’s more important to me than anything else we could
do,” says Hatton. &

BOTTOM LINE

Annual revenue: Prefer not to say.

2011 goals: Confinue with the success that we have had with both the stores
and the Public Safety Foundation, identify a new location in the Charleston areq,
and implement better fraining procedures fo handle the added volume of business.
Growth meter: How do you measure your growth? Transaction
counts and sales.

Vision meter: Where do you want to be in 5 years? 10 years?
Five more stores in 5 years, and in 10 years, 10 more. But still working with Fire-
house and the Public Safety Foundation.

How has the most recent economic cycle affected you, your em-
ployees, your customers? |t has taught me to be frugal. Our employees
appreciate having a job and being able to provide for their families. Customers
have had to find ways to pay the bills, and when they come to eat they expect
great value and demand better service.

Are you experiencing economic growth/recovery in your mar-
ket? Recovery.

What did you change or do differently in this economy that you
plan to continue doing? We changed our markefing strategy and tactics and
our emphasis on service. We plan to confinue on this track.

How do you forecast for your business in this economy? Toke cur

MULTI-UNIT FRANCHISEE [SSUE IIl, 2011

rent frends and apply them to last year's numbers.

Where do you find capital for expansion? Certainly not the banks.

| have done SBAs and they are just as tight as a bank now. So | look for private
investors.

Is capital getting easier to access? Why /why not? No. The money
is out there but lenders are just shell-shocked. They want to make every effort to
defermine that you are a sound investment. The past serves as a good reason for
them to be this way.

Have you used private equity, local banks, national banks, oth-
er institutions? Why /why not? All of the above. You have to be creative
in ways to look for capital.

What kind of exit strategy do you have in place? | have a greaf life
insurance policy.

What are you doing to take care of your employees? | feel that |
listen to their needs and try to give them the support they need to succeed.

How are you handling rising employee costs (payroll, health-
care, etc.)? We have had to raise prices but only as a last resort. We have
become frugal in our spending and had fo cut some things, like Christmas parties.
How do you reward/recognize top-performing employees? Pub-
lic recognition, small bonuses, movie fickets, free subs.



Eﬁ]ﬂams?@s
toomake Dough!

Sch|otzsky 5, @ proven restaurant frqnchlse concept, is offering
exclusive mul’rl -unit territories with our new Lotz Better”
design. For more information on our Lotz Better®culture,
business model, markefing position, re-image campaign and
growth sirategy, call

[800)227-8353
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*Franchise Times Top 200
2009 Franchise Chains by Wor|dW|de Sales

*Restaurants & Institutions Top 400
2009 Sandwich Shop and Bakery-Cafe Chains
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The 2011 . Multi-Unit 50

Ranking the most multi-friendly brands

BY PAUL WILBUR

s been said that the more things

change, the more they stay the

same. You'll notice that most of
the same brands have refurned fo this
year's Multi-Unit 50 lists. What has
changed, however, is their rankings, as
well as their percentages of multi-unit
owners.

The differences from last year's
MU50 rankings may reflect the chal-
lenges in the economy and the lend-
ing environment franchisees have
been facing for the past few years.
Certainly many units, regardless of
ownership, have struggled; closures
and resales have been on the rise.
Despite scarce credit, mulfi-unit
franchisees have been more likely
than start-ups to receive financing to
open new units. That's why franchi-
sors have been fargefing multi-unit
franchisees for new unit sales by of-
fering attractive incentives. Franchise
systems with a high percentage of
mulfi-unit franchisees have been
more stable and have weathered the
storm better than others.

This trend is likely to confinue. As
we gradually come out of this econom-
ic hole, business will pick up, but with
many of the weakest units culled from
the system. Multi-unit franchisees with
the best-performing units will be in a
position fo confinue fo grow most rap-
idly in the months and years ahead.
And lenders (not a group known for
their rapid readjustments) will remain
conservative, preferring to make loans
to mulfi-unit franchisees who can show
years of success, as opposed to start-
ups with no track record. G

Pavl Wilbur is chief operating officer at
FRANdata, which supplied the data for this
year’s MU50 rankings.

Top 50 Brands hy Number of Multi-Unit Franchisees

RANK BRAND

1 SUBWAY

2 MCDONALD'S

3 SOUTHERN TSUNAMI

4 DUNKIN" DONUTS

5 BURGER KING

) THE UPS STORE

7 DOMINO'S PIZZA

8 QUIZNOS

9 GREAT CLIPS

10 TACO BELL

11 LITTLE CAESARS PIZZA

12 VISION SOURCE

13 ACE HARDWARE

14 DAIRY QUEEN

15 KFC

16 WENDY’S

17 PAPA JOHN'S PIZZA

18 HEALTH MART PHARMACIES
19 FANTASTIC SAMS

20 SONIC DRIVE-IN

21 PIZZA HUT

22 COUNTRY INNS & SUITES BY CARLSON
23 ARBY’S

24 MIDAS

25 PAPA MURPHY’S

26 JIMMY JOHN'S

27 LITTLE GYM CENTERS

27 SNAP FITNESS

29 COLD STONE CREAMERY

30 MASSAGE ENVY

31 GNC LIVE WELL

32 BASKIN-ROBBINS ICE CREAM
33 SPORT CLIPS

34 LONG JOHN SILVER'S SEAFOOD
35 KUMON CENTER

36 ANYTIME FITNESS

37 POPEYES LOUISIANA KITCHEN
38 SUPER 8 MOTELS

39 JIFFY LUBE

40 MIRACLE EAR

41 SYLVAN LEARNING CENTER
41 ZAXBY'S

43 FIREHOUSE SUBS

44 DENNY’S

45 CHICK-FIL-A

45 COMFORT INN, SUITES, AND HOTELS
45 HUNTINGTON LEARNING CENTERS
48 FIVE GUYS BURGERS

49 HOT STUFF FOODS

50 DAYS INN
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MULTI-UNIT
FRANCHISEES
4,005
2,147
798
784
710
670
653
545
447
446
440
439
420
413
408
372
318
309
287
262
260
251
250
217
213
211
209
209
206
197
193
192
190
181
180
179
175
168
165
155
154
154
151
146
145
145
145
144
135
132

TOTAL
FRANCHISEES
8,255
2,635
1,560
1,407
1,301
3,510
1,175
2,798
747
816
530
2,318
2,880
2,230
698
515
376
1,980
775
556
425
433
422
525
465
622
288
636
862
481
547
785
323
265
1,117
968
541
1,744
346
189
487
295
229
476
1,118
1,944
253
229
599
1,650

% OF MULTI-UNIT
FRANCHISEES
48.52%
81.48%
51.15%
55.72%
54.57%
19.09%
55.57%
19.48%
59.84%
54.66%
83.02%
18.94%
14.58%
18.52%
58.45%
72.23%
84.57%
15.61%
37.03%
47.12%
61.18%
57.97%
59.24%
41.33%
45.81%
33.92%
72.57%
32.86%
23.90%
40.96%
35.28%
24.46%
58.82%
68.30%
16.11%
18.49%
32.35%
9.63%
47.69%
82.01%
31.62%
52.20%
65.94%
30.67%
12.97%
7.46%
57.31%
62.88%
22.54%
8.00%

Source: FRANdata



LOOKING FOR A NELU
BUSINESS OPPORTUNITY?

It's Time to Consider Jackson Hewitt

Jackson Hewitt® continues to welcome dedicated entrepreneurs and experienced
tax preparation companies who have chosen to join our growing system.

With various options available: Single Unit, Multi Unit or Purchase of an Existing Business,
contact us today and discover why Jackson Hewitt may be the perfect fit for your business plan!

- JIACKSON HEWITT

....FIND OUT MORE! 1-800-475-2904% o WWW.JACKSONHEWITTFRANCHISE.COM....
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Top 50 Brands hy Percentage of Multi-Unit Franchisees

RANK

1
1
3
4
5
6
7
8
9
1

0
11
12

30

BRAND

PANERA/SLB BAKERY/CAFE
APPLEBEE’S

CHILI'S

MCALISTER’S DELI

BACK YARD BURGERS
LABOR FINDERS
BOJANGLES

PAPA JOHN'S PIZZA
BRUEGGER'S

LITTLE CAESARS PIZZA
MIRACLE EAR
MCDONALD'S
SUPERCUTS

RALLY’S

CHECKERS DRIVE-IN
PASSPORT HEALTH
CAPTAIN D’S

ACE SUSHI

PALM BEACH TAN
EXPRESS OIL CHANGE
LITTLE GYM CENTERS
WENDY’S

JACK IN THE BOX

CARLS JR.

VALVOLINE INSTANT OIL CHANGE
LONG JOHN SILVER'S SEAFOOD
COST CUTTERS
FIREHOUSE SUBS

Z PIZZA

AARON'S SALES & LEASE
FIVE GUYS BURGERS
PIZZA HUT

HARDEE'S

GREAT CLIPS
GODFATHER'S PIZZA
ARBY’S

SPORT CLIPS

KFC

COUNTRY INNS & SUITES BY CARLSON

HOOTERS

HUNTINGTON LEARNING CENTERS
KRISPY KREME DOUGHNUTS
DUNKIN DONUTS
DOMINO'S PIZZA

PET SUPPLIES PLUS

TACO BELL

BURGER KING

PENN STATION SUBS
ZAXBY’S

GOLFTEC

MULTI-UNIT FRANCHISEE [SSUE Ill, 2011

MULTI-UNIT
FRANCHISEES

45
45
21
42
4]
23
69
318
26
440
155

2,147

110
31
88
39
68
79
17
38

209

372

126
65
54

181
59

151
45
80

144

260
76

447

121

250

190

408

251
23
145
27

784

653
4]

446

710
36
154
26

SINGLE-UNIT
FRANCHISEES

0

W o ;N O

—_

90
34
488
31

26
12
22
27

14
79
143
49
27
25
84
29
78
25
46
85
165
50
300
83
172
133
290
182
17
108
21
623
522
34
370
591
30
141
24

TOTAL
FRANCHISEES

45
45
23
47
46
26
80
376
31
530
189
2,635
141
40
114
51
90
106
23
52
288
515
175
92
79
265
88
229
70
126
229
425
126
747
204
422
323
698
433
40
253
48
1,407
1,175
75
816
1,301
66
295
50

% OF MULTI-UNIT
FRANCHISEES

100.00%
100.00%
91.30%
89.36%
89.13%
88.46%
86.25%
84.57%
83.87%
83.02%
82.01%
81.48%
78.01%
77 .50%
77.19%
76.47%
75.56%
74.53%
73.91%
73.08%
72.57%
72.23%
72.00%
70.65%
68.35%
68.30%
67.05%
65.94%
64.29%
63.49%
62.88%
61.18%
60.32%
59.84%
59.31%
59.24%
58.82%
58.45%
57.97%
57.50%
57.31%
56.25%
55.72%
55.57%
54.67%
54.66%
54.57%
54.55%
52.20%
52.00%

Source: FRANdata



FRANCHISE BUSINESS INTELLIGENCE

ADDRESSBOOK

FOR THE FRANCHISE WORLD

Whatever criteria you use to define your best prospects,
we find contacts just like them!

Contact Us Today!
L

YOU CAN'T ATTﬁT FRANCHISEES
IF YOU CAN'T FIND THEM

Reach 285,000 franchised unit locations
owned by 145,000 single-unit operators or

35,000 multi-unit operators.

Multi-Unit Franchisees
Single-Unit Franchisees
Area Developers

Every Franchise Brand

Our database contains unit and headquarter

addresses for franchisees from every brand

and in every industry across the United
States. Our source is the franchisors’ contact
lists themselves, so we are THE ONLY

accurate and complete source for these lists.

800/485-9570 ¢ www.FRANdata.com

1:FRAN

Franchise Business Intelligence
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BY EDDY GOLDBERG

Capital Ideas

BRIDGING * THE LENDER-BORROWER GAP

for nearly three years. Much of the blame has been placed

on lenders, who have been notoriously gun-shy since
the September 2008 financial debacle. Stricter underwriting
policies, the result of increased regulatory oversight, bankers
say, is to blame. Of course, that’s not the whole story. Other
obstacles are involved, many of which
can be eliminated by franchisees—but
notwithout help from their franchisors.

That’s one of the major takeaways
from the IFA Small Business Lending
Summitin April, which brought together
about 200 bankers/lenders, franchisees/
franchisors, and government regulators/
officials seeking to improve the lending
environment for franchisees.

While it shouldn’t come as news to
any savvy franchisee seeking capital, bankers at the event repeat-
edly spoke about a communication gap between the lending
community and the applicants who approach them. Bankers
said they want to lend and have capital available. Franchisees
said, “There’s no money out there.” Now there’s a gap. We fol-
lowed up with several of the panelists to ask them what multi-
unit franchisees should know before approaching a lender.

“I think the most successful franchise systems are those that
regularly engage with the financial community to ascertain
what they are looking for in providing capital to their systems,”
says Randy Schultz, managing director of the restaurant group
at Regions Financial. For example, he
says, Taco Bell or Wendy’s will routinely
reach out to capital providers and lend-
ers with updates on how the system is
performing—and, he adds, they also try
to understand the universe of financial
providers that support their systems.

He encourages franchisors “to pro-
actively advise their franchisees on how
to bestapproach the financial commu-
nity.” (One vehicle is the FAC.) The
better brands, he says, do this. “It’s in the franchisor’s best
interest,” says Schultz. “That’s why they’re getting a royalty
of 4 to 6 percent.”

For Ron Feldman, CEO of Franchise America Finance

A CCESS TO CAPITAL HAS BEEN A BANE TO FRANCHISE GROWTH

Randy Schuliz

Mark Edwards

MULTI-UNIT FRANCHISEE [SSUE Ill, 2011

(FAF), one big takeaway from the event is that “Franchisors
have to communicate better. Have resources in your organi-
zation to help franchisees get credit. Franchisors used to say
‘Go get your own money.’ That dog doesn’t hunt any more.”

Mark Edwards, senior vice president and senior loan ad-
ministrator for BB&T, commercial credit administration, says,
“When we talk to a franchisor about our bank working with
them and their franchisees, we talk primarily about what their
expansion plans are, what their concept is, and what process
they follow to choose franchisees. This will tell us a lot about
what they’re looking for.”

First, says Edwards, “We want to have a relationship with
franchisors—a clear relationship, not direct or depository, nec-
essarily—and how it affects the individual franchisee in their
particular concept. Second, he says, “The franchisee is our direct
borrower and direct relationship. Our approach at BB& T'is to
have a local community bank relationship with each borrower.”

Think inside the box

Bankers and lenders want to make loans
and to feel comfortable about the risk
involved, says Schultz. That comfort
level requires confidence in the fran-
chisee, the brand, and in being able to
defend their loan portfolio in today’s
harsh light of regulatory oversight. For
that, they need data.

“What’s missing in a lot of situations
is not understanding what the bank’s box is and what data is
available,” says Schultz. Good data, he says, is a predictor of
probable success or failure.

Banks today, says Edwards, will look at the track record
franchisees have with their current locations. “This will es-
sentially entail a review of their performance from a revenue
standpoint, but particularly from a cash flow point of view—
and their ability to take on additional debt.” For example, if
requesting capital for a piece of equipment to enhance or
upgrade a current location, will it be additive to revenues
and increase cash flow?

Franchisors, for their part, he says, should be as open as pos-
sible with lenders about their plans, realistic about expansion
(where, how fast), the direction of their business, and about
introducing new concepts that may require a franchisee to add

Ron Feldman



equipment or price differently and affect how that individual
franchisee operates.

Says Schultz, “Establish a collaborative partnership with the
franchisor. Go to them and ask, ‘Whatare you doing? Who are
the people who understand the business? Are you leveraging
FRANdata?” (See page 52.) This is particularly important for
smaller, emerging franchise systems, he says. “That’s where you
have the biggest issues. Can you give us good data on why this
brand is going to be successful?”

“Banks want to see historical, profitable tax returns—2010,
not 2009—and positive same-store sales,” says Feldman. Banks
today are afraid to lend because of the regulators, he says.

One approach to improving the lending environment s Fran-
chise America Finance (FAF), a collaboration between Siegel
Capital Group and The Bancorp Bank. “What we wanted to
create was a custom SBA lending program for franchise com-
panies,” says Feldman. FAF is looking to work with 30 brands
initially (they were up to 19 when we spoke), with less than 70
percent in food and hospitality.

The goal, he says, is to work with franchise brands to “come
up with a credit box that works for the bank and the franchi-
sor, so that growth becomes predictable for the brand.” That
way, he says, “When you bring in a prospect you know they
qualify before they even go to the bank.”

When approaching a lender, says Feldman, “Performance
matters, and showing that on your P&Ls and tax returns is
more important than ever.” Don’t bury expenses, he cautions,
and if you have several units, break out your P&Ls for each,
don’t combine them. “Show the banks that making your loan
is a no-brainer from a cash-flow standpoint.” When it comes
to securing capital these days, “It’s a lot about the financial
package. You get one shot.”

Survivors wanted!

While banks ask for projections, says Feldman, they also look
back at the past 12 to 24 months. “If you’re looking to grow and
add another unit, they want to see that you held the bottom-
line margin. Banks won’t lend you money on a story.”

“We may put more weight on someone who has weathered
the economic downturn, who is bruised but not broken,” agrees
Edwards. “If they’ve survived the past three years, they’re likely
to survive going forward. That’s a testament to their manage-
ment ability.”

Even some multi-unit operators with profitable organiza-
tions are experiencing some downturn in the values of their
real estate, he says, which puts them in a position where they
would not qualify for a conventional loan. In those cases, the
SBA could tip the scale in favor of the loan. “We use the SBA
to assist in some lending situations,” says Edwards. “We pri-
marily look at that as a credit enhancement for the borrower
who needs a longer amortization than we would offer on a
conventional loan, or who needs more collateral.”

“Right now there is money for small business lending, just
not in the terms the market is comfortable embracing,” says
Feldman. Borrowers today have to pony up more equity, per-
haps their house—something many are unwilling to do. Fran-

Q&A with GE Capital

ODD JONES, MANAGING DIRECTOR OF BRAND MANAGEMENT
T and business development at GE Capital, Franchise Finance,

participated in a panel discussion on the challenges facing
franchising at the IFAs Small Business Lending Summit in April.
In a follow-up interview, we asked him to elabo-
rate on some of his comments.

What should multi-unit franchisees
know about today’s lending environ-
ment? Franchisees should know that capital
is available, butlenders are more selective than
they were before the financial crisis. Not only
will lenders analyze the franchisee’s financial
health and operating performance to deter-
mine creditworthiness, but also the brand’s
overall performance and capitalization. To expedite the process,
franchisees should have their financial statements available and
be prepared to discuss their business plan, their capital needs,
and operating performance with their lender.

How can they enlist the help of their franchisor to ob-
tain capital for growth, remodeling, acquisitions, or other
expansion? Franchisees can encourage their franchisors to
build relationships with a variety of lenders to help make more
capital available. The more that a lender understands about the
brand’s strategy, its growth plans, its franchisee and site selection
processes, and its overall positioning with consumers, the better.

What did you mean when you said, “My customers,
technically, are the brands themselves”? My brand man-
agement team builds strategic relationships with executives in
development, marketing, operations, and the C-suite at the fran-
chisors to help support our originators in their efforts to provide
capital to franchisees.

You said the key is: “What is the value proposition to
the consumer?” Please explain. This means how well the
brand meets the needs of its target consumers (e.g., is the brand
delivering value, convenience, quality, taste, image, etc.). This is
an important element of a lender’s evaluation of the attractive-
ness of a brand.

You said that you look at same-store sales and how
the franchisee has responded to reduced spending. In ad-
dition to assessing same-store sales trends, we also review the
operational adjustments franchisees made to be more efficientin
managing food and labor costs, as well as trimming other oper-
ating expenses. This analysis helps us determine the franchisee’s
effectiveness in preserving profitability margins in the face of
declines in traffic and sales.

You also mentioned the business/operating model be-
ing profitable for the franchisees. After factoring in devel-
opment costs, occupancy expenses, franchise fees, advertising
expenses, food and labor costs, and other operating expenses,
we evaluate the profitability of the business and the franchisee’s
ability to repay its obligations based on the cash flows gener-
ated by the business.

Todd Jones
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chisees, he says, were used to financing 80 to 90 percent. Today,
he says, it’s 55 to 70 percent, and franchisees either don’t have
the cash or don’t want to put up their house.

On the bankers’ side, says Edwards, “We take a very seri-
ous approach to our fiduciary responsibility to the borrower.
We need to ensure they are capable of repaying their debt. A
single bad loan is an event for us and can be a financial disas-
ter for the individual.”

“Franchisees really need to dig deep and do their due dili-
gence on unit economics,” says Feldman. “Unit economics will
determine if you get the money.”

Ask a banker!

Sdll in doubt about what to do next? Call a banker, suggests
Schultz. “The financing community is pretty approachable,”
he says, if you come in with an approach of “Here’s what I'm
trying to do. Can you give me some suggestions on who I
should speak to?”

“Most people in this business will tend to have a 10- to
15-minute conversation and tell you who else to talk to. We
know what each other is looking for,” says Schultz. Tell your
story about why it’s a good investment. Ask what the lender is
looking for, what they invest in, what are their criteria. “My
view,” he says, “is ‘I can’t help, but try these three or four guys;
or don’t call these three.”” Two questions you should never ask:
“How much can you lend me?” and “What’s your rate?” &

Bank Credit Reports

ANT A BANK LOAN? LEARN TO SPEAK “BANK”! A
w franchisee’s chance of getting a bank loan increases

if they include a Bank Credit Report (BCR) in
their application package, according to a survey released
by FRAN(data this spring. (Disclosure: FRANdata prepares
and sells these reports.)

According to FRANdata, a BCR provides an indepen-
dent analysis of the performance of a franchise brand with
the aim of both introducing and validating the brand to a
regional or community lender who may not be familiar with
franchising, or with a particular brand. These reports follow
standard bank underwriting topics and use established bank-
ing terminology to provide a detailed analysis of a brand,
including brand strength, financial and operational risks of
the franchisor, franchise system and unit performance, SBA
lending outcomes, and comparative sector performance.

“With the main franchise loan activity increasingly coming
from the community and regional banks, franchise brands
are having to do all they can to assist franchisees in finding
financing,” says FRANdata CEO (and former bank executive)
Darrell Johnson. “The successful loan applicant recognizes
that credit departments at these lenders have less experience
with franchises at a ime when banks are more risk-averse.”
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PIZZA CHAIN

RANKED #1
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Limited space & equipment needs

Strength of a proven brand
Over 1,250 stores open in 34 states
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Balance your porifolio with
complementary brands

HE INSPIRATION FOR RANDY EL14S’s
expansion into a new franchise con-

cept came from a restaurant he’d

been frequenting for years. In a prosperous
area of Atlanta, a Mexican eatery called
Jalisco sat next door to a Baskin-Robbins
ice cream shop. With the help of custom-
ers looking for something sweet after a
spicy meal, that Baskin-Robbins
location was the number-one
shop in that company, says Elias.
“Scott Paton, my business
partner, and I saw the success
with those two restaurants, and we
modeled our business plan after
that,” says Elias. Good plan: today
the two operate a very successful
Moe’s Southwest Grill in the At-
lanta area, consistently coming in
among the top 5 percent of the
franchisor’s 70 locations in the
area. When a space opened up
a few doors down from that res-

he says. “We had a strong dinner concept
in Moe’s and now a very strong dessert
concept with Menchie’s.”

Like Elias and Paton, franchisees
across the country are finding that ex-
pansion doesn’t have to mean opening
more locations of their existing concepts.
Sometimes, the best chance for growth

Mike Blass

taurant, they decided it was time
to expand. “We had to come up with the
right concept,” says Elias.

That concept turned out to be
Menchie’s, a frozen yogurt shop fran-
chise based in Los Angeles. Given that his
Moe’s location was very family-oriented,
the fact that Menchie’s caters to the 5-
to 15-year-old crowd was ideal. Already,
some three months after opening, Elias
says the spot has become the local malt
shop. “That’s who we’re serving anyway,”
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comes with a complementary brand. That
new business might capitalize on current
customer traffic, as Elias’s does.

Or it could broaden the product mix,
offering clients more choices. That’s what
Mike Blass has achieved with his new
Miracle Method franchise. The bath fix-
ture resurfacing business adds an entirely
new line to Blasss existing construction
company in Lima, Ohio. “For me, the
refinishing business made a lot of sense,

because it gave my customers a different
set of options at a different price point,”
says Blass. “It gave me as a business owner
an opportunity to more effectively solve
problems. And they feed each other. If T
go in to do a Miracle Method job, that will
lead to a construction job down the line.”

Adding a new type of franchise can
also be a financial diversifica-
tion strategy, as Steve Reimer’s
new Einstein Bros. Bagels busi-
ness has proven to be. Already a
multi-unit hotel franchisee, with
two Marriott brands and one Hil-
ton flag, Reimer decided to get
into food service partly because
the investment wasn’t nearly as
capital-intensive as building an-
other hotel.

“It'savery big capital expense
to build a hotel,” says Reimer. “It’s
along-term real estate play. With
arestaurant, you're in leased space,
and you just have the build-out
and FF&E. It’s a cash-flow business, where
hotels are more of a long-term hold.”

For Dev and Sunita Sagar, branching
out from their Denny’s restaurant into Baja
Fresh and Jack in the Box allowed them to
cover different segments of the restaurant
business in Northern California: 24-hour
family dining, fast casual, and QSR. The
mixed bag of concepts reduces risk, Dev
figures. But by keeping all the businesses

under the food-service umbrella, opera-



tions are simplified.

“Customer service is customer ser-
vice,” says Sunita. “The food is different,
the POS system is different, but the skills
are the same. You offer good food and
good service in a clean environment. It’s
all about using the basic skills.”

For Cary Albert, adding Cinnabon
franchises to his Schlotzsky’s shops in
North Texas didn’t just require the same
basic skills—it required the same staff,
the same space, the same utilities, and the
same overhead—all of which
brings in new customers and
drives residual sales. “It’s bring-
ing an added value into the
brand,” says Albert, who now
has five Schlotzsky’s and five
Cinnabon franchises, with three
more dual-brand locations un-
der development and another
seven planned. “The only ad-
ditional overhead is the cost of
the product.”

Albert has seen Cinnabon
sales grow to between 5 per-
centand 8 percentof each loca-
tion’s take. With store sales that
range from $1 million to $1.6
million, that’s not insignificant. “Worst
case, that’s $50,000 a year you wouldn’t
have,” he says, “plus the additional sales
you're getting at Schlotzsky’s, like soda
sales. It’s definitely added value.”

Financing!

When seeking funds for a new, comple-
mentary brand, franchisees can point to
the success of their existing businesses as
proof of their management acumen. For
instance, Elias’s Menchie’s addition was
funded by private lenders. After financing
Moe’s with commercial loans, he was able
to attract that private funding because of
his consistent growth and strong P&L
history with Moe’.

The Sagars’ firstlocation, a Denny’s in
the San Francisco Bay area, was financed
out of their own savings, with the help of
local community banks. Sunita had 17 to
18 years of experience in food service by
then, and Dev had a successful comput-
er-support business to his credit. “They

knew they could trust us, providing the
financing,” says Dev.

Since then, the Sagars have tapped
community banks for their various ex-
pansions. It’s part of Sunita’s philosophy
of commitment to the local community.
“We believe in getting involved, and that
includes community banks,” she says.
“We have gotten funding from a lot of
community banks.”

Regional banks backed Reimer’ hotel
locations, but the Einstein Bros. expan-

Sunita and Dev Sagar

sion is an all-equity proposition; he and
his partner are funding that themselves.
Adding a third hotel to his stable, how-
ever, was a different story. The project was
ready to go in 2008, but that’s when, as
Reimer says, “the whole world changed.”

Reimer’s previous financiers weren’t
interested in another hotel, so he went
to several different banks. Some weren’t
interested in the projectatall, while others
wanted a major equity investment from
Reimer. “Ultimately U.S. Bank financed
it,” he says. “I had to put more equity in
it than I planned on, but less than what
some others had quoted.”

SBA 504 loans have helped Albert
with his rapid Schlotzsky’s/Cinnabon
expansion. After developing one new
store (slated to open in September) with
a conventional loan from J.P. Morgan,
Albertwas able to putanother three into
the works, thanks to new SBA legisla-
tion from Congress.

“They raised the limit to $5.5 mil-

lion, which gave me another $3.5 million
more to work with,” he says. “Each store
is $1.2 million to $1.5 million, with the
SBA guarantee at 40 percent of that. So
with the new limit, I can develop four or
five more units using SBA money.” Plus,
the SBA requires only 10 percent down,
he says, compared with 20 percent to 25
percent with conventional lending. “That
keeps more capital in my coffers,” he says.
“It lets me expand more rapidly.”

Blass has borrowed heavily to fund
both his construction business
and the Miracle Method fran-
chise. “We’ve financed quite a
bit in both businesses, because
I’'m confident that, given a little
bit of time, it will be worth it,”
he says. “But I've got a lot of
debt. At a conference recently,
we heard what other entrepre-
neurs’ credit scores were, and
that helped. I thought it was
just me.”

One thing that’s helped Blass
with budgeting is the fact that
he has a pension from his pre-
vious career in government. “I
don’t have to have a salary at
this point,” he says. “That gives me the
ability to reinvest my cheapest form of
capital, which is my time.”

Synergy!

Having a successtul first business to build
on helps not only financially, but opera-
tionally as well. One of the advantages
of operating three different concepts,
the Sagars have found, is that they can
apply good ideas from one franchisor in
operating their other businesses. “Each
brand, each franchise, has its own sys-
tems,” says Sunita. “We can choose the
best and apply it to them all.”

For instance, Baja Fresh has well-
established fund-raising and catering
methods, Sunita says. The franchisees
work with community organizations,
schools, sports teams, and the like on
fund-raising events. The organizations
drive traffic into the restaurants, and
then reap 20 percent of the proceeds. It
makes sense for the Sagars’ Denny’s and
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Our way
beats
their way.

Franchise
opportunities
available
across the U.S.

We'’re smokin’ the
competition.

Do you want to own a
franchise that’s setting
the restaurant industry
on fire? With nearly 400
units and high average unit
volume, Firehouse Subs
is one of'the hottest
fast-casual

restaurant
opportunities

in the

country.

Take Action Today: firehousesubs.com

or 87'7-887-8330

facebook.com/firehousesubs

Follow us: @FirehouseSubs

© 2010 Firehouse Subs. This material does not constitute an offer of a Firehouse Subs restaurant franchise

An offer can only be made by us after receipt of the Franchise Disclosure Document
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Jackin the Box locations to do the same.

“That’s the kind of community involve-
ment I would like to have with all of my
stores,” says Sunita. “Getting involved in
the community lets them know about us
and helps us to increase sales. I believe
strongly in getting involved.”

There are opportunities for the Sagars
to share more than good ideas. Their
operation is large enough to warrant a
full-time financial staff to deal with all
three brand operations. Accounts receiv-
able, accounts payable, human resources,
customer service, and other back-office
functions are all handled out of their
Fremont, Calif., headquarters.

Management training comes out of
Fremontas well, another synergy offered
by operating several concepts. Cross-train-
ing managers ensures that the businesses
always have backup in place. It also helps
to retain employees by grooming them
to move up as opportunities arise. “We
do look into promotion or opportunity
for growth within the organization first,”
says Sunita.

Cross-training is an important part
of Reimer’s hotel strategy, too. All three
of his hotels, which he operates in part-
nership with his brother, are located in
the same block of downtown Grand
Junction, Colo. Employees are trained
on all the computer systems so that, if
one hotel is busier, employees can be
shifted from another property to help
handle the extra traffic. Cross-training
also makes it easier to fill in for employ-
ees who are sick or on vacation. Plus,
there’s one administrative office for all
three hotels, so they can share mainte-
nance and sales staff when necessary.
“We’ve seen a lot of cost savings in that
respect,” says Reimer.

Blass figured that, after adding Mir-
acle Method, he could hire a full-time
bookkeeper for all his companies, but
that didn’t work out: he decided that
he didn’t want to risk putting all his
financial information into the hands of
one person. “Now, [ use my accountant’s
office for the construction company’s
books, and the next step is to meet with
the accountant to hand over Miracle
Method’s books,” he says. “Actually,

they can do it cheaper, and if something
were to go awry, they’re licensed, and
they have something to lose if I had to
go after them.”

However, Blass does have a single ad-
ministrative office that serves as a base
for all his companies, including the re-
modeling business and Miracle Method.
He’s in the process of opening a combi-
nation showroom and shop for Miracle
Method, and he maintains another shop
for Blass Residential Services. Eventually,
he’d like to combine them all. “The goal
is to someday, hopefully in the not-too-
distant future, combine into one facility
and operate under one roof,” he says.
“That would offer a lot of leverage and
synergy to capitalize on.”

His centralized administrative office
allows Blass to share costs across the
businesses, basics such as sharing one
photocopier, costs on office supplies,
and so on. “Also, I have some ability to
shift costs to maximize my tax strategy,”
he says. “And Miracle Method, as a fran-
chisor with 125 offices, has negotiated
some trade discounts with major suppli-
ers. Once I have that relationship, I have
the option of asking for the discount for
my construction company.”

Another way Blass has found to double
up is with payroll costs. All of his employ-
ees are technically on the construction
company’s payroll. Miracle Method then
leases its employees from Blass Construc-
tion. That way, he has to pay for only one
payroll package. “I do the same thing with
vehicles,” he says.

Next up: advertising. Blass is exploring
ways to combine advertising for Miracle
Method and Blass Residential. “We’re
looking at paying a rate for one company
to get coverage for both,” he says.

Complement!

These diversified franchisees have some
words of caution for entrepreneurs con-
sidering similar moves. Choosing the
right franchise is paramount. “Number
one, you have to understand that the op-
erative words are complementary, strate-
gic,” says Blass. “So you stick with what
you know, and make sure that whatever
franchise you’re looking at doing, it will


http://firehousesubs.com
http://facebook.com/firehousesubs

allow you to leverage the resources of
your existing business.”

Elias seconds that notion. There’s no
point in taking on a second franchise if
it doesn’t somehow fit with your current
business, he says, as the Menchie’s des-
sert niche does with his Moe’s. “If you’re
selling dinner at one franchise, you might
wanta lunch business,” says Elias. “If you

have a lunch business, you might want a

coffee shop next door.

Its key, of course, to do your homework
ona prospective franchisor, says Dev Sagar.
“Understand what their expectations are,
how people view the brand, what kind
of systems they have, how much they’ll
support multi-unit growth,” he says. “It’s
like a marriage: You need to understand
what a partner will provide you, what
compromises you will have to make, and
how you can achieve your goals in the
environment that you share.”

Sunita points out that the analysis can’t
stop with franchisors. Entrepreneurs must
look carefully at themselves, too. “Multi-
conceptis notfor everybody;” she says.“You
need to look at your personal strengths,
at your business’s current infrastructure,
to see whether you can do it.”

Reimer agrees that adding a comple-
mentary franchise is a big decision, but
with retail space in plentiful supply, now
is a good time to take the leap. “There’s
a lot of empty space in retail centers,
so you can make a much better deal on
vacant space with landlords. It’s a good
time if you have a concept that will work
in your market.”

In fact, Reimer is mulling another ad-
dition to his growing business. His latest
hotel, a Springhill Suites by Marriott,
has a 2,000-square-foot storefront. He’s
thinking about opening a coffee franchise
there. “It would be a recognizable cof-
fee franchise, with a door leading from
the coffee space into the hotel, as well as
storefront doors for customers from the
downtown area.”

Reimer figures the coffee business
would be an amenity not only for the

’s down-

new hotel, but also for the city
town. And if it works out as planned, it
would also be an amenity to his portfolio

of complementary franchise bran
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Multi-Unit Franchising Conference shatters records

BY KERRY PIPES

uLTI-UNIT FRANCHISING CONFERENCE, MY HOW
you’ve grown!

More than 900 franchisees, franchisors, sup-
pliers, and franchise executives gathered in April for what
has grown into the pivotal franchise event of the year for
multi-unit operators. This year’s numbers set a new record
for the 10-year-old annual event.

The conference, held at The Venetian Las Vegas from
April 27-29, once again offered a unique op-
portunity for multi-unit operators to participate
in cutting-edge sessions and seminars—while
still allowing time to hear dynamic keynote
speakers and plenty of opportunities to net-
work with fellow operators. The educational
tracks have continued to evolve and now cover
franchising fundamentals such as employee
recruiting and managing unit performance,
as well as emerging trends and developing technology in
areas such as financing growth and social media marketing.

Charles Smithgall III, the 2011 conference chair, pro-
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10TH ANNUAL

claimed in his opening address, “The quality of this con-
ference just continues to grow every year, and I know I
wouldn’t miss it.” As a veteran attendee of this annual event,
he said, “People ask me ‘What should I expect to get out
of attending this conference?’ and I always say, ‘It depends
on what you put in.” If you bring the right attitude it can
be tremendously valuable.” And, says Smithgall, he can’t
wait to get home and apply the new ideas he’s learned from
other franchisees.

While in-the-trenches education, discus-
sion, and open dialogue are always priorities,
prominent guest speakers also play an impor-
tantrole at the conference. This year featured
Domino’s Pizza CEO J. Patrick Doyle, futur-
ist Jim Carroll, and Sean Touhy, the real-life
father from the blockbuster movie, The Blind
Side. Each offered fresh and inspiring insights
from completely different perspectives.

This year’s event got off to a swinging start on Tuesday
with a scramble-style golf tournament that provided ample



opportunity for driving, putting, and net-
working. The weather was perfect and the
Bali Hai Golf Club beautiful for both golf
and the 19th hole banquet where prizes
were awarded for the best scores, longest
drive, and closest to the pin.

Day 1: Shop talk, keynote,

and more

The conference officially kicked off
Wednesday morning with concurrent
sessions related to choosing brands and
growing one’s business. Panelists shared
their experiences and perspectives and
fielded questions from the audi-
ence toward the end of each ses-
sion. A heavy schedule of concur-

rent sessions filled the morning,
most centered on management and
growth-oriented themes. Several
sessions were repeated during the
conference, allowing attendees more chances to catch
the ones they wanted.

One such session was “Best Practices for Bench-
marking Unit Performance.” Steve LeFever (financial
consultant and chair of Business Resource Services),
along with multi-unit operators Grant Norrid (Jack
in the Box, Denny’s, Marco’s Pizza) and Don
Fowler (Jiffy Lube), discussed ways to im-
prove the financial performance of franchise
units by emphasizing the need to keep tabs
on profitability and unit-level metrics. The
consistent message here was that making man-
agers financially literate is key to enhancing
the bottom line.

The first keynote speaker was Domino’s
CEO ]J. Patrick Doyle, who told the story of

Charles Smithgall I,
Aaron’s multi-unit franchisee
and Conference Chair.

964
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the pizza brand’s amazing turnaround
over the past 18 months. He acknowl-
edged the brand’s fall from grace and
described how Domino’s took a highly
risky gamble in openly admitting their
quality had suffered. The strategy under
his leadership has been to address the is-
sue straight on.

“We knew something had to be differ-
ent and quality was the answer,” he told
attendees, and described how the brand
spent two years working on its products
before introducing the dynamic market-
ing campaign that, in effect, said, “Hey,
we're listening to you and responding to your criticism.”
It was a risky move, said Doyle, and it’s paid off: the
brand’s sales have increased in every quarter since the
campaign was launched in 2009. “Honesty, transpar-
ency, and listening to your customers” are fundamentals
in business today, he said. “It’s a new world out there.”

More sessions followed in the
afternoon before the Exhibit Hall
opened for the first of its three des-
ignated time slots. Multi-unit fran-
chisees, franchisors, suppliers, and
executives capitalized on opportu-
nities to meet one another and dis-

cuss opportunities and deals, how they were
faring with new brands, and the intricacies
of managing multiple brands within a single
franchisee organization. Franchisees looking
for new brands took advantage of the oppor-
tunity to kick the tires on dozens of brands
and products throughout the conference.

Day 2: In the thick of things
The second day of the conference opened
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Glenn Mueller, Domino’s Pizza
multi-unit franchisee.

with economist and FRANdata President Darrell Johnson
presenting his annual report on the state of franchising and
the economy to a fully packed general session.

In a data-filled presentation, Johnson dug into the nuts
and bolts of issues including the rising cost of capital, U.S.
demographic shifts, sector trends, and unit performance. He
said there would be “an uneven but steady climb
outof the downturn” the economy has been in
that would continue over the next 3 to 5 years.

He acknowledged there has been a “fare-
well to cheap capital,” but also said that “do-
mestic opportunities still exist.” A trend of
“mass customization” is also taking hold,
he said, driven by changing demograph-
ics skewing younger and older generations,
with the younger group demanding products
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Ron Millard, pariner, Redstone
Capital Partners.

and services that are “more unique and customizable.” On
a positive note, he said a franchising boom driven by the
health-related and specialty food sectors makes franchising
a great place to be.

In keeping with this year’s theme, “Plan Tomorrow To-
day,” futurist Jim Carroll followed with a dynamic presen-
tation of trends likely to affect franchising in
the coming years, including the accelerating
penetration of mobile devices, 24-hour access
to information, the increasing speed at which
consumers move, and the generational shift
now taking place.

One example of his thought-provoking ob-
servations: “65 percent of kids in elementary
school today will work in a job or career that
doesn’t yet exist.” How do plan for that? He



John DiJulius, keynote speaker,
consultant, and author.

said a particular challenge for franchising is, “How do you
reconcile the need for speed with the need for structure?”

Winners in tomorrow’s world, he said, must be willing
to “make bold moves, despite economic uncertainty” and
“focus on new challenges and opportunities.” His takeaway
message was to see future trends as opportunities, and that
to survive and be successful amidst all of them,
brands must adapt and innovate to keep up.

The final keynoter of the day was Sean
"Tuohy, the real-life father from the Holly-
wood movie The Blind Side. The movie tells
the story of how Tuohy’s family adopted Mi-
chael Oher off the rough-and-tumble streets
of Memphis and how, with Oher’s talent and
the family’s love and support, the teen went
on to become a top NFL lineman for the

90,000

Sean Tuohy, Taco Bell franchisee

and adoptive father of
“The Blind Side’s” Michael Oher.

The Exhibit Hall provided plenty of one-on-one opportunities.

Baltimore Ravens. This was an uplifting and motivational
talk from the word go.

"Tuohy, a multi-unit Taco Bell franchisee, anchored his
talk around two words: “turn around.” He told spellbound
attendees that was what his wife said to him when they
first saw 16-year-old Michael Oher. “Michael was walking
in shorts and a t-shirt in the snow and I was
going to pass him by. She looked at me and
said, “Turn around.”” He did, and many lives
changed forever. “We hadn’t planned it,”
said Tuohy, “but we stopped for one person,
we loved him, and we were willing to try to
make a difference in just one life.”

Tuohy encouraged franchisees to do the
same, imploring them to look more closely
at their employees and other people in their
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J. Patrick Doyle, Domino’s Pizza
president and CEO.

lives that they may not see. “How many other great people
do you have on your teams who might be just like Michael?”

he challenged the audience.

Following lunch and networking in the
Exhibit Hall, educational sessions fired back
up in the afternoon. This day was anchored
around four topical tracks: social media and
consumer marketing, finance, real estate, and
human resources.

Much of the social media track sessions
dealt with topics such as the shifts in brand
and customer dynamics, and how social me-
dia and Web 2.0 are dictating how brands are
perceived today, and where consumers get in-
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Steve Caldeira, IFA president
and CEO.

formation about them. Jason Falls, a consultant and founder
of Social Media Explorer, led a session called “Marketing and

Consumer Engagement” where he explained that “one-way

S$4 BILLION

marketing isn’t kosher any more.” As Falls
reminded attendees, “Social media is like a
cocktail party. It’s conversational and you
earn your way into the discussion and avoid
the heavy sales approach.”

A cocktail reception in the Exhibit Hall
capped off a busy and informative day.

Day 3: Customer service
The final morning of the conference featured
asingle in-depth presentation from customer



Rocco Fiorentino, president Golfers preparing to tee it up at the Bali Hai Golf Club.

Swiss Farms Stores.

service expert and consultant John DiJulius, titled, “What’s
the Secret? Providing World-Class Customer Experience.”
DiJulius, who has penned two best-selling books on customer
service and worked with companies including Panera, Seattle’s
Best Coffee, and Chick-fil-A, also operates four of his own
John Roberts Spa salons.

His presentation was based on his o
own “10 Commandments of World-Class 70 /o
Service,” which he developed through
his own experience and observing other
organizations. The commandments
included having what he called “non-
negotiable experiential standards.” Said
DiJulius,“You need to create benchmarks

Jack Mackey, vice president of
Service Management Group.

your people absolutely must meet dur-
ing every customer contact.” He also ex-
plained a concepthe called “secret service
systems” and emphasized the importance
of personalizing service and anticipating
individual customer needs by
capturing and understanding
customer intelligence.

FOOD, RETAIL,
AND SERVICE

BRANDS

Plans already are well under way for next year’s

Multi-Unit Franchising Conference, which once
again will be held in Las Vegas, this time at The
Mirage. Dates are April 24-26,2012. See www.multi-

unitfranchisingconference.com for updates, as well as
for presentations and a review of this year’ event. &
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Moulti-Unit Franchisee magazine’s annual
MVP (Most Valuable Player) Awards,
presented at the Multi-Unit Franchising
Conference this past April in Las Vegas,
honor franchisees who have demonstrat-
ed outstanding performance in building
their businesses, growing their brands,
and serving their communities.
Therese Thilgen, CEO of Franchise

) yOSHInoyA ° Update Media Group, introduced each

/)
winner and presented them with their
awards during a general session at the
Lk . ' . conference. Said Thilgen, “We congratu-
This ad is not an offering. Franchise offers and sales are made only by prospectus. For New York, an offering can only be made by a 0 e . 3 8
prospectus filed first with the Dept. of Law of the State of New York. Such filing does not constitute approval by the Dept. of Law. late these d)mamlc franchisees who mspire
others with their vision, leadership, and
achievements.”

All winners are extensively involved
in giving back to their communities, as
well as in providing innovations that
have helped build the franchise system,
as well as their own organizations. The
2011 MVPs are:

¢ Lawrence “Doc” Cohen, founder
and CEO of Cookie & Associates. He
operates 18 Great American Cookies,
11 Pretzelmakers, 3 TCBYs, and 1 Cof-
fee Beanery.

e Kevin Hatton, owner of the Sec-
ond Alarm Restaurant Group. He is a
franchisee of Firehouse Subs with 5 units.

e Gary and Sally Myers, owners of
BMW Management. The couple operate
24 Sizzlers and 1 Richie’s Real Ameri-
can Diner.

¢ John Scharnweber, COO of Clas-
sic Restaurants. He operates 3 Ground
Rounds and 4 Denny’s.

e Zane Tankel, CEO of Apple-Metro.
He operates 35 Applebee’s stores in the
New York City area.

® Greg Thomas, president of Baci
Fashions and Parkside Ventures. He
oversees 13 Great Clips and 2 Smoothie
Kings.
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Security

BY DAVID ELLIS

Keeping Hackers Out

Simple steps for safeguarding customer data

ETWORK SYSTEMS ATTACKERS, AS WELL AS LESS-

dangerous (though still nefarious) hackers, never

rest in their ongoing quest to compromise fran-

chise computer systems and capture a share of the
billion-dollar bounty of stolen credit card data. When the final
2010 figures are tallied, the FBI expects that organized crime
worldwide will net more illicit money from Internet fraud than
from illegal narcotics trafficking.

Attackers’ methodologies continue to evolve and grow more
sophisticated. Franchisees must do likewise to stay a step ahead
and protect customers’ personal information and their own
hard-earned business reputations, indeed their very livelihoods.

Some quick definitions: “Attackers” break into franchise computer
systems with specific criminal intent to steal and defraud, whereas
“hackers” often do so for the challenge, the notoriety, or the thrill
of the chase. Hackers can inflict costly system damage and inconve-
nience, as serious as system shutdowns, but this can pale in compari-
son to the damage from system attackers. An attacker’ intrusion, if
undetected, can inflict irreparable damage to franchise operations.

Their current “best practice” and number-one method to gain
access to a franchise system (and ultimately to customer credit
card data) is to compromise a vulnerable remote access applica-
tion, such as one that allows owners and managers to log into a
work computer from home or elsewhere.

Attackers increasingly target franchises that use remote ac-
cess because, if they are successful, it allows them to completely
bypass firewalls. The foremost vulnerability with remote access
is not the tool itself, but rather how the remote access is con-
figured. Merely requiring a user name and password allows an
attacker to enter your network by breaking only a single level of
security, and there are a plethora of available tools to help him.
His job is made even easier when system administrators choose
weak passwords (like “password”). Once he’s gained network
access, the attacker has the “keys to the kingdom,” and is free
to install a suite of malware designed to harvest customer credit
card data and export it to his system.

Once inside a franchise network, attackers employ a variety of
tools. Keyloggers, originally created for such legitimate purposes
as helping employers and parents track workers’ or children’s
correspondence and Internet usage, are a perfect attacker tool,
used to capture all keystrokes and credit cards as they are swiped
ata terminal. Antivirus software developers only recently began
to flag keyloggers as potentially malicious, so the attackers’ hon-
eymoon with keyloggers may be nearing its end.

Not so with another of their favorites, memory scrapers (or
memory dumpers). These pose grave danger not only because they
typically go undetected by antivirus programs, but also because
they can capture customer credit card data before it reaches the
encrypting protection of a secure credit card payment application.

How to avoid the high costs of lax security

Apart from inconveniencing and potentially damaging custom-
ers’ credit (not to mention business reputations and goodwill),
the consequences of insufficient or lax system security also hit
franchisees squarely in the pocketbook.

For starters, Payment Card Industry (PCI) forensic inves-
tigations into suspected breaches average around $15,000 per
franchise location. Credit card companies may hold merchants
responsible beginning at $5,000 per location breached, and
card issuers similarly seek reimbursement. In one instance,
a small restaurant franchisee was charged $110,000 in reim-
bursement for fraud costs. Add to these the not-so-“soft” costs
of damaged reputations from media reports stemming from
consumer complaints, and the impact on franchises can be
staggering, even fatal.

While there is no “silver bullet” that insulates a franchise
from all attacks, adherence to the mandatory Payment Card
Industry Data Security Standard (PCI DSS) is the best place
to start. Strict compliance with this framework will help plug
security holes that allow criminals to pocket your customers’
card data. A good place to begin is by examining the security
of your remote access. Remote access should always require
“two-factor authentication.” In addition to a user name and
password, two-factor authentication requires an additional
step, such as physically calling a manager onsite to be granted
remote system access. This is among the best “second fac-
tors.” Another good second factor could require matching of
Media Access Control (MAC) addresses between the remote
and onsite systems.

Another simple, yet important security tip is to close Virtual
Private Network (VPN) tunnels when they’re not in use. Attack-
ers can try to hack into the VPN only when it is open, so reduce
their potential window by closing the VPN when not in use.

The use of wireless technology for payment applications
presents another possible vulnerability that just isn’t worth the
risk. Even wireless encryption thatis considered secure by today’s
standards may be compromised tomorrow.

These suggestions are far from a security panacea, they are
simple starting points. Franchises do what they do best: operate
their business. They’re usually not I'T" security experts, but I'T
security must be on their radar. Being PCI DSS—compliant and
taking relatively simple steps can go a long way toward success-
fully fending off Internet attackers. &

David Ellis, CISSP, QSA, PFI, is director of foren-
sic investigations for SecurityMetrics, a leading pro-
vider of Payment Card Industry Data Security Stan-
dard security solutions. Contact him at 801-724-9600
07 VISIt WWW.SeCUTitymetrics.con.
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BY STEVE LEFEVER

Expansion Ana

Sales are only half the answer

ROWTH: THE ALL-AMERICAN MEASURE OF SUCCESS. BuT
whatkind of growth? And how do you measure growth
in relation to success? For too many businesses, intel-
ligent and well-intended
owners settle for sales vol-

lysis

it’s a “go.” The other way around, and it’s a “no-go.” I leave it to

you to assess how often they’re right. However, I make the fol-

lowing observation: such an analysis is not possible unless you
know your costs.

ume alone as the primary Facts: Working the
indicator of achievement. Variable cost (%) = 60% numbers

| Don?t getrtmet \iv,rongt, Ered] ek = $250,000 vaertalyears ago,one ofnc;y
salesare important. 'mno b . clients came to me ready
trying to appear un-Amer- Target proflf = $200,000 to expand. He had four

ican or anything, but my
premise here is that often
growth—or expansion—
occurs without an effective
analysis or understanding of

Formula: Required sales =

the underlying costs. Calculation:
For most businesses, $450,000 = $450,000
growth means expand- 100% - 60% = 4

ing existing facilities or
opening additional outlets.
However, expansion costs money and the analysis has two as-
pects: financial and marketing. Financial answers the question:
“What do we need?” Marketing answers the question: “What
will we get?”

Here’s an example from the folks who
are best at this: the Golden Arches. Do
they know their costs? Down to the last

McCrumb. Suppose they are looking at q uestion:
a new location. By knowing accurately
their fixed and variable costs, they can  \\/@ need 8 "

calculate a break-even sales volume level.
Where do they find this accurate costin-
formation for the new store? They have
thousands of existing outlets to use as
models, so by knowing how much they
need to invest and their target ROI they
can calculate the required profit. Then, considering the target
profit as “fixed”—the cost of money—they can easily calculate
the required sales to cover the costs and supply the necessary
profits. Okay, halfway there.

Simultaneously, the marketing folks are conducting a demo-
graphic survey, researching and analyzing
the target marketarea. By projecting most
likely customer volume and knowing the
average customer spend they can accu-
rately predict sales (“What will we get?”).
Now it’s complete.

Next, the marketing and finance people

Competitor 1
Competitor 2
Competitor 3

Financial answers the

“What do

answers the question:
“What will we gete”

Sales going out of town 500,000

stores and was opening
a fifth. Naturally, I asked
him: “Whatare your fixed
costs?” His answer: “I don’t
have the foggiestidea. How
canI find out?” My sugges-
tion, of course, was to look
athis other four stores. He
told me annual fixed costs
were $220,000. Knowing
this client, I applied Murphy’s Law and arrived at a figure of
$250,000.

Next, I asked him what his variable cost percentage was. Same
answer. Naturally, you find the variable
cost percentage the same way. He told me
his variable costs were 60 percent of sales.

Now all I needed to know was how
much he would need to invest and his
required ROI. He planned to invest $1
million and his required ROI was 20 per-
cent. Therefore, of course, he needed to
make $200,000 per year. I've diagramed
the financial analysis (above).

What this says in words is: With a
variable cost percentage of 60 percent, my
client must achieve sales of $1,125,000 to
cover fixed costs and produce the target profit. His comment to
me: “That sounds okay, but can I do it?”

My answer: “How should I know? I'm just a finance guy!” To
do the other half of the analysis (the marketing part) required
additional effort. So I dispatched myself to the small town he’d

targeted for expansion and reviewed the
market. My competitor analysis is out-

Fixed costs + Target profit
100% — Variable cost %

= $1,125,000 required sales

Marketing

$ 650,000 lined at left.
550,000 As T saw it, my client needed a 50 per-
500.000 cent market share. What's the likelihood

of getting that in a small market where
he’s unknown and all three competitors

meetand put the puzzle together. If what Total market

you will getis greater than what you need,
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$2,200,000

are both known and well-established?
About the same as the proverbial snowball!



Do it yourself

Who can use this expansion analysis pro-
cess? Anyone—and for any kind of growth,
be it expanding existing facilities or open-
ing new ones. A sales analysis is only half
the story. An accurate knowledge of your
costs and how they behave is really “the
rest of the story.” Further, expansion is
not the only story. The analysis works just
as well in the decision to sell locations—

A sales analysis

is only half the

story. An accurate
knowledge
of your costs and
how they behave is
really “the rest of
the story.”

“degrowth,” you might say.

Admittedly, the process isn’t perfect,
and the risks are several: only doing half
the analysis, being wrong anyway, and not
evaluating whether the growth is accom-
plished at the expense of increasing levels
of debt. Nevertheless, the process is better
than proceeding blindly. Indeed, some-
times it’s most useful in predicting what
won’t work, rather than what will. Always
keep this in mind: sales alone are not an
adequate predictor; don’t go after volume
for volume’s sake.

My client’s decision? “Well,” he said,
“I'll admit that the sales volume and mar-
ket share projections make this look pretty
risky, but 'm not worried.... because I can
borrow all the money!” My response? I of-
fered him a huge discount for immediate
cash payment of our bill. TG

Steve LeFever is chair of Business Resource
Services (BRS), where he guides business networks
from “Profit Mys:

more than 10 yeas

have i1

Sollowin S ocess: fi
nancial training, performance benchmarking,
and accountability/bankability modeling. Con-
tact BRS at 800-488-3520 x14 or lefever@

brs-seattle.com.
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Investmentinsights
BY CAROL CLARK

Time for a Simpler Approach

Investing insights for the 2 1st century

S WE'VE SEEN IN HIGH-DEFINITION IN THE PAST
few months, the factors that must be accounted
for while structuring financial affairs are much
more complicated than ever before.

The 1980s and 1990s were great times to be an inves-
tor. Interest rates were falling dramatically, instigating a
huge and lasting bull marketin fixed-income investments.
Credit became easy to obtain and even our tax policies
encouraged consumerism. Investors were pouring into
the markets with the advent of 401(k) plans and IRAs.
Companies were going public at record rates, resulting
in a lot of new and interesting “stuff” to look at for pos-
sible investment and creating liquidity for scores of ag-
ing Baby Boomers. Regulations for many industries were
easing, and the growth of all sorts of investment vehicles
(e.g., mutual funds, exchange-traded funds, private equity)
was skyrocketing. Globalization took hold, especially after
the fall of the Berlin Wall, and capitalism began to more
rapidly spread around the world.

According to data from the Investment Company Insti-
tute (ICI) and the SEC, the percentage of the population that
owned publicly held stocks rose from about 5 percentin 1980
to nearly 50 percent in 2000. Particularly in the latter half of
the 1990s, participation was arguably fueled by abnormally
high stock market returns. For example, the 5-year annual-
ized rate of increase in the S&P 500 index between 1995 and
2000 was 29 percent!

It was a simpler time at the outset, with fewer investment
choices and a slower pace of activity. In 1980, there were a
mere 564 mutual funds, and average daily trading volume on
the New York Stock Exchange (NYSE) was 45 million shares,
according to ICI. Total mutual fund assets amounted to $135
billion. There were no IRA, 401(k), or hedge fund assets. (The
former hadn’t even been legislated into existence, and the lat-
ter were too nascent to count.) Personal computers hadn’t
been invented, so security analysis took a much simpler form:
heavy on the use of pencil, paper, slide rule, reading of SEC
filings, and one-on-one conversations with management and
suppliers. Moreover, there was no ability to crank out reams
of comparative analysis at the push of a button. No email, no
Google, no stock screens. Any sort of “quantitative” analysis
was an arduous and time-consuming endeavor.

By 2000, there were more than 8,000 mutual funds, and
average daily NYSE volume topped a billion shares a day (ICI).
Average holding periods dropped from three-plus years to
barely a year. As one money manager quipped, people went
from “owning stocks to renting them.” And now? We have
24/7 access to more investment and financial news than we
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can possibly absorb—with most of it available for free. The
same holds for analytical tools.

Given all the money expended on brilliant people and
high-powered technology in the intervening years, I've of-
ten wondered why overall returns haven’t improved. Perhaps
it’s because:

1. People still pull the “levers,” and people are prone to all
sorts of behavioral idiosyncrasies—especially when stressed
and confronted with unpredictable situations.

2. Investors have gotten away from the basics of sound
investment policy. Rather than analyzing the merits of spe-
cific investments, excessive time often appears to be placed
trying to outmaneuver other investors. Many essentially view
the investment process as buying lottery tickets rather than
pieces of companies.

3.The more creative Wall Street gets in “synthetic” prod-
ucts and complicated management structures, the more mid-
dle people there are to take a bite out of the potential profit
available, if any.

4. Nervous investment trigger fingers are exacerbated by
24/7 news flow across multiple channels. Brain scientists have
illustrated that when confronted with tons of information, we
either shut down and don’t want to make any decisions, or we
try to respond to all of it by tweaking “this or that” in a knee-
jerk fashion. More often than not, the common state is swing-
ing wildly from one extreme to the other, basically reverting
through the mean, not to it, on the way to the other extreme.

"Today, we are left with a seemingly more complicated world,
even if we have the ability to slice and dice its risks into more
finely digestible pieces. In addition, there are more market
participants influencing daily trading: sovereign wealth funds,
governments pursuing self-indulgent policies, emerging trade
blocks, more citizens stepping toward democracy, and capital
markets. Given the knowledge that the more choices we are
confronted with, the more likely we are to do nothing, what’s
an investor to do? At the risk of sounding overly simplistic,
perhaps it’s time to re-sync our expectations and revert to
some time-tested asset allocation and analysis basics. T

Carol M. Clark, CEA, is a partner and invest-
ment principal of Lowry Hill, a private asset man-
agement firm that provides proprietary investment
management and financial services to families,
individuals, and foundations with wealth greater
than $10 million. The firm manages approximately $5.2 billion
in assets for nearly 300 families and 57 foundations from offices in
Chicago, Minneapolis, Naples, and Scottsdale. She welcomes ques-
tions and comments at cclark@lowryhill.com
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It's Not a Test Kitchen...

It’'s a 12,000-square-foot
Cash Register.

= 186 restaurants in 41 states
= 20 new stores opened in 2010...one every 12 business days
= 5 new Golden Corrals under construction as of April 12, 2011
= 21 Golden Corrals in development for a 2011 opening
= Third-party financing available from 40 of the nation’s leading lenders
= 12 new groups became franchisees of Golden Corral in 2010
= #1 Consumer's Choice in Cafeteria/Buffet
Chains by Restaurants & Institutions

golden_

OPPORTUNITIES AVAILABLE NATIONALLY. corral

® goldencorralfranchise.com/muf1 Sutiet& Gl
800-284-5673 ext. 4479, Annette Bagwell
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Customers
BY JACK MACKEY

Take Action—and Measure It!

Benchmarking key performance areas drives profitability

ow am I poiNG?”

That’sa great question! In
fact, none of us can get bet-
ter without knowing how we

are doing in key performance areas. For
multi-unit franchisees, who are “manag-
ers of managers,” it is crucial to focus your
teams on the vital few things that matter
most and are under the control of your
managers. Reporting these key metrics gets
people to pay attention to what’s important.
Done correctly, measurements answer the
question for each store manager: “How
am I doing?”

Measurement is more than
information

An inspiring example comes from Broad-
base, Inc., which operates 34 locations and
was named “Operator of the Year” at the
2010 Jiffy Lube International franchise
convention. Broadbase CEO Don Fowler
says his company’s remarkable sales growth,
from $12 million to $31 million over the
past three years, comes in part from highly
motivating performance reporting systems.

At the Multi-Unit Franchising Confer-
ence in April, John Platt, CFO of Broad-
base, putit this way: “The old saying is that
you can’t manage what you can’t measure.
And you sure can’timprove what you don’t
measure. That’s why we track and report
sales, transaction counts, and profitability.”
Reporting on these numbers—and espe-
cially the trends on these key metrics—is
a powerful way to improve performance
where it is vital to your success as a multi-
unit franchisee.

One of the surest ways to accelerate
improvement is to report key metrics
more quickly—to shorten the feedback
loop from action/effort to results. Real-
time reporting is ideal. Daily reporting is
a minimum. Each day your unit manag-
ers start working, they should know how
they performed yesterday. They should
know where they are week-to-date and
year-to-date.

Plattalso believes in the power of bench-
marking to foster competition among
unit operators. Every day he deliberately
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reports every store manager’s results to
all store managers and the entire system.
“When you see that you are number 34
out of our 34 stores, that will drive you
crazy if you have any kind of competitive
spirit,” he says. In fact, for every manager
who is not in the top 50 percent—who is
notabove average—that daily reporting is
painful. And it stays painful until the situ-
ation changes. This type of benchmarking
is a powerful management tool for multi-
unit franchisees to motivate managers to
perform better where it matters most.

Of course, it's not easy to improve sales,
transaction counts, and profitability. After
all, those numbers cannot be directly im-
proved. They are outcomes of other actions.

To manage better, focus on
better metrics
What are those actions that drive sales,
transaction counts, and profitability? If
you can go that one level deeper, you can
focus your unit managers on better metrics.
Better metrics are more clearly actionable
by the store manager and employees. For
multi-unit franchisees who are managing
unit managers, these “one level deeper”
metrics are most heavily focused on op-
erations and customer satisfaction.

For example, in the automotive after-

market business, there are service standards
that apply to customers. For example,
there may be system-wide standards such
as: warm greeting, listen to understand, rec-
ommend solution, thank customer, and invite
customer to take a survey.

Franchisors have usually spent consid-
erable time and money to prove through
statistical analysis that when these service
standards are performed, two things hap-
pen. First, average sale amount goes up
as the number of service standards per-
formed goes up. Second, as the number
of service standards performed goes up,
the customer’s overall satisfaction, intent to
return, and intent to recommend also go up.
So when service standards are performed,
the currentsale amount goes up and future
sales from each customer go up.

On the customer satisfaction survey,
customers are simply asked: Did you receive
awarm greeting? Yes or no. Did the associ-
ate listen to understand your issues? Yes or
no.And so on, until each service standard
has been measured either yes or no. How
does this knowledge become actionable?
The number that s reported for each unit
shows how often—as a percentage—each
standard was performed. It is rarely 100
percent on even one standard. There is
always clear room for improvement.

These metrics on service standards
should also be benchmarked across all
units. When you can generate healthy
competition to deliver on service standards,
you’ll get the kind of concrete operational
improvement that drives sales, transaction
counts, and profitability.

Your franchisor is almost certainly
collecting data on service standards from
customers. Are you using it to manage

better? T

SMG Vice President Jack
Mackey helps multi-unit
operators improve custoner
loyalty and drive growth. To
request “Connecting with

Customers Beyond the
Survey,” contact bim at 816-448-4556 or

jrnackey@smg. conn.
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Tony & Gina Paradiso,
Father & Daughter Franchise Team

Franchising has worked well for you, what if you give your
children the same opportunity in an industry they love?

Even in this ruff economy, the $48 billion pet industry grew
more than 9% in 2010" VWe’ve opened 55 new doggy
day and overnight Camps in the last three years, a [05%
increase, earning us a spot on the Inc. 500"

Fetch more info at www.fetchtheirfuture.com.

* 2011-2012 American Pet Products
Association National Pet Owners Survey
** Inc. magazine, 500 issue, 8/2010

©2011 Camp Bow Wow Distribution, LLC
THIS ADVERTISEMENT IS NOT AN OFFERING. OFFER AND SALE BY PROSPECTUS ONLY.

Proven System in High-Growth

Healthcare Industry s

Join the Fastest Growing
Urgent Care Company
in the Country!

Seeking successful Multi Unit
Franchisees looking to diversify

Doctors Express offers a turnkey
solution for success in this
recession-resistant industry

No medical experience necessary

% Doctors
Express’
Urgent Care When You Need It

888-330-DRX1

Visit us online to fill out a Request for Consideration Form

www.DoctorsExpressFranchise.com

Sears Sears

Appliance & Hardware Home Appliance Showroom

TWO EXCITING

JOIN
BRANDS TO
THE SEARS
FRANCHISE TEAM CHOOSE FROM

® 75% financing available

to qualified candidates.

¢ Inventory owned by Sears -

at no expense to you.

* The power of the Sears

brand name.

¢ Top brands like

Kenmore®, Craftsman®,
Diehard®, Black & Decker®,
Maytag®, Whirlpool®, LG®,
Samsung® and many more,
to help attract consumers
to your store.

¢ Training and Support.

877-814-9482

SearsHardware@searshc.com
SearsHAShowrooms@searshc.com
www.searshardwarestores.com
www.searshomeapplianceshowroom.com

I’'m an experienced multi-unit operator.

Why should | add Robeks to my portfolio?

or starters, it’s easier to operate and manage than

other concepts. What’s more, our loyal customers make
wultiple store visits each week. Tap into the wellness trend and
wulti-billion dollar global smoothie industry. Now is the time to
capitalize on this growth opportunity.

d_
www.RobeksFranchise.info RJ/

or call 866-4-Robeks
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People

BY MEL KLEIMAN

New Tricks for this “Old Dog”

My favorite takeaways from the Multi-Unit Franchising Conference

ECAUSE OF MY 25-PLUS YEARS
devoted to best-practice hiring
techniques, I may be thought
of as an “old dog” by some,

but that doesn’t mean I can’t learn any

new tricks, and I picked up a few at the
recent Multi-Unit Franchising Confer-
ence in Las Vegas.

At an HR roundtable session, we
polled those in attendance about the
hiring techniques that are working best
for this diverse group of multi-unit fran-
chise holders. Our objective was to tap
into what James Surowiecki described
in his book The Wisdom of Crowds. Some
of the learning also came out of the
HR track presentations on pre-em-
ployment testing by Cultural Index and
automation of the hiring process by
SnagAJob.com. While much of what was
shared simply confirmed what I already
teach, some new information was put
forward that I’ll happily add to my rep-
ertoire. My favorite takeaways:

1. The convenience of mediocrity
trumps the inconvenience of change.
It’s not the dishonest or irresponsible
people who keep our organizations from
excelling. No, we’re smart enough to fire
those losers fast. It’s the mediocre people
who keep us from building winning teams
that outperform the competition. Too
many employers put up with mediocre
performers rather than replace them,
mainly because they don’t have any bench
strength. There’s no one available to take
the mediocre employee’s place, getin the
game, and play to win.

There are two simple solutions to
this problem. The first is to recruit and
interview religiously to build a database
of high-quality applicants you can call
when needed. The second is to hire over-
qualified people for entry-level jobs and
promote them.

Of course, it’s important to exhaust all
remedies that mightimprove a mediocre
player’s performance (additional training,
performance reviews, warnings, etc.). But,
if these measures fail, it will come as no
surprise to this person when you hand
them a pink slip.

2.The best source of new employ-

MULTI-UNIT FRANCHISEE [SSUE IIl, 2011

ees is referrals. Even with the advent of
the Internet, job boards, online applica-
tions, and social media tools, it’s a fact
that employee referrals still deliver the
best new hires. That’s why practically
every employer has an employee refer-
ral reward program. The problem is that
few do it right.

The biggest mistake is to delay the
reward until the new hire has been on
board 60, 90, or even 120 days. This is
nonsense. Good behavior needs to be
reinforced immediately to encourage
more of the same. Does the job board or
recruiter agree to bill you only if your
new hire stays for a set number of days?
Why penalize your employees when they
do you this huge favor? Give the reward
the day the new person starts.

The second biggest mistake is adding
a monetary reward to the referrer’s pay-
check or having a merchandise reward
delivered to their home. These awards
should be made in front of as many peo-
ple as possible. It’s the best way to turn
every employee in your company into a
top-notch recruiter.

3. Testing is the best predictor of
success on the job. Many of the round-
table participants are enjoying improved
hiring success rates and lower employee
turnover since adding testing to the pre-
employment screening process. They are
using testing as another interview and
told us that once someone is hired, the
test results help them do a better job of
managing that person.

The interest in automated hourly
employee application tracking and hir-
ing processes is way up. Both SnagAJob
and the JobApp Network are adding to
their client rosters because franchisees
find these systems make it much easier
for applicants to get into their systems.
They also save management time, help
build needed bench strength, and mini-
mize bad hiring decisions and employee
turnover.

4. Most hiring decisions are based
on gut instinct. While the use of test-
ing is on the increase, most still “wing
it” rather than use best practice tools to
conduct interviews. Very few use a struc-

tured interview question set, and not
many have had any substantive training
ininterview techniques. When asked how
they go about hiring, many say: “We look
for people who fit our culture,” and then
freely admit they first tell applicants all
about the job, company culture, and the
kind of people who best fit before asking
any questions. Only the dullest applicants
then have any trouble telling interview-
ers exactly what it is they want to hear!

5. Keep raising the bar. Two orga-
nizations that were already using testing
kicked it up a notch for even better results.
Both added SnagAJob to the mix. Even
though the system they had was working,
they continued to look for better ways to
get things done. Now turnover is down
and productivity is up for both. Even if
you're happy with what you have, it’s wise
to look for ways to get even better.

6.The #1 way people try to find new
hires is “posting and praying.” At the
unit level, a person gets hired if they walk
in just when they’re needed. (No matter
that the person may not be a good fit.)
At the multi-unit level, most promote
from within. (The only problem is these
employees are promoted without train-
ing and are often left to sink or swim.)

There are only three pools of new
recruits to fish in. Active job seekers are
about 18 percent of the pool; this is where
most fish. Sixty percent are working and
not looking, but, if offered something
better, would take the bait. The remain-
ing 22 percent are totally satisfied with
their situation and not looking to change
it. Most of the best talent is in the 60
percent not looking, but few employers
tap into this source. They just post and
pray instead.

Mel Kleiman is 2 consul-
tant, author, and Certified
Speaking Professional on
strategies for biring and
retaining the best employees.
He is president of Humetrics,
a developer of systemns, training processes, and
tools for recruiting, selecting, and retaining
the best. You can reach him at 713-771-4401
or mkleiman@humetrics.com
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1 in B Americans is struggling with hunger.
Including people lke your neighbor's child
playing outside, the parking attendant

at your job, or the coffee shop employes
around the corner. Whao's the 1 in 8 in your
life that needs help?

Go to feedingamerica.org to see how your

support can help those in nead.

FOR THREE YEARS RUNNING, BOJANGLES™ HAS BEEN
ONE OF THE FASTEST GROWING RESTAURANT CHAINS
IN THE COUNTRY. WE'RE NOT SLOWING DOWN. ,
COME SEE WHY-- - £

=

Y Bojangles™ was named by The Wall Street Journal among only eight restaurants
inits “25 Franchise High Performers” across all industries

Y ranked #1 in the chicken category by Entrepreneur

Y listed among the top seven growth foodservice groups by Nation’s
Restaurant Newsin 2010

Y listed in Inc. magazine's fastest growing private companies in 2008, 2009 and 2010
¥ listed among QSR’s top eight growth concepts in 2010

Y listed among the ten fastest growing restaurant chains by
GE Capital Franchise Finance in 2010

MO
LeAMOUSs

*ep . e
l"“ken ‘n biscuV

Learn more by calling 1-800-366-9921
or visit bojangles-franchise.com

This is not an offering to purchase a franchise.
Offerings are made by Franchise Disclosure Document only.

DISCOVER HOW

Franchise Development
Pros Are Building Successful
Franchise Systems

The must read, breakthrough guide
to building a world-class franchise
system faster!

Five time-tested success drivers
# 1 for greater franchise growth

AMAZON 4100+ franchise case examples
BEST reveal how to do it right
SELLER

Marketing and
ﬁl:?t your Cglil’)y Ofk' ad strategies to
is ground-breaking generate more

book today! For only $29.95 o
(plus $7.50 shipping & handling). qualified buyers

To order online, go to Sales-producing
www.franchiseupdate.com/gtg techniques for new
and experienced

To order by phone, call Sharon

Wilkinson at (800) 289-4232 ext. 202. development

executives

[FranchiseUpdate]

MEDIA GROUP

Steve Olson is President of Franchise Update Media Group.
He has been a franchisee, franchisor and consultant,

*During 2011 April & May dates for franchise and retail business books
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Exit

BY DEAN ZUCCARELLO

Greed Is Good—Not#!

Strive for a fair balance in transactions

ORDON GEKKO, THE MAIN

character in the 1987 block-

buster film Wail Street, quickly

became a popular cultural
icon of unrestrained greed. The “Greed
is good” phrase comes from his address
at a stockholder meeting:

“...greed—for lack of a better word—is
good. Greed is right. Greed works. Greed
clarifies, cuts through, and captures the es-
sence of the evolutionary spirit. Greed, in all
of its forms—greed for life, for money, for love,
knowledge—nhas marked the upward surge of
mankind...”

e Is greed really good? Philosophi-
cally, that evolutionary spirit Gekko refers
to is not greed, but rather the concept of
self-interest. Enlightened self-interest
contemplates helping others achieve their
goals or providing benefits to society as a
means to advancing one’s own position.
Greed, on the other hand, is simply the
destructive addiction to accumulation. The
short-term spoils brought on by greed are
often fleeting, while the benefits from en-
lightened self-interest more often endure.

What does this have to do with the
deal world? A lot, as it turns out. Greed
often gets in the way of attaining the goal
of consummating a transaction. Why?
Because the greedy party will continue
to push for more and more, until they be-
come so unreasonable that the other party
just walks away. The self-interested party,
on the other hand, knows how to drive a
good deal, but knows when to say when.

¢ Negotiation as a sport. Most people
in the business and deal world love to ne-
gotiate. In fact, we seem to be a universe
of negotiators. But what happens when
winning the negotiation becomes more
important than achieving the original goal
of closing the deal? At what point does it
become too much?

There seems to be a disturbing trend
gaining momentum whereby if you don’t
“get one over” on the other party, you
haven’t done a good deal. Has the notion
of “win-win” become a thing of the past?
A fair deal in which both parties compro-

MULTI-UNIT FRANCHISEE [SSUE IIl, 2011

mise just does not seem to be good enough
anymore for some participants. Butif this
mindset takes hold and becomes the new
normal, how can anyone realistically ex-
pect to complete a transaction? This is a
very dangerous path to go down in terms
of transaction success, and in terms of the
impact on the social fabric of our global
business environment and how reason-
able business people conduct themselves.

¢ How did we get here? People have
been negotiating since the beginning of
time. But why has it become so contentious
lately? It may be that the painful recession
has left us with a void of optimism, and
parties to a deal may try to overcompen-
sate for the negative environment. Many
buyers believe that any seller today must
be desperate. The reality, though, is that
many sellers are not desperate at all. The
result is that fewer transactions are con-
summated, and more parties walk away
from the table disappointed and regret-
ful. In addition, some buyers who weath-
ered the recession very well have allowed
themselves to be charmed by the “golden
rule”—the notion that since they have the
gold, they make the rules. Once again, we
see sellers exiting the negotiation process
fairly quickly when golden-rulers are on
the other side. Anecdotes of these “one-
sided” deal negotiations make their way

back to potential sellers, who want noth-
ing to do with that process. This results
in fewer viable businesses on the market
and a potential backlog of transactions.

e Greed puts the deal at risk. It is
healthy to be aggressive—that’s enlight-
ened self-interest. But don’t risk the deal
with greed. Successful negotiations focus
on achieving an objective, not on trying
to take advantage of the other side, or
scoring more negotiating points. The best
dealmakers know when they’ve pushed
enough. They have an innate sense of the
other party’s position and when they have
reached the limit. And they remain focused
on the ultimate goal. All too often, if nego-
tiations get overly contentious, emotions
take over and the deal becomes difficult,
if not impossible, to resurrect.

e Prioritize your focus. In addition
to focusing on self-interest rather than
greed, itis important to focus on the truly
important deal issues, and not the trivial
stuff. Some deal negotiations fail as parties
focus on issues that are simply immate-
rial to a successful transaction. Successful
negotiations center on the critical factors
necessary to protectand ensure long-term
success for both parties. Trivial issues can
become a distraction, create unnecessary
negotiations and deal fatigue, and may
contribute to a failed deal process.

o Conclusion. Success in transactions,
as in business in general, is driven by a
healthy dose of self-interest. But if you
truly want success, check your greed at
the door. You’ll accomplish more of your
goals, build goodwill, and create more
value in the long run. &

Dean Zuccarello, CEO
and founder of The Cypress
Group, has more than 25
years of financial and trans-
actional experience in merg-
ers, acquisitions, divestitures, strategic planning,
and financing in the vestaurant industry. The
Cypress Group is a privately owned investment
bank and advisory services firm focused exclu-
stvely on the multi-unit and franchise business
for more than 17 years. Contact bim at 303-
680-4141 or dzuccarello@cypressgroup.biz.
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bd's is a fun, interactive Create Your Own
Stir-Fry concept. Fresh,healthy innovative
flavors make up this unique dining experience.
TRY SOMETHING NEW! TRY bd's! 000 MODVERS & SHALEES
For Framchise and Development Agent
TOM RAGAN - Vice President of Franchising Funiti \ Foct
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Market

BY DARRELL JOHNSON

Ten-Year Bets
Factoring in today’s ongoing frends

ORECASTING IS A TRICKY BUSINESS, INVOLVING EQUAL
amounts of data crunching, interpreting economic
and general news events, common sense, and guess-
ing. Like the weather, the shorter term the economic

forecast, the more likely it will be close to reality.

Unfortunately, multi-unit operators must make investment
decisions that have consequences for the next decade or more.
We are only modestly affected by near-term economic events,
so I will put greater emphasis on the last two forecasting fac-
tors—common sense and guessing—to see what some of the
most influential trends might be for the next decade.

Let’s start with the cost of capital. We have been in a cycli-
cal 30-year decline. While access to capital is perhaps the big-
gestissue confronting unit expansion and acquisition today, the
cost of capital is a relatively minor factor in budgeting and ROI
decisions. Simply put, capital is cheap and has been for some
time. I wouldn’t count on that being the case for much longer
because of globalization.

Money is a fungible commodity and will flow to the most
attractive risk-adjusted opportunities. Over the next decade the
most attractive invest-
ment options, relatively
speaking, will be in the
developing countries of
the world. Itis there that
the demand for capital
will be greatest and the
willingness to pay for it
the highest. These are some of the same countries that have
been major buyers of our government’s rapidly growing levels
of debt. As these countries switch from being net exporters of
capital to being net importers, the cost of our capital will rise.

Of course, Congress’s unwillingness to address the long-term
structural issues that are raising our government’s demand for
capital to dangerous levels will also cause long-term rates to
rise. That was the real message behind S&P’s downgrade shot
across the bow in April. Also putting upward pressure on in-
terest rates will be the $1.4 trillion of mortgage-backed secu-
rities that mature by the end of 2014, with another $1 trillion
by the end of 2018.

Mass customization is a trend that represents both a threat
and an opportunity for franchising. A hundred years ago you
could buy a car in your choice of black. Fifty years ago you could
buy a car with three option packages. Today you can have a car
made to your customized specifications. Customization will be-
come the norm in the next decade, driven by Generation Now.
The threat to franchising is that much of the franchise model
is built around doing the same thing, the same way, each time.
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The opportunity is to successtully execute on the 1970s Burger
King ads with the tagline, “Have it your way.” It's doable—it
just needs to be a major focus.

Two major demographic changes are coming in the next
decade. Asian and Hispanic minorities are the fastest-growing
race categories in the U.S. Hispanics are now the largest mi-
nority, not only nationwide but also in 191 metropolitan areas,
up from 159 in 2000.

Further, we now have a barbell-shaped age demographic, with
the fastest-growing concentrations in the over-55 and under-19
categories. While this represents a more difficult challenge for
marketers of products that span generations (because the mes-
saging needs to be so different for each), it creates significant
opportunities for brands focusing on one side of the barbell
because the two age extremes are very large.

The trends noted here are influencing how franchising is
being conducted. Here are some of the changes I've observed
during the past decade:

1) a greater emphasis on specialty sectors for both food and
non-food, likely anticipating the previously described demo-
graphic trends;

2) the number of new franchise brands has dramatically in-
creased since 2000;

3) specialty foods, fruit drinks, and three ethnic restaurant
sectors represented the fastest-growing food sectors; and

4) of the service sec-
tors with the fastest
growth in franchise
brands, three of the
top four were in the
healthcare and fitness
categories.

Also, there has been
consistent downward pressure on initial investment levels for
existing brands. Although this likely has been the result of the
economic downturn, itis a good thing to have under way as the
cost of capital begins to rise in coming years.

Despite all the attention given to developing countries, the
U.S. will continue to be the largest economy and dominant
power in the world untl at least 2020. For the next decade it
also will be the second-highest contributor to global growth
after China. The trends I've outlined will influence the future
direction of franchising and the opportunities for multi-unit
operators, and they are already well under way. Be mindful of
the capital, customization, and demographic trends that will
influence future consumer buying patterns as you prepare to
make those 10-year bets. &

Darrell Johnson is CEO of FRANdata, an inde-
pendent research company supplying information
and analysis for the franchising sector since 1989.
He can be reached at 703-740-4700 or djohnson@

frandata.com.
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We are creating a new coffee bar experience, making it simpler than
ever to enjoy and serve great coffee.

* Inviting new retail concepts
* Smaller, flexible formats
» Dedicated and experienced support teams

Learn more about franchising with Seattle’s Best Coffee.
Visit seattlesbestfranchise.com or call (206) 318-8094.

The next great coffee brand.
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FRANCHISEES

ARE OUR
FUTURE

EXCLUSIVE MARKETS
AVAILABLE FOR MULTI-UNIT
FRANCHISEES

FLEXIBLE DEVELOPMENT OPTIONS
INCLUDE AIRPORTS, COLLEGES &

UNIVERSITIES, C-STORES,
CONVERSIONS AND
END-CAP LOCATIONS

DUAL BRAND CONCEPTS

WITH GREEN BURRITO® OR

RED BURRITO® TO BROADEN
MENU APPEAL

CARL'S JR.® & HARDEE’S®
RANK AMONG
TOP 3 HAMBURGER BRANDS

ENTREPRENEUR MAGAZINE 2011
FRANCHISE 500°

EXCLUSIVE TERRITORIES NOW AVAILABLE NATIONWIDE
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