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"Denny’s is an iconic American brand that delivers on
the American dream. When | started with Denny's at
16, | was a food server. Today, I'm one of the largest
franchisees in the system. If that's not the American

Dream, | don't know what is."

Dawn Lafreeda
Denny's Franchisee,
Owner/Operator of over
70 restaurants in 6 states

Denny's is celebrating 60 years of connecting with diners of all ages! We've
been growing since 1953, and today, more than 90% of Denny's restaurants
are owned and operated by franchisees. Our commitment to long-term
market share growth is supported by the industry's leading program offering
up to $1 million of incentives for New & Emerging markets.

We are America's Diner. Come see why we're Today's Franchise.

Entrepreneia’s
FRANCHISE

P

LEARN MORE

DENNYSFRANCHISING.COM
800 304 0222
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Six multi-unit operators—Mary Lynne Carraway, Jason Duffy, Charles Haney, Eric Holm,
Charles Loflin, and Charles Smithgall—continue to push for more by doing it right.

BY KERRY PIPES and DEBBIE SELINSKY

LISTS
Rankings: Franchising’s Top MSAs 50

The biggest U.S. franchise markets—and the operators who dominate them
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Counter Culture 54

How franchisees transfer their culture from the board room to the front line
BY EDDY GOLDBERG
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Multi-Unit Franchising Conference Advisory Board gears up for 2014 event
BY KERRY PIPES & EDDY GOLDBERG
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RED MANGO FRANCHISING

s 1

RED MANGO" IS THE REAL DEAL.

Red Mango franchisees are changing the way America
thinks about frozen yogurt and smoothies.

Red Mango started the trend of all-natural frozen

yogurt. Our franchise opportunity has been carefully

designed to help you build a business that makes a
real difference in your community.

Red Mango’s flexible formats, including our popular
self serve format as well as full serve or kiosk
options, are a perfect fit for almost any location.
Sleek, stylish stores engage the customer and

stimulate the senses with a stong brand experience.

At Red Mango, we're committed to helping your

franchise thrive, from providing industry-leading

site-selection, to highly effective local and national
marketing initiatives that drive sales.

Red Mango’s all-natural, frozen yogurt, fresh fruit

smoothies and other innovative products are

gluten-free and rich in actual probiotics, with an
award winning taste.

........
. Se

GET REAL.

Contact us to find out more about owning your Red Mango franchise.

redmangofranchising.com | 631-615-6711
facebook.com/redmango | twitter: @redmango

*Rated Best Smoothie & Frozen Yogurt within the Quick-Refreshement Chains category, Zagat 2011
Fast Food and National Restaurant Chain Survey. RED MANGO name, design and related marks are frademarks
of Red Mango, Inc. ©2013 Red Mango, Inc. All rights reserved.
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Get Involved!

Want change? Participate in your system and get political

What's online @ mufranchisee.com
LODGING BRAND STATS

FRANdata reveals 10-year trends in the

hotel/lodging sector

Cross-Training Pays Off
Using elearning to increase employee value
BY NATE DAPORE

Creating a Great Employee Experience

Hint: it lows from the fop
BY JACK MACKEY

Card-tastrophe in the Making?

Why some aspects of mobile payments should scare you
BY JON CLARK

Stick to Your Principles!

9 fips for mainfaining balance in your investments
BY CAROL SCHLEIF

Cash Flow: The Time To Manage
Is Now
Check your business for these 20 danger signals!
BY STEVE LEFEVER

Let’s Make a Deal!

During negotiations, keep your eye on the big picture
BY DEAN ZUCCARELLO

The Swalhili Lesson

If's ime fo develop a common language for franchising
BY DARRELL JOHNSON
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Chairman’sNote

Get Involved!

s your company grows, so do your

influence and responsibilities. In the

beginning, we concentrated a lot on

operations, customer service, and a
clean store. Along the way, we got big enough so
we could finally hire an operations manager. We
eventually brought on an administrative assistant.
Maybe we hired regional managers for our stores.
So what is our job as owners now?

I think we have the responsi-
bility to be strategic. We start to
| look for new deals, negotiate new
leases, and seek out other con-
cepts to add to our portfolio. We
still direct our staff in the stores
who are making things happen
daily. Our job now is to figure

out how to make our empire bet-
ter, and how to make franchising better. Neither
of these may be considered a profit center because
they don’t have a concrete return tied to them. But
in the long run they make a significant difference
to our bottom line.

This year I testified in front of Congress two
times. My last time was in front of the House Ways
and Means Committee regarding the Affordable
Care Act. Politicians have to know how their regu-
lations affect us as business owners. They have to
hear it directly from our mouths and get the pulse
of the business community. I'm sure you have heard
about the “bubble” they live in... it’s true! Being in
Washington, D.C., and advocating for franchising
is an important step to the success of our business.

Last month, I traveled to California to speak
to legislators there about an onerous bill that was
being introduced in the state. The wording in the
bill sounded like it was going to help franchisees,
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but in the end it would have hurt the relation-
ship between the franchisee and the franchisor by
opening up huge opportunities for everyone to
selectively pick what part of a franchise agreement
they didn’t want to follow. The bill did not get in-
troduced as legislation this year, so we scored an
important victory!

How much have you participated with advis-
ing your franchisor? Being on advisory councils,
associations, and working committees with your
franchisor is the best way to affect, and know about,
change that is happening within your brand. I have
heard so many franchisees complain about what
comes out of “corporate.” These are usually the
same ones who don’t want to get involved.

As a multi-unit owner, you have a much stron-
ger say in what happens with the brand you have
invested so heavily in. I have served on operations,
marketing, POS, FDD, new store design, construc-
tion, and focus group committees... just to name a
few. I have tested new products and equipment and
gave the franchisor feedback of how their proposed
change will affect franchisees. Get involved!

For the past year I've also served as Chair of
Franchise Update’s Multi-Unit Franchising Con-
ference—an opportunity that put me in front of
hundreds of franchisors and thousands of franchi-
sees. I was able to network to learn more about op-
portunities for my portfolio. I was able to mentor
others on best practices in franchising. I learned
so much from all of you. I hope I also left you with
something to consider.

SeaN FaLk



MEET THE FRANCHISE
SUPER MODEL!

When it comes to franchise opportunities,
nothing looks better than Sun Tan City's
predictable membership based revenue model.

+++$676,262

++$583,255

+$261,069

SUN TANCITY"

+IBIS World Industry Report, July 2012 ++Represents 2012 annual revenue average of 37 franchised locations that were in operation for the entire 24-month period ended 12/31/12.
Of these locations, 35% had annual revenue that exceeded this average. A new franchisee's performance may differ from these results. +++Average revenue for the 60 Standard
Company Salons in operation the entire 24-month period ending 12/31/12. Please see Item 19 of our 2013 Franchise Disclosure Document for additional information. This informa-

tion does not constitute an offer to sell a franchise.
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v/ CONFERENCES Consumer
Marketing Conference Grows Again!
The Franchise Consumer Marketing Conference (FCMC),
which began three summers ago as an intimate gathering
of leading franchise marketing executives, has grown
rapidly each year, reflecting the growing importance of

consumer marketing to the continued growth of franchising.

Record attendance rose 69 percent to 320 in 2013,
including 168 franchisors (up 88 percent), and the Sponsor
Networking Gallery—heavy on technology solutions—
quickly sold out, requiring a change to a larger venue for
next year. The 2014 FCMC will return to Atlanta, expanding
into the InterContinental Buckhead to accommodate

the growing interest in—and growing importance of—
consumer marketing and its role in franchise system
expansion. For a look back at the 2013 FCMC and a
preview of next year’s conference, June 24—-25, 2014, visit
www.franchiseconsumermarketing.com/

/ ONLINE Multi-Unit Community Grows

Check out our community-based website for multi-unit
operators. It's your exclusive look into the world of multi-
unit franchising, your one-stop shop to find:

e New brand opportunities e Exclusive interviews

e Networking opportunities e Operator profiles

e Online edition and archives e Financing resources
www.franchising.com/multiunitfranchisees/

v/ NEW ONLINE VIDEOS
EmpireBuilders.tv Expands
Great entrepreneurs build great organizations. They
possess a knack for making smart business decisions,
building great teams, and creating successful companies.
But as we've learned from years of interviewing successful
multi-unit franchisees, they've also struggled, doubted, and
made more than a few mistakes—yet they've soldiered on,
persevered, and ultimately come out on top. To provide a
deeper sense of their journeys, insights, and personalities,
we're selecting franchisees from our most inspiring print
interviews and creating a new series of online videos of
these franchisee leaders—who we call Empire Builders.
www.franchising.com/empirebuilders/
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/FRANCHISE OPPORTUNITIES

Looking for your next franchise
opportunity? Have we got the tools for you! Find
articles on companies, concepts, industries, trends,
and profiles—and search our features. Find franchisors
looking for multi-unit franchisees, area reps, and area
developers. Search by top opportunities, alphabetically,
investment level, industry, state, and more at www.
franchising.com/

/ RANKINGS cCheck out our annual
rankings of top franchisees and their multi-unit
brands and find out “Who’s on first.” www.franchising.
com/multiunitfranchisees/mu50.html, and www.
franchising.com/multiunitfranchisees/mega99.html

v/ PRESS OFFICE

“Don’t just survive, thrive!”
Franchise Update Media Group’s 2013 Annual Franchise
Development Report, and the best-selling book, Grow to
Greatness, by Steve Olson offer invaluable tips for franchise
sales success and unit growth in today’s economy. For
ordering information visit www.franchising.com/
franchisors/afdr.html and www.franchising.com/
franchisors/growtogreatness.html

/QU'CKL'NK For a one-click link to

articles in this magazine and to past issues of Multi-Unit
Franchisee magazine, visit www.franchising.com/
multiunitfranchisees/

BE PREPARED
(and then some!,

“Whatever capital you think you
need, double it. A five-year plan on
a spreadsheet feels different when

you have to live it out. It’s always
harder than you think it is.”

—Jason Duffy, who opened his first Dunkin’ Donuts
store in 2008, a month before the Great Recession; he
now has 51 Dunkin’ stores in four Western states.



99% of our Franchisees are Multi-Unit Owners.

$281,6017

2012 Average Annual Pre-Tax Cash Flow

Scan with your QR reader to go directly to our franchise website.

sometimes you have to look heyond the
ohvious to discover the opportunity.

These annual numbers are for the year ending December 31, 2012 for our top 195 company stores
that have been operating for at least two full years as of January 1, 2012, which accounts for
22.9% of total company stores surveyed per our 2013 FDD’s ltem 19. Of these 195 stores, 68
(34.9%) had higher average sales, and 93 (47.7%) had higher average pretax cash flow.
CAUTION: These figures are only estimates of what we think you may earn. There is no assurance
you'll do as well. I?you rely upon our figures, you must accept the risk of not doing as well.



WEX rapid! PayCard @

We see paying

employees

WITH THE WEX RAPID! PAYCARD

rapid! PayCard® Visa® Payroll Card — the free alternative to paying employees which eliminates
paper paycheck distribution. Our epayroll debit card program is a proven winner for
franchisees and their employees across the country.

With the WEX rapid! PayCard, Franchisees Nationwide are...

¢ Reducing costs

e Eliminating paper paychecks and paystubs through epayroll

e Improving efficiencies

e Saving employees time and money

e Allowing managers to focus on operations & not pay distribution

Case Study: Quick Service Restaurant

WENDY’S FRANCHISE SAVES $50,000, ACHIEVES 100% E-PAY

WITH WEX RAPID! PAYCARD.

Overview

With 65% of its employees lacking bank accounts, Western Restaurants needed a flexible way
to deliver pay while reducing costs. With 52 Wendy’'s franchise locations across Kentucky,
Illinois, Tennessee and Virginia, they employ roughly 1,650 workers.

The Problem & Goal
e Western Restaurants had always relied on paper checks for pay delivery.
e With 43,000 checks, paper had become time-consuming and expensive.
e Annual $148,000 payroll costs kept spiraling higher
e Location managers were distracted by manual distribution of paychecks
e Only 35% of Western Restaurants’ employees had bank accounts

As part of a company-wide effort to go paperless, Human Resources Manager Carla Cooper
decided to investigate electronic-payroll solutions that could replace paper checks.



Case Study:
Quick Service Restaurant

“WEX rapid! PayCard is secure,
flexible and reliable, and it
eliminates the payday drama for both
our managers and employees alike. |
can'’t imagine going back to paper

checks. In fact, | can’t believe we
waited this long to switch!”

Carla Cooper
HR Manager
Western Restaurants

Paperless Made Painless

Cooper first heard about WEX rapid! PayCard through favorable referrals from colleagues.
“We'd looked into other paycard companies, but none had the overwhelmingly positive
references that rapid! did,” she says.

Enrollment was quick and painless and occurred in weeks, not months. Cooper was impressed
with the high service level. “I’ve been in HR for twenty years, and the WEX rapid! PayCard
team was the easiest, most responsive group I've worked with on a program roll-out.”

Benefits were realized immediately. Western Restaurants shaved administrative time, and more
than $50,000 from annual payroll expenses. Also, non-banked employees got new financial
freedoms. “My employees love it because they don’t have to wait for their pay,” says Cooper.
“And my managers tell me, ‘I can run my store now and focus on customers.’”

Solution at Work
By switching to WEX rapid! PayCard, Western Restaurants eliminated paper checks entirely,
and created long-lasting benefits, including:

100% e-pay enrollment - cut out 42,900 paper checks annually
Saved 34% on annual payroll costs—roughly $50,000

Eliminated payday confusion and improved overall payroll efficiency
Provided unbanked employees new financial benefits

LEARN WHY FRANCHISEES NATIONWIDE ARE MAKING THE SWITCH TO
WEX RAPID! PAYCARD

VISIT WWW.RAPIDPAYCARD.COM

Now celebrating 30 years in the payments industry. We see corporate payments differently.

The rapid! PayCard® Visa® Payroll Card is issued by The Bancorp Bank pursuant to license from Visa U.S.A. Inc. and may be used everywhere Visa debit cards are accepted. The Bancorp Bank; Member FDIC.
*Cardholders have free and clear transactions to access their card balance.
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Franchising in the
Lodging Industry

s 0f 2013, 88 franchised lodging brands operated

in the United States. Since 2000, their number

has increased at a CAGR of almost 3%. One

of the oldest brands, Hilton, was founded in
1919 and began offering franchises in 1965. More recent
additions to the fold include My Place Hotels of America,
founded in 2011.

However, new does not necessarily mean having no history,
or being independent. My Place exemplifies typical trends in
this space. It may be a new brand, but co-founder Ron Rivett
also co-founded Super 8 Motels in 1974, and the current
president is his grandson, Ryan. Today Super 8 is one of 14
franchised hotel brands owned by Wyndham International.

Number of Lodging Units and Brands

30,000

tinental Hotels, Choice Hotels, and Wyndham International.

Between 2006 and 2013, the 88 brands increased their num-
ber of total units at a CAGR of 3%. However, the recession hit
lodging brands hard: growth rates fell from 5% compounded

annually between 2006 and 2009 to zero for the years 2009

to 2012. In 2010, the industry came to a screeching halt, as

the number of franchised locations barely held on to 2009

levels and hotels dropped their number of company-owned

locations by 10%. In 2009, three new concepts started offer-
ing franchises, and no newcomers entered the market until

2011, when another five joined the industry. Since that year,

no new brand has started offering franchises.

One noteworthy development over the 2009 to 2012 period
is that while brands shed company-
owned locations at a compound an-
nual rate of 8%, growth in franchised

25,000

locations ensured that total unit
numbers did not fall by increasing

20,000 |-
15,000
10,000

5,000

ata CAGR of 3%.

Measured by the growth of their
combined franchised locations be-
tween 2006 and 2012, Hyatt Corp.
grew the fastest. Guesthouse Inter-
national, Carlson Companies, and
Wyndham grew at slower CAGRs
of between zero and 1%, com-

2006 2007 2008 2009 2010

Company = Franchised

Similarly, Home2 Suites, which started offering franchises
in 2009, is owned by Hilton Worldwide, which also owns 10
other franchised brands.

In short, there is hardly an independent hotel brand around
any more. Today, 81% of franchised lodging brands are part
of a larger system, and nearly 50% of lodging brands in the
U.S. are owned by only four companies: Wyndham Interna-
tional (16%), Hilton Worldwide (11%), Choice Hotels Inter-
national (11%),and Marriott International (10%). Combined,
they operate more than 16,600 (almost 75%) of all franchised
hotel locations in the U.S.

In terms of total locations, the largest brands in 2012 were
Holiday Inn (2,466), followed by Comfort Suites (1,942) and
Super 8 (1,773). They are owned, respectively, by InterCon-
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pared with the industry-wide rate
of 3%. Starwood Hotels and Mar-
riott grew at CAGRs of 8% and
7%, respectively.

Based on brands for which consecutive information was
available, Hotel Indigo grew total locations the fastest between
2006 and 2012 at a CAGR of 37%, followed by Value Place
(32%) and Hyatt House (20%). Three of the five fastest-
growing brands over the period are owned by InterConti-
nental Hotels. The trailers in the franchised lodging space are
Ramada and Howard Johnson: the total number of Ramada
locations decreased at a CAGR of 4%, while Howard Johnson
dropped locations at a rate of 3% (all were franchised loca-
tions, as neither brand operates company-owned hotels). &

2011 2012

No. of Brands

FRAN(data is an independent research company supplying infor-
mation and analysis for the franchising sector since 1989. Contact
the company at 703-740-4700 or www.frandata.com.
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BY KERRY PIPES

[DOM I NATORS

Six multi-unit franchisees tell how they
take on territories and own them!

or many multi-unit franchisees, domination is the

goal. In this annual feature, we profile franchisees

intent on being the big fish in their market. We

tracked down six busy, growing multi-unit franchi-
sees, including two we’ve spoken with before, to see how far
they’ve come. These operators aren’t interested in just open-
ing a store or two, they want to be the player in their territo-
ries—whether that means opening more stores or adding
new brands (or both). And if their territories are full, they’re
willing to look beyond to new markets.

We’ve asked them why they’ve chosen their brands, their
territories, how they’ve strategized for longer-term growth,
and what they see for the future. They are tactical, savvy, and
love setting big goals and overcoming challenges.

Every time we compile this annual issue, we discover
new tales of determination, turnarounds, shakeouts, and
hard-headed expansion. These six profiles highlight op-
erators who also are passionate about their business, their
employees, and their customers. Here’s a quick look at this
year’s Dominators:

® Mary Lynn Carraway runs 74 Domino’s Pizza restau-
rants in the Washington, D.C., market. While she definitely
dominates her market, she operates her 1,800-employee busi-
ness with a gentle hand that has led to remarkable success.
Eight years after her husband (the original franchisee) died,
she took over the business. Today, her company, Domino’s
"Team Washington, is number-two in the system in profitabil-
ity, second only to an organization with more than double
her number of stores.

e Jason Dufty is just 38 years old, and he’s taking the West
by storm with Dunkin’ Donuts, and nothing has stopped
him, not even the Great Recession. He opened his first unit
in Phoenix on Aug. 15,2008, a month before Lehman Broth-
ers failed. Duffy survived, and thrived, and today operates 51
Dunkin’ stores in Arizona, Nevada, Colorado, and California.
He’s definitely one to watch.

¢ Charles Haney understands the power of people. The
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New Jersey-based multi-unit franchisee interviewed 800
people before handpicking a crew of 60 for his first Melting
Pot restaurant. Since then, he’s opened a Rodizio Grill Bra-
zilian Steakhouse and, more recently, a Burger 21, with more
on the way. The 35-year-old has been named Franchisee of
the Year and has become a die-hard advocate for franchising
at Front Burner Brands. We're expecting big things from
this young buck.

e Eric Holm owns 30 Golden Corral restaurants that
generate $155 million in annual sales and provide jobs for
more than 3,000 people in Georgia and Florida. Butit wasn’t
always peaches for this operator. He’s filed for bankruptey twice
during his career, but when he discovered Golden Corral he
got his groove back. Today, 17 years later, he knows how to
turn around under-performing stores and is an eight-time
Franchisee of the Year winner.

e Charles Loflin has faced personal turmoil since we last
spoke with him in 2009: his wife was diagnosed with cancer.
Although she beat the disease, Loflin says it changed his
perspective on life and business. He’s spending more time
with his wife and children, but he still has the fire to grow
his Wingstop franchise operation. Lately, he’s been pushing
beyond his Texas markets into Phoenix, where five of his 35
units are located, and he plans to open between six and eight
more there by the end of 2014.

¢ Charles Smithgall sets big, hairy, audacious goals.
“We’re right in the middle of a 10-year goal to grow to 200
stores, $250 million in net revenue annually, $20 million in
net profit annually, and to create 25 millionaires within our
system,” he says. And we believe it. When we spoke with
him in 2008, he had 61 Aaron’s stores; today he has 105 in
10 states. At 71, he’s preparing to hand over the reins to his
son, but until then, it’s full speed ahead.

Also in this issue you’ll find a list of U.S. MSAs with the
most franchised units, as well as the dominant franchisee orga-
nizations within each state and region. Maybe these numbers
will inspire you to dominate your market!
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DOMINATORS

BY DEBBIE SELINSKY

Gompassionate Leader

Domino’s franchisee dominates with a

kind and gentle hand

ary Lynne Carraway’s 74 Dom-

ino’s Pizza restaurants may dom-

inate the Washington, D.C., mar-

ket, but she runs her
1,800-employee business, Domino’s Pizza
"Team Washington, with a kind and gentle
approach.

For example, the mother of four—who
stepped into the company’s leadership
position after the death of her husband
David from brain cancer—was the first
to comfort the family members of two
employees who were shot on the job and
to assure nervous employees that all pos-
sible safety measures were being taken to
ensure their well-being.

“Since I've been doing this job, there

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

NAME: Mary Lynne Carraway

TITLE: President and maijority owner

COMPANY: Domino's Pizza Team
Washington

NO. OF UNITS: /4 Domino’s Pizza

AGE: 48

FAMILY: Four children: Molly,
Carson, Brandon, Hannah

YEARS IN FRANCHISING: | was
married fo someone in franchising
for 27 years and I've been the
franchisee for 8 years.

YEARS IN CURRENT POSITION: 8

have been deep, hard places I've had to go.
When someone gets hurt, it’s crushing,”
she says. “You go on, but your heart never
stops feeling the sadness for the others go-
ing through such difficult things.”
Carraway was still mourning the loss of
her husband when she took over the opera-
tion he’d built with Frank Meeks. “Before
he started losing his memory, David told
me he wanted me to take over and con-
tinue this legacy for our children. I knew
it was the right thing to do and that there
were great people on the job to help me,
but it was quite a tender time. I had some
background working in restaurants and had
been a manager for Marriott Hotels and
thought my people skills would serve me

Wl e
s




WE'RE BREWIN’ %‘
OPPORTUNITIES ).

LOUISIANA,
. CALIFORNIA AND
OKLAHOMA

S A 5 Dunkin’ Donuts Ranked one of the Top 100
g Companies for U.S. Franchise Growth

Source: Nation’s Restaurant News 2013

£ A - Dunkin’ Donuts Ranked #1
in Coffee & Baked Goods Category
P2
Source: 2011-2013 Entrepreneur Magazine

FOR MORE INFORMATION VISIT

WWW.DUNKINFRANCHISING.COM

©2013 DD IP Holder LLC. All rights reserved. Campaign Code: MUFM_0913




DOMINATORS

“David told me he wanted me to take over and
continue this legacy for our children.
| knew it was the right thing to do and that
there were great people on the joh to help me.”

well,” she says. “It was a challenge to learn
the business and the people, and my ability
to do that came to me through a higher
power. I learned to do as much as I could
in a day and then come to a peaceful place
with knowing I'd start back tomorrow.”

Carraway’s situation was a first for
Domino’s. “I understood that they might
be hesitant about having a stay-at-home
mom take over the running of this large
organization. When they agreed, it set a
precedent. I was thankful to be part of that
change,” she says.

Though she went from being a stay-
at-home mom to being a full-time execu-
tive, Carraway refused to hire a nanny for
her children. “I knew that David wouldn’t
want me to continue to grow the busi-

ness at the expense of our children, so 1
learned to work while they were asleep
and at school,” she says, adding that both
of her sons are interested in working in
the business.

Eightyears later, Domino’s Team Wash-
ington is number-two in the system in
profitability, second only to an organiza-
tion with more than double her number
of stores. Carraway sits on Domino’s Pizza
Board Worldwide and is the recipient of
both franchisor and IFA awards. “I’'m not
this highly intelligent person with busi-
ness degrees, but I came with a different
perspective, no politics. I just said what I
believed was right,” she says.

Carraway encourages other women
to take a good look at franchising. “I tell

PERSONAL

First job: | worked in my family’s restaurant growing up, but my first job
away from home was as a front office manager for Marriott Corp.
Formative influences/events: My parents with their strong work ethic
and integrity.

Key accomplishments: Raising my kids and being a mom. I'm proud of
what we've done with the company, but family is always my first priority.
Biggest mistake: Not believing in myself earlier on. | had not had enough
experience then to realize that anybody can do anything if they work hard
and believe.

Smartest mistake: When | decided to take our company debtfree, a lot
of people told me it was a mistake. They said a company this size should
never be debt-free. However, | knew it was the right thing to do, and that was
borne out recently when we were able to get fanfastic loans to buy 14 new
stores. | was told that the loan was possible because we were debtree.
Decision | wish | could do over: Some hiring decisions.

Work week: | try to work when the kids are in school so | can be there
when they're home at night. However, when there’s an emergency, I'm on
call 24 /7 for that.

How do you spend a typical day? I'm in the office Mondays, when |
meet with regional directors to go over all that happened over the past week,
and Tuesdays, when | go over leases with the staff. Then | get out info the
stores. |t takes about a month and a half to visit them all, so | take it by
region. I'm always trying to connect more with sfore managers to let them
know I'm here and interested in what they're doing.

Favorite fun activities: Anything | do with my kids. I'm also a runner
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and | love to read and cook.

Exercise /workout: | go to spin class three times a week and run a
couple of days or walk the canal about 7 miles. | run stairs, do a lot of cross-
training, and have run marathons and triathlons.

Favorite tech toys: | don't know how I'd live without my iPhone.
What are you reading? | am currently reading The Infinite Atonement
by Tad R. Callister. I'm not one to read a ot of business magazines or books
on how to get ahead. | believe if you're a good person and you keep spiritual
balance in your life, all other things will fall into place.

Do you have a favorite quote? You never know how strong you are
until being strong is the only choice you have.

Best advice you ever got: Be frue to yourself and your values.

What gets you out of bed in the morning? My kids. We have early
morning church school before high school, so we're up early.

What's your passion in business? Making sure that not only do we
keep our customers happy, but that we keep our employees happy as well
and let them know we care about them. | believe in being kind and treating
everyone well.

How do you balance life and work? Everything | do, | fry to do
while the kids are sleeping or at school. | answer email and phone calls after
they're in bed.

Last vacation: | took my boys to Haiti on a service mission.

Person I'd most like to have lunch with: David Bednar, former
president of Brigham Young University-ldaho. He's an amazing person and
motivator.
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She believes David would he proud of what she
and Team Washington have accomplished.
“But | think he’d he even more proud of the

worlk/life halance I've worked hard to strike.”

women: ‘You have a special strength that
comes through the creative, gentle way we
use our power. Integrity will get you fur-
ther and help you accomplish things that
others may not. There’s power in being a
leader who has compassion and can even
cry with employees about something. We’re

still competitive at Team Washington, but
we’re like a family.”

A devout Mormon, Carraway says that
some of her most rewarding times come
from reading about spirituality, spending
time with her children, volunteering in

the community, and chatting with em-

ployees about their families. She believes
David would be proud of what she and
Team Washington have accomplished.
“But I think he’d be even more proud of
the work/life balance I've worked hard to
strike. In the end, relationships are what
matters most.”

Business philosophy: Don't ask somebody fo do something you wouldn't
do. And do ask as kindly as you can.

Management method or style: | have an open-door policy; our employ-
ees can talk to me about anything and they know Ill be fair. | try to lead by
example.

Greatest challenge: Keeping a deep enough bench of people coming up in

the economy? How? We're running lower pricing, but that's something that
comes from corporate. On local marketing, we're doing email blasts and milers.
How is social media affecting your business? It's amazing in this
industry that we have stores with 60 or 70 percent of orders coming from the
Internet. There used to be people flying all over the place and on the phone in the
sfores. Now there’s hardly a phone person. You walk around and just hear these

management and keeping good people in the stores.
How do others describe you?
Energetic, happy, positive, a motivator,
honest, giving.

One thing I'm looking to do
better: My focus right now is being
better connected fo all our stores. We
have so many now that I'm frying fo
find the balance and spend more time in
the stores.

How | give my team room to
innovate and experiment: If my
regional direcfors and vice presidents
have ideas, they share them. We're very
open and go back and forth easily. We
learn from each other. | send them to
other regions and places fo see what
they're doing— | expose them o a lof
of different things. If they come up with
a good idea, they can run with it. They're
the ones on the ground and | trust them.
How close are you to opera-
tions? On o day-o-day basis, | leave
that to my managers and regional direc-
tors. In terms of seeing all our stores in
operation, | do that as often as | can.

What are the two most important things you rely on from
your franchisor? Strafegic marketing and good products, and they give us

that.

What | need from vendors: Best pricing and effective products.
Have you changed your marketing strategy in response to
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heeps when orders come in. It's a change that's both good and bad.

somefimes nof.

How do you hire and fire? On

| the sfore level, the managers through the
regional directors do all the hiring. In my
office, | do the hiring and firing. We've
hired a lot of different ways; some of

[ our best hires have been through word
of mouth. As for firing, there’s a large
tunover on the lower salary scale, but

in eight years, I've only fired two people
and no one has left because of me.
How do you train and re-
tain? Training is important. We're
known as the best frained group in the
system. Through extensive training, the
best managers become the best supervi-
sors and pass that on. We retain good
people because we have a great bonus
system. Our managers make incredible
money because they take ownership and
 get a percentage of the store’s profit.
Some make over $100,000 running
Domino’s stores. It's the American Dream
without having to put your own money
info it.

How do you deal with problem

employees? We address problems immediately and try to be as fair as we
can. We do an investigation and hear all sides. Somefimes it's easy to resolve and

Fastest way into my doghouse: Any kind of aggressive, negative behav-
ior and lying, theft, and disloyalty.
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“I stepped in to keep my hushand’s legacy alive for our sons.
One has heen working in our stores since he was 14,

A

BOTTOM LINE

Annual revenue: 575 million.

2013 goals: We bought 14 new stores last year, so we're frying to ad-
just. The bottom line is that we want to continue to deliver great pizza in 20
minutes or less.

Growth meter: How do you measure your growth? By growth
per store, but we're always shooting for higher profitability and watching
food and labor costs. We see the numbers weekly and compare them to the
year before.

Vision meter: Where do you want to be in 5 years? 10
years? In 5 years, I'd like o keep having healthy profitability and growth.
In 10 years, 1'd like to be sitting at the board level, watching over my
children running the business. One of the reasons | stepped in was to keep
my husband’s legacy alive for our sons. One has been working in our stores
since he was 14, and another is just getting into it.

How is the economy affecting you, your employees, your cus-
tomers? Customers aren’t as loyal as they used to be, but | see it coming
back with our great service. In an economy where there's belt-tightening,
customers go to the lowest price. There have been price wars and couponing
to death, which is not really a healthy place to be. | think we’re coming out
of that.

Are you experiencing economic growth or recovery in your
market? We're lucky in this area— D.C. seems to be a little resistant to
recession. With the government on furlough, there’s been a negative impact
on Andrews Air Force Base, but D.C. generally is pretty stable. Even in a bad
economy, people sfill get Friday night pizza for their kids.

What did you change or do differently in this economy that
you plan to continue doing? I'm a firm believer in paying your debts;
not having the stress of huge debt is what's kept us successful. We'll con-
tinue to do that.

How do you forecast for your business in this economy?
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A

Our marketing team sees the trends and patterns and we get feedback
from corporate. Our brand, No. 1 in service and No. 1 in product, is re-
ally strong right now, so we're better prepared than ever to handle the
future.

Is capital getting easier to access? Why/why not? | think it is
easier if you have your act together. | haven’t done it a lot, but with our last
venture there were some really impressive banks wanting to do business
with us. We're working with PNC, which is a really great bank.

Where do you find capital for expansion? | don't go to parmers.
We use our own money and bank loans.

Have you used private equity, local banks, national banks,
other institutions? Why /why not? PNC is a national bank that of-
fered us a great situation.

What are you doing to take care of your employees? We offer
great bonus plans and healthcare. Beyond that, we're making sure they're
working in a safe environment. We're training them so they can be efficient
and safe and make more money.

How are you handling rising employee costs (payroll, health-
care, etc.)? | don't agree with Obamacare, and I'm not sure how things
will look in the end, but we're always shopping around for insurance and
medical plans.

How do you reward /recognize top-performing employees? We
reward them with our bonus system and fun events like family picnics and
Olympic competitions between regions. We just took our two top-performing
groups fo a baseball game where we sat in the Coke suite. Our supervisors
are going to Hawaii, and we give gas cards to great drivers.

What kind of exit strategy do you have in place? As | said, | plan
on semi-retiring onto the board and letting the children take over. If they de-
cide to do something different, | may divide the areas up and see if some of
our people would like to buy in and be partners. We have a great team.
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BY DEBBIE SELINSKY

0 West, Young Man!

Dunkin’s young Western pioneer
learns to thrive in a tough economy

ason Duffy may be only 38 years

old, but he could write a book

about being successtul in busi-

ness during tough economic times.
After all, as he says, “That’s all 've known
as a franchisee, since I opened my first
Dunkin’ Donuts store in Phoenix on Aug.
15,2008 during the worst economic times
in 50 or 60 years.”

Having survived his baptism by fire and
come outahead, Duffy, recently named one
of the “40 Under 40” to watch by the Phoe-
nix Business fournal, now has 51 Dunkin’
Donuts stores in four western states, Ari-
zona, Nevada, Colorado, and California.

His path to franchising began with a
fateful meeting nearly 20 years ago with
Jon Luther, who would later become presi-
dent, CEQ, and chair of Dunkin’ Donuts.
A 19-year-old Dufty, who was working his
way through college, had started a gutter-
cleaning business. At one of the doors he
knocked on, he met Luther, who hired him
and spoke with him about hustling and
paying his way through college.

Then Duffy had an accident, falling from

NAME: Jason Duffy

TITLE: Managing Partner

COMPANY: First Cup LLC
(Southwest Bakery Group,
Wholesale Service Exchange)

NO. OF UNITS: 51 Dunkin' Donuts
AGE: 38

FAMILY: Wife Erin and three
children, Olivia, Sam, and Miley

YEARS IN FRANCHISING: 6
YEARS IN CURRENT POSITION: &6

L‘ \ ”_1

GRAB THE TASTE OF SUMMER..

aladder and, in the process, damaging the
side of Luther’s house. “He had to fly out
the next morning, and I assured him that
I'd take care of everything,” Duffy recalls.
“He didn’t know me or what would hap-
pen, but he went on his trip, and when he
returned everything was done.”
Through the years, the two stayed in
touch as Dufty graduated with a finance
degree from West Virginia University
and Melbourne (Australia) Institute of
Technology. Luther became something

= -

of a mentor to the ambitious young man
who had helped care for his blind mother
since childhood.

Later, in 2007, when Duffy was work-
ing in the finance industry, he “saw the
handwriting on the wall” and decided to
change professions. Cue Jon Luther. “I
reached out to him, and he said he had an
opportunity in Phoenix because Dunkin’
was looking to open stores out West. L ac-
cepted, and this was my first foray into
franchising.”
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Thanks to the success of our restaurants, we
at Hurricane Grill & Wings are experiencing
phenomenal demand for our franchises nation-
wide, and the growth of our brand and our busi-
ness is matching that demand on a daily basis.
Hurricane Grill & Wings® whose trademark
is “Live with Flavor®” is known for its uniquely
savory chicken wings, offered with a choice of
more than 32 signature sauces and flavors. Menu
items are cooked fresh to order with high qual-
ity ingredients and zero trans fats. Other menu
options range from salads to Certified Angus
Burgers and delicious seafood along with a full
bar and line-up of craft beers and wine. Here are
some of our national accolades:

B Franchise Business Reviews Top Franchisee
Satisfaction Award 2013

W Restaurant Management Magazine “Top Ten
Franchise Deals for 2012”

B Future 50 Award Restaurant Business Magazine
2011 and 2012

B Entrepreneur Magazine’s Top Franchisees for
2011 and 2012

W 2009 Chairman’s Award winner and 2007,
2009, 2011 Festival Favorite

B Winner at the National Buffalo Wing Festival
Contest in Buffalo, New York

W #21 on the Franchise Time Magazine’s Fast 55
Growth Franchises for 2010

B Franchise Update Magazine’s STAR Award win-
ner for 2010

B USA Today 10 Great Places for wings

B Restaurant Business Magazine’s “’Top Twenty
Fastest Growing Concepts” 2009 & 2010

The original Hurricane Grill & Wings
opened in Fort Pierce, Fla., in 1995. There are

over 50 locations in eleven states, including Ari-
zona, Florida, Michigan, New York, North Caro-
lina, Minnesota, Maryland, Alabama, Texas and
Pennsylvania, with additional restaurants planned
nationwide. “The national growth rate Hurricane
Grill & Wings has experienced is remarkable,”
said Martin O’Dowd, president of Hurricane
Grill & Wings. We have set a strategic pace for
the brand’s growth and together with our stellar
business model; Hurricane Grill & Wings has
been able to increase our average unit volumes to
over $1.7 million and an unmatched 3:1 sales to
investment ratio.” Much of our success is based
on the strength of our concept and our business
model:

M 3:1 Sales to Investment Ratio — one of the very
the best in industry today

B Positive Comp Sales for the past 4 years — up
over 8% in 2012

B Enterprise growth rate at 35%+ year after year
— now opening 2 -3 restaurants per month na-
tionwide

B Minimal start up with an average of $500K -
$600K per store

B Announcement of $10 MM in financing for
new and existing franchisees

M 32+ award-winning sauces and rubs with signa-
ture chicken, steak, fish, salads and sides made
with authentic, all-natural ingredients, also
featuring craft beer, wine and full liquor bar

Currently, our family-friendly, island-inspired
restaurant has over 50 locations in eleven states
and growing nationally. New commitments will
open restaurants in 7 new markets including Den-
ver, Colorado, Houston, Dallas, North Dakota
and Georgia along with additional units through-
out Texas, Minnesota, North Dakota, south/ cen-
tral & northern Florida, and the Greater New
York area. Hurricane Grill & Wings now has a
total of over 140 commitments nationwide!

ARTICLE SPONSORED BY HURRICANE GRILL & WINGS



HURRICANE ADVISORY

A POWERFUL BUSINESS OPPORTUNITY AWAITS Y0U

Learn how to grow your business while
leveraging the equity of this fast track brand.
WE ARE THE PERFECT STORM
® AUV of $1.7MM for restaurants of 150+ seats

= 3:1 Sales to Investment Ratio
® Positive Comp Sales every month for 4+ Years

® Minimal Start Up as low as $500K
® $10 Million in financing available

. H U R R I c A N E FOR MORE INFORMATION
DAVID BLOOM dbloom@hurricaneamt.com

. GRILL & WINGS®  Hurricanefranchising.com | 877.769.9464
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If Dufty wrote an instructional manual
for would-be franchisees, he says it would
contain many of the lessons he’s learned
navigating the economic downturn. “First,
I’d tell them, ‘Understand the dynamics of
the business you're getting into, and do
that well in advance of making a commit-
ment. Due diligence should include talking
to existing franchisees who are willing to
share information.”

PERSONAL

New franchisees should also “plan for
the worst,” he says. “Whatever capital you
think you need, double it. A five-year plan
on a spreadsheet feels different when you
have to live it out. It’s always harder than
you think it is.”

Another tip: find a good partner. In
Duffy’s case, that would be Bert Hay-
enga. “He is honest, hard-working, and a
genuinely great person,” says Duffy. “We

work extremely well together and our
skill sets complement each other, which
enables us to get more done and enhance
our productivity.”

Duffy, who is excited about continuing
to grow with Dunkin’ and his team, also
offers a piece of personal advice: “Always
surround yourself with good people, take
on challenges outside your comfort zone,
and live every day to the fullest.” I

First job: Newspaper carrier at about 10, and then worked in a pizzeria
af 16.

Formative influences /events: When | was in second grade, my mom
lost her vision. Her strength influenced me, and | became a more indepen-
dent person early on. | became more aware of people and surroundings and
issues earlier than somebody else without obstacles in their early life. Sports
also played a big role in my life. | played foothall and basketball and learned
about teamwork, losing and winning, and dealing with challenges. Meeting
my wife in college was another major event. | quess there have been a lot of
things that formed me.

Key accomplishments: First and foremost, I'm most proud of my beauti-
ful wife and three beautiful children. I'm proud of the work | did when |
started building my stores — the economy was the worst it had been in the
last 50 or 60 years when | opened my first store in Phoenix on Aug. 15,
2008. Having survived a lot of challenges and lived through them with the
brand, I'm proud of what I've learned and overcome.

Biggest mistake: | have no major regrefs. One of the lessons | learned
from 2008 and 2009 is to be careful in making certain assumptions, espe-
cially around debt. There was a lot of stress during that time, and | learned to
be prepared if things go bad.

Decision | wish | could do over: Now, | always try to live life fo the
fullest on a daily basis. | wish | had gotten here sooner.

Work week: As we were expanding and growing, there were a couple

of years when | worked six or seven days a week. However, in the last 18
months, I've been a lot more aware of putting the phone down and spending

time with the family. My hours are different every week, and | ry to work
from home at least one day a week. | drop in on the stores and talk to cus-
tomers and employees, but | don't schedule those visits (by design).
Favorite fun activities: | love playing basketball and running, and | do

a lot of that. | take the kids fishing— they have a ball doing that. We also
take them hiking and camping— we're an outdoor family. The beach is right
up there, too.

Exercise /workout: Running, basketball, lifting weights.

Favorite tech toys: I'm not a huge fech guy, but | use my iPod every day
when | run, and | also use my iPad a lot.

What are you reading? The Goal: A Process of Ongoing Improvement by
Eli Goldratt.

Do you have a favorite quote? | find myself saying this a lot: “Just
get a little bif better every single day, every week, every month, because
when you stop getting better, results start to slide.”

Best advice you ever got: My dad fold me, “Show up and work hard.”
What gets you out of bed in the morning? A Dunkin’ cup of cof-
fee.

What's your passion in business? | most enjoy negofiating deals.
How do you balance life and work? By understanding the priorities
of the day and not compromising on my commitment to spending family fime
and getting exercise.

Last vacation: We were at Del Mar beach in San Diego in July.

Person I’d most like to have lunch with: Herb Kelleher of Southwest
Airlines or Warren Buffet.

Business philosophy: People make the difference; people are the compe-
ny. Without the right people doing the right things with the right motivations,
we don't have anything. Our 1,200 employees make a difference every day,
and we always want to lean in and do what's right for them, help them grow
their careers, and provide environments where they want to stay.
Management method or style: I'm a planner and like to make sure
everyone understands our goals and responsibilities. Then I'm a doer, but with
the right people in the right positions. You burn out if you try to do everything
yourself.

Greatest challenge: Building and growing the organization with people
who match the positions they fill. It's amazing to me to see what one indi-
vidual can do. | tell our team that, and it may sound corny, but I've seen it
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happen so many times.

How do others describe you? Hard-working, reliable, and diligent, but

with a sense of humor. If | don’t understand something, | speak up.

One thing I'm looking to do better: I'm always looking to forecast

out and plan better. The more you plan and the better your plan, the more

you succeed and hit your goals.

How | give my team room to innovate and experiment: | let my

team do what they do. The biggest thing is that | listen when they come with

an opinion. | ask questions and probe to help us all get a better understand-

ing. Sometimes it leads to experimenting and not being afraid. It's okay to

make mistakes in our company. You just have to own it and move on.
continued on page 28
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“Peonle know we have some of the hest iced coffee,
hut they may not know we sell more hagels
than anyone in the country.”

MANAGEMENT, continued

How close are you to operations? Very early on, | was very close.
Now with the scope and responsibility and our 00, I'm less close. | provide
feedback but don’t step on his toes. With new stores, I'm close with all that
goes info them until they open.

What are the two most important things you rely on from
your franchisor? Marketing is at the top of my list, and then innovative
product offerings.

What I need from vendors: Honesty and the lowest cost possible.
Have you changed your marketing strategy in response to the
economy? How? We've always been a value-driven brand. And for us in
the West, we've always been in a bad economy. Our marketing has focused
on driving awareness of what Dunkin” Donuts has fo offer. We provide a great
donut but also a lot of other products. Stores on the East Coast seem to be
more beverage-based, while in the West we're split between beverages, bak-
ery, and sandwiches. People know we have some of the best iced coffee, but

BOTTOM LINE

they may not know we sell more bagels than anyone in the country.

How is social media affecting your business? It just makes custom-
ers more nimble about providing responses— good or bad. | take all feed-
back, and try to respond and promote our business through messaging and
social media. It's another ool in our toolkit.

How do you hire and fire? | don't do a lot of that.

How do you train and retain? We have a fraining program set up in
the stores, and the biggest conversation our team has every month is about
providing the best possible environment for our employees. We retain by of-
fering the most competitive pay we can afford.

How do you deal with problem employees? We assess the problem
and get a game plan in place to put measurable results around fixing the
problem. We follow up on that to ensure the problem is fixed.

Fastest way into my doghouse: Not doing what say you say you'll do.

Annual revenue: $35 million-plus.

2013 goals: Increase of 10 percent comps, 10 percent cost reduction,
and 10 percent increase in operating income.

Growth meter: How do you measure your growth? By compc-
rable sales over the year and managing costs versus the previous year. Since
we’re also an entity that continues fo expand, we make sure we’re meeting
current store commitments and keeping good employees in the pipelines.
Vision meter: Where do you want to be in 5 years? 10
years? | like what I'm doing, so I'd like o be in a similar position with
confinued growth—with close to 75 stores —and working with the same
people 5 years from now. In 10 years, I'd like to continue to grow and ex-
pand, but have a greater work /life balance. | have no real inferest in slow-
ing down at this point.

How is the economy affecting you, your employees, your cus-
tomers? The economy is getting better, especially in the last 12 months,
across our different markets. On one hand, it's great because more consum-
ers are willing to spend more and come more often. On the other hand, it
makes the job market more difficult and we have to make sure we offer
paths of growth fo attract employees.

Are you experiencing economic growth or recovery in your

market? We've had a lot of stops and starts but things seem to have stabi-

lized. There are more positive signs than negatives.

What did you change or do differently in this economy that
you plan to continue doing? We'll continue fo be maniacally focused
on our customers and on driving awareness of our products.

How do you forecast for your business in this economy? We
look af different compensating factors. Because we're sfill growing, we have
to weight new stores with existing stores, but we expect to have between 3
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and 5 percent sales growth on an annual basis in any given market.

Is capital getting easier to access? Why/why not? Yes, there’s
an abundance of liquidity in the market. In the last 18 months I've seen an
increase in inferest from lenders, because there aren’t enough strong compa-
nies fo lend money to.

Where do you find capital for expansion? We're partners with GE
Capital and also Infinity Franchise Capital.

Have you used private equity, local banks, national banks,
other institutions? Why /why not? We've used no private equity,
just our own capital with friends and family, along with national banks.
What are you doing to take care of your employees? We're
providing good work environments and employment paths because we want
to offer them a career, not just a job. So many people come in as crew and
become shift manager, associate manager, and then manager. This can
change someone’s life.

How are you handling rising employee costs (payroll, health-
care, etc.)? We have a team of people focused on that. We've seen
healthcare rise double digits every year since we started. The new laws are
not clear and not easy to break through. Dunkin” has provided insight, but
there are sfill some things outstanding. We do the best we can with manag-
ing all costs. If we have rising costs in one area, we try to make it up in
another area.

How do you reward/recognize top-performing employees?
Performance-based bonuses and monthly newsletters that call out success
stories.

What kind of exit strategy do you have in place? | have no exit
strateqy, but in general, if we build the best company we can, it'll work out.
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Building success by frusting his instincts

BY DEBBIE SELINSKY

ne of Charles Haney’s favorite

things about his new Burger 21

restaurant in Voorhees, N.J., is a

wall sign that he believes lists all
the best ways to succeed. One, he says,
defines who he is: “B-different.”

“When I was thinking about franchis-
ing, I'd looked at several systems, but when
I went into a Melting Pot restaurant in
California, everything—the food and non-
food features—felt right. It was different
from anything else out there. It spoke to
me,” he says. “When I went down to see
the franchisor in Florida, that felt right
too, because we shared the same passion
and enthusiasm for the brand.”

In 2007, Haney, a Boston native who
sold his RainSoft water treatment company
in Rhode Island after 10 years, opened a
Melting Pot fondue restaurant in Atlan-
tic City—and, along with his wife Wendy
and their children, moved to New Jersey,
her home state.

Haney, who describes himselfasa people
person who believes that human capital
is the key to success in business, was not
deterred by the economic downturn that
hitjustas he was starting his new venture.
Combining his energy and natural sales-

NAME: Charles Haney
TITLE: President
COMPANY: ABL Brands Inc.

NO. OF UNITS: 1 The Melting Pot,
1 Burger 21, 1 Rodizio Giill

AGE: 35

FAMILY: Wife Wendy; children
Adam, Brandon, and leah (as in

ABL Brands)
YEARS IN FRANCHISING: 6
YEARS IN CURRENT POSITION: 6
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“By the end of the year, | expect to have
two more locations. My four-year plan for Burger 21
IS to open 19 new restaurants.”

manship with a great location, a reliable
staff, and a strong brand, his business has
improved each year.

With administrative help from his wife,
Haney spends much of his time finding
and developing a great staff. He inter-
viewed 800 people before handpicking a
crew of 60 for his Melting Pot restaurant.
In 2010, he was named Franchisee of the
Year and has become a die-hard advocate
for franchising.

“I’'m all about systems,” says Haney.
“A company like Front Burner Brands
[owner of Melting Pot, Burger 21, and
GrillSmith] puts a system into place with
checks and balances, training manuals, and
marketing for you. I'm able then to put
my strength—growing people and build-
ing teams—in there.”

Outside of franchising, he adds, “You’re
trying to wear too many hats. With the
franchises I've chosen so far, they’ve taken
the guesswork out and let me do what I
do best.” He plans to open another res-
taurant as soon as he finds one different

enough to suit him.

One year, his Melting Pot restaurant
raised $35,000 in nine weeks for St. Jude
Children’s Research Hospital, making it
the top fundraiser in the system for the
hospital. From there, Haney was named
co-chair of the national St. Jude fund-
raiser for The Melting Pot. “I have three
children, so this cause really meant a lot
to me. I've been to the hospital several
times, donating blood and platelets. We
continue to support them,” he says, add-
ing that philanthropy is consistent with
his beliefs about life and people.

When Mark Johnston, president and
chief conceptofficer at Front Burner Brands
told him about a new burger concept that
he and his brother Bob, the company’s
CEO, were planning, Haney wasn’t very
interested. “I thought that burgers didn’t
sound unique. It wasn’t for me, and we
didn’t speak of it again until I visited the
first one they opened in Tampa,” he says.
“I walked in and I was blown away. They
had nailed it—from the atmosphere to the

décor to the energy—and I hadn’t even
tried the food yet.”

Once he’d tried the gourmet burgers,
he began to “beg” for a franchise—even
before Front Burner began franchising, he
says. Earlier this year, he opened a Burger
21 in Voorhees, N.J., the first outside of
Florida, on the same site as his third brand,
Rodizio Grill, a Brazilian steakhouse based
in Sandy, Utah.

Haney plans to open more Burger 21
restaurants in New Jersey, in tandem with
new Rodizios, if he can. “By the end of the
year, | expect to have two more locations.
My four-year plan for Burger 21 is to open
15 new restaurants,” he says.

Haney has no immediate plans to open
additional Melting Pots. “The Melting
Pot s such a specialty restaurant that you
want to strategically place them, not build
one on every street corner. There’s one in
Philly and another 90 minutes north of
here. We are doing well financially with
our restaurant and have no plans right
now to grow.”

PERSONAL

First job: Delivering the newspaper.

Formative influences/events: There have been several influential peo-
ple along the way. | met Malcolm Norwood, who owned several barber shops,
when | was in middle school in Boston. He was an older gentleman who took
a liking to me and spent several years coaching me and teaching me life les-
sons. Even today, 20 years later, we have a great relationship.

Key accomplishments: | was Franchisee of the Year in 2010 for The
Melting Pot Restaurants and co-chairman of the Franchise Steering Committee
for 2010-2012. | really enjoyed working with other franchisees from across
the country and the franchisor on every topic from marketing to food quality.
It was a great learning experience and a good opportunity to offer feedback.
I'm also proud of our contributions to St. Jude Children’s Research Hospital.
Biggest mistake: Cheating on my girlfriends in high school (laughing).
Smartest mistake: | met my wife, Wendy, in Cancun, Mexico. | broke the
rule about not carrying on a relationship with someone you met in Cancun.
She was from New Jersey and | was in Boston. That was Spring 1998. Three
months after meeting her, | moved fo New Jersey. Fifteen years later, she’s
my best partner in business and in ife.

Decision | wish | could do over: Nothing really that I'd do over. I've
learned something from every single mistake I've made.

Work week: 8 doys o week.

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

How do you spend a typical day? Visifing the restaurants and meet-
ing with managers.

Favorite fun activities: | enjoy spending time with my family af the
Jersey Shore in Ocean City.

Exercise /workout: This question is motivating me to go back to the gym.
Favorite tech toys: My car, an SL63 AMG—1 love nice cars.

What are you reading? Rich Dad Poor Dad by Robert Kiyosaki.

Do you have a favorite quote? Fake it fill you make it.

Best advice you ever got: Earn respect, never demand it.

What gets you out of bed in the morning? Knowing that everything
| have done is not good enough.

What's your passion in business? | love growing people. Regardless
of the type of business you own, your team must come first. Show them ap-
preciation and have fun.

How do you balance life and work? By keeping everyone happy.
Last vacation: In August, we were on North Captiva Island in Florida. It
was paradise, so we're buying a place there.

Person I'd most like to have lunch with: Donald Trump. | love his kick-
ass husiness style. He's direct and to the point, no-nonsense. In fact, | download-
ed a ringtone with his voice that says, “This is Donald Trump telling you to have
an ego, but please keep it in check when leaving my friend a message.”
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Haney considers himself a motivator
and visionary and makes no apologies for
doing things his way. “I get advice from
lawyers and accountants and am willing
to pay people that know more than I do,
but at the end of the day I'm going to go
with my instincts,” he says. “I march to
my own beat.”

That’s also his advice for would-be
franchisees. “Big risk, big rewards,” he says,
admitting that he makes some people—
especially his in-laws—nervous with his
approach to business and life. “Once they
see there’s a method to my madness, most

His fondest wish is
to someday work
with his children.

“That would he the
ultimate reward.”

people relax.”

The family man says his fondest wish is
to someday work with his children. “That
would be the ultimate reward. They already
know what I do. I bring one of them with

me for manager’s meetings sometimes,”
e says.

That wish just could come true. One
of Haney’s proudest moments came when
his son Adam was graduating from kin-
dergarten. During the ceremony, Adam
stepped forward on his tiptoes, as instructed,
to the microphone to say his name and
what he wanted to be when he grew up.
“Most of the kids said things like police-
man or superhero,” Haney says. “Adam
said, ‘T'm Adam Haney and when I grow
up I want to work with my daddy at The
Melting Pot.’” I

Business philosophy: Have passion for what you are doing and show appre-
ciation fo your team. Think big and live large.

Management method or style: | do it with humor, all while being serious.
Greatest challenge: Aligning myself with others who share my same level of
passion fo grow.

How do others describe you? Fun and direct.

One thing I'm looking to do better: To be a better coach, father, and
husband.

How | give my team room to innovate and experiment: | con-
stantly tell them | will give my advice but the decision is ultimately on them, so
they should make it count.

How close are you to operations? | receive daily reports from every
manager and meet with them wegkly.

What are the two most important things you rely on from
your franchisor? Moral support and fun annual reunions.

BOTTOM LINE

What I need from vendors: To look af our relationship as a partnership
and freat it so.

Have you changed your marketing strategy in response to the
economy? How? Yes, we've gotten more involved in the community and
focused on grassroots markefing along with traditional media.

How is social media affecting your husiness? | believe it is some-
thing you need to be on top of but don't think it is a key driver.

How do you hire and fire? We hire team members who display genuine
hospitality and never drag our feet when it's necessary to fire someone.

How do you train and retain? We have daily team member meetings
and ongoing training for employees. We stay strict with brand standards and main-
tain the quality of the brands | have chosen.

How do you deal with problem employees? Couch first, then fire.
Fastest way into my doghouse: Lack of integity.

Annual revenue: $8 million.

2013 goals: To open more businesses and to get on the cover of @ mage-
zine.

Growth meter: How do you measure your growth? Every doy,

| get reports that show guest numbers, sales for the day, labor costs for the
day, and whether we're up or down both in guests and sales. We also look
at the same day, year over year.

Vision meter: Where do you want to be in 5 years? 10
years? I'd like to have 15 more businesses in 5 years.

How is the economy affecting you, your employees, your cus-
tomers? It hasn't.

Are you experiencing economic growth or recovery in your
market? Yes. Qur business continues to grow since opening up The Melting
Pot in 2007.

What did you change or do differently in this economy that
you plan to continue doing? More markefing—it is the backbone of
every business.

How do you forecast for your business in this economy? We
look at our numbers daily and know that we will grow.
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Is capital getting easier to access? Why /why not? Yes. Cape
Bank in New Jersey has become a great partner and shares my vision for
growth.

Where do you find capital for expansion? See above.

Have you used private equity, local banks, national banks,
other institutions? Why /why not? | believe local relationships are
hetter. Cape Bank has been a great partner.

What are you doing to take care of your employees? We offer
annual parties and incentives. And just saying “Thank-you” goes a long way.
How are you handling rising employee costs (payroll, health-
care, etc.)? My payroll's not up. | manage my business the same way,
with the same percentages on payroll line that | did when | first opened. The
same is true of all of my controllables. Of course, we don’t know how the
new healthcare laws will affect us yet.

How do you reward/recognize top-performing employees?
With trips, money, a day af the spa. You have to understand what makes
people tick and use that to your advantage to move mountains together.
What kind of exit strategy do you have in place? Nothing yet.
'm having too much fun.
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BY DEBBIE SELINSKY

From hard knocks to Golden Corral’s biggest success

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

y most anyone’s definition, Eric
Holm is a business success story.
The Winter Park, Fla., resident
owns 30 Golden Corral restau-
rants that bring in $155 million in annual
sales and provide jobs for more than 3,000
employees in Georgia and Florida.

But when you ask him about his life
and career, Holm is just as likely to tell
you about his two bankruptcies, or the
time his independent restaurant fell into
a sinkhole, as he is to tell you that he is
the most awarded franchisee in Golden
Corral history.

“I've been broke two times in my life
and I didn’t enjoy either one of them,” he
says. “But I didn’t hang out and have a pity
party.I got outand went to work and tried
different things to be successful. I guess
you could say I actually ‘failed forward.”

So, Holm, who has been Golden Corral’s
Franchisee of the Year eight times and the
highest-volume operator in the system for
the past 15 years, urges restaurateurs and
would-be franchisees to understand that
failure is a learning tool. “Soak it up. Live
and breathe it. Learn from it and own it,”

NAME: Eric Holm
TITLE: Owner and CEO
COMPANY: Metro Corral

NO. OF UNITS: 30 Golden Corral,
1 Daytona Pig Stand (original
concept)

AGE: 57

FAMILY: Wife Diane and three
daughters, Danielle, Erin, and Erica

YEARS IN FRANCHISING: 17
YEARS IN CURRENT POSITION: 17
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On Christmas, Holm can he found
working alongside his employees
at a local Golden Gorral.

he says. “Then move on.”

Holm came from humble beginnings
and always worked hard. His first restaurant
job was in high school, as a busboy in the
restaurant where his mother was a wait-
ress. He bought his first businesses—four

Dairy Queens—when he was 21.

Later, after struggling as an indepen-
dent restaurant owner for years, Holm
filed bankruptcy twice before listening
to his friend and former business partner,
Golden Corral founder James Maynard.

“He told me I should get into franchising
with Golden Corral, so I did,” says Holm.

He opened his first Golden Corral in
1996, and within a year turned around four
under-performing stores and won his first
Franchisee of the Year award. Customers
and employees alike were confounded
when the new owner posted his personal
home phone number in the restaurant,
asking people to call him with “the good,
the bad, and the ugly.”

Seventeen years later, Holm, who de-
scribes himself as a “risk-taker, but not a
gambler,” continues to lead by example.
On Christmas, he can be found working
alongside his employees at a local Golden
Corral, and on Thanksgiving he and 1,200
volunteers serve up to 25,000 free meals
at the Salvation Army.

In addition to embracing failure
along with success, Holm advises fran-
chisees to “be engaged” in their busi-
nesses. “This is not an investor-based
opportunity,” he says. “It’s an operator’s
opportunity.”

PERSONAL

First job: | was a bushoy at Sonny’s Barbecue
in Gainesville, Florida. My mom was a waitress
there.

Formative influences/events: My marrioge
and the birth of our daughters.

Key accomplishments: That | have a great
family and a good midsized business that's profit-
able, and that | do substantial charity work. I'm
on the National Advisory Board for the Salvation
Army.

Biggest mistake: My biggest mistake was not
getting into franchising sooner. | didn’t get into it
until | was 40.

Smartest mistake: I'm not sure | ever made a
dumb decision and got lucky.

Decision | wish I could do over: | was an
independent restaurant operator for so long— 22
years— before getfing into franchising. | was
successful, but I've been way more successful in
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franchising.

Work week: | work os long as needed. I'm
always a little on duty.

How do you spend a typical day? | get up
and check email from home, stop by the office,
and ride the stores in the Orlando area. Some-
times | get info my airplane and fly o Atlanta and
ride my stores there.

Favorite fun activities: Going to our beach
house at New Smyrna Beach, Florida; riding my
motorcycles.

Exercise/workout: Not enough.

Favorite tech toys: iPad and iPhone.

What are you reading? Besides my store
reports and Golden Corral reports, | read every
restaurant magazine out there.

Do you have a favorite quote? Every day
is a holiday.

Best advice you ever got: James Maynard,

founder of Golden Corral and a business partner
of mine when | was an independent restaurant
owner, fold me | should get info Golden Corral. So
| did. He was right.

What gets you out of bed in the morn-
ing? The necessity to get fo work.

What's your passion in business? (reating
opportunities for others.

How do you balance life and work? I'm
not sure | do. Just when you think you're getting
that balance, some other crisis pops up.

Last vacation: Two weeks ago, | chartered a
142-oot yacht and took my wife on a birthday
vacation. We started in Newport, Rhode Island
and went down to Martha’s Vineyard. We were
going to the Hamptons, but we ran info some bad
weather. We'll have to do that later.

Person I'd most like to have lunch with:
George W. Bush.
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“I want to he chairman instead of GEO
in the next 5 or 10 years, hut I've still got
some gas in my tank.”

Business philosophy: You get out of it what you put info it.
Management method or style: We're steady managers. We manage
the ups and downs pretty well and try not to get foo excited.

Greatest challenge: Food costs and increasing sales.

How do others describe you? They'd say I'm aggressive on position-
ing. We run fo a problem, instead of running from it.

One thing I'm looking to do better: Take more personal time off.
How | give my team room to innovate and experiment: By let-
ting them be part of the decision-making process. We have a very inclusive
process in making decisions in our company.

How close are you to operations? Very close.

What are the two most important things you rely on from
your franchisor? Leadership and innovations.

What I need from vendors: Honesty.

Have you changed your marketing strategy in response to the
economy? How? The economy has been soft for a long time, but most re-
cently we've offered the $2.99 kids-eatfree after 4 p.m. Monday through Thurs-
day, and infroduced a new breakfast (57.99 with beverage for all you can eat) on

Saturdays and Sundays. We've experienced a nice traffic boost with those.

How is social media affecting your business? |'m not sure. We're
just starting fo understand it a little more with the corporate Facebook, Twit-
ter, and Yelp. | know that it's going fo be more and more important in the
future and we're looking at it carefully.

How do you hire and fire? Very carefully. For hiring, we use a pre-
screening service called Connexus, and E-Verify. We use best HR practices for
both hiring and firing.

How do you train and retain? We have a lot of good tools for fraining
including computer-based training for all positions, food safety, and orienta-
tion. We're pretty good at retaining our people because we like to reward
them with fair pay and some benefits, like time off. Seventy-five percent of
our people are steady, long-term employees, and 25 percent turn over often.
That's not bad for a company with 3,000 employees.

How do you deal with problem employees? We deal with them on
a case-by-case basis. All employees have different issues.

Fastest way into my doghouse: Not taking care of coworkers and
quests.

BOTTOM LINE

Annual revenue: 5155 million.

2013 goals: To continue the pace of running great restaurants. We have the
highest volume average in the Golden Corral system.

Growth meter: How do you measure your growth? Unit sales
yearto-year and by adding new units.

Vision meter: Where do you want to be in 5 years? 10
years? | want fo be chairman instead of CEQ in the next 5 or 10 years, but I've
sfill got some gas in my tank.

How is the economy affecting you, your employees, your
customers? It's been a real tough road for the last four or five years. You can
predict direct impact on sales by gas prices, which is the single biggest contributor
to less expendable income. When gas hits $4 a gallon, sales go soft.

Are you experiencing economic growth or recovery in your
market? It's slight. In Orlando, tourism is picking up. In Atlanta, when they
enacted Arizona-type immigration laws, there was a big downtum in the market.
Now that's fluttened out and started going north again.

What did you change or do differently in this economy that
you plan to continue? We increased our offerings on the buffet, giving
people more than they expect for dollars spent. A lot of other companies have cut
back on their offerings, but we've been adding on for the last four years and been
pretty successful.

How do you forecast for your business in this economy? More
prayer! We've been forecasting smaller increases in sales, and unfortunately,
we're getting them. 'd like it to be better. When you have more than $5.1 mil
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lion average sales per unit, forecasting percentage sales doesn’t seem like a lot,
but it's a whole lot of dollars.

Is capital getting easier to access? Why/why not? Capital is no
problem for us because of our size, profitability, and longevity. | can remember
earlier in my career when it wasn’t so easy, but now we have great banking
relationships.

Where do you find capital for expansion? We have a fourbank pack-
age deal with Regions Bank, GE, Wells Fargo, and Fifth Third.

Have you used private equity, local banks, national banks,
other institutions? Why /why not? No private equity except my own,
some local banks in the past, and now national banks.

What are you doing to take care of your employees? We provide
a safe, secure work environment and give them a career path instead of just a job.
How are you handling rising employee costs (payroll, health-
care, etc.)? Like the rest of the world, we have to take the price increases.
How do you reward/recognize top-performing employees?
We do many different things. We've had several employees save people
from choking to death. We've given them major gift certificates to other
restaurants or accommodations. We do things for top-performing employees
on an individual basis.

What kind of exit strategy do you have in place? We have a great
team of people who can take over. We've built o team so strong that if | have to
step out for one reason or another, the business will survive on its own. The busi
ness is not dependent on me showing up, though | like to think it is.



Average Unit EBITDA:
*$232,360 in 2012

*38 Consecutive Quarters of Same Store Sales Growth

Superior Bank Credit Report* Systemwide Same Store Sales Increased 10.12% in 2012
Nationally Ranked 4th in 2013 out of all *‘09 vs. ‘11 Same Store EBITDA growth 58%

Food Franchise Companies Surveyed for Bancorp Financing of $7.5 Million Available an FDIC-
Franchisee Satisfaction Insured Commercial Bank

Join the leader of casual dining in the Buffalo wing business
Contact Dan Collins, CFE 954-263-2056 or dan@eastcoastwings.com

AROLINA
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SUCCESS ENVY

Our Franchisees Agree It’s One of the Best Decisions They’ve Ever Made

In just over a decade, Massage Envy Spa has grown to be the largest massage
and spa franchise in the world with more than 900 locations. We pioneered the
concept of professional, convenient and affordable massage and spa services,
and with our impressive average unit volume of $1.3 million, growing 1.3 million
members and predictable revenue stream, we truly are the envy of the industry.

www.massageenvyfranchise.com

—

r’—’_" To learn more about franchising
opportunities, contact:
Lori Merrall at 480.366.4171 or
Imerrall@massageenvy.com
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*The figures are the average clinic volume of all 2012 sales after two or more years of clinic operation. 315 clinics out of a total network of 656
clinics met or exceeded this amount in 2012. A new franchisee’s results may differ from the represented performance. Past performance is not
a forecast of a prospective franchisee’s future financial performance. A franchise offer can be made only by an FDD. See Item 19 of the current

Massage Envy FDD for further clarification of these metrics.

Massage Envy Spa’s
‘ ‘ business model sets

franchisees up for
success. When you invest in
the brand, you are investing in
something that has been proven,
time and time again. In fact, it’s
been proven over 900 times!
There is no better feeling than
being able to bring health and
wellness into people’s lives - at

Massage Envy Spa,

I get to do that , ,
every single day.

- Kent Swarts,

Virginia Multi-Unit Franchisee
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Survived—and Thrived!

Adversity teaches its own lessons

n 2009, Charles Loflin’s life was

in high gear and he was racking
up one success after another.
Then his wife got cancer.

“That was a real sobering wake-up call
for me,” says the 45-year-old multi-unit
franchisee today, who quickly realized
there was more to life than operating a
successful business.

Together the Loflins faced the cancer,
beat it, and his wife is now a cancer-free
survivor. But that wasn’t the only outcome
of this life-changing event. Loflin had just
opened two very successful Einstein Bros.
stores and had five more to go in his agree-
ment. He sold those stores back to the
company, refocused exclusively on Wing-
stop, and began spending more time and
energy enjoying his wife and two children.

“I’'mavery driven person. I want to be
the best franchisee, I want to be the most
successful at what I do, I want the highest

other units in South and Central Texas.

scores in the system,” he says, “but not at
the expense of passing up other good things
in my life like my family.” He says he has
been blessed by “simplifying his life,” and
in fact, has been growing his Wingstop
empire ata healthy clip since the last time
we visited with him (MUF 2009, Q2).
His most recent activity has been his

expansion into the Phoenix market. Five of

his 35 stores are in Phoenix, and he plans
to open between six and eight more there
by the end of 2014. Loflin was the first
franchisee to take Wingstop outside the
Dallas market and has remained a domi-
nant player in the system’s Texas market.
He’s still based in San Antonio, with all his

“The Phoenix deal just made sense for
me,” he says. “I'm always in contact with
the corporate office and I'm always look-
ing at opportunities. I'm pretty happy with
what I've got, but if the right opportunity
comes along I will definitely consider it,
and that’s what happened in Phoenix.”

PERSONAL

First job: Dishwasher/busboy, age 15.

Formative inflvences/events: My first job.

Key accomplishments: My family.

Biggest mistake: Hiring family members.

Decision | wish | could do over: Hiring family.

Work week: 5 1o 6 days.

How do you spend a typical day? Get into the office early and catch
up on emails and then head out to the stores in uniform to work alongside our
great team.

Favorite fun activities: Golf, fishing.

Exercise/workout: Walk a few miles a day.

Favorite tech toys: iPhone, iPad, and all Mac products.
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What are you reading? The Seed.

Do you have a favorite quote? Treat people fairly!

Best advice you ever got: Shake people’s hands and look them in the
eye.

What gets you out of bed in the morning? My kids, and coming to a
great place to work.

What's your passion in business? Growing our brand and giving all
staff members an opportunity o do betfer in their lives.

How do you balance life and work? It is hard ot imes because | love
family time, but | also enjoy working with our stoff.

Last vacation: Hawaii this summer.

Person I'd most like to have lunch with: My grandfather.
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It’s not just about making money for
Loflin, who describes himself as a “boring

NAME: Charles M. Loflin

arestaurant operating,” he says. “Again, it’s
not about the money, but about creating

person.” He says, “I do like to compete and

I love battling to be the highest-grossing TITLE: President

opportunities and providing great food
and service.”

store in the chain, but I also want to pro-
vide a great product and great service. |

COMPANY: San Anfonio Wings

Today he’s enjoying a well-balanced
life, spending more time with his wife and

like to say at the end of the day thatI don’t

NO. OF UNITS: 35 Wingstops

attending his kids’ sporting events. It’s a

put dollars in the bank, I put transactions

in the bank.” AGE: 45

good place to be.
As for his focus on his business, he’s

Loflin’ 35 stores provide jobs for more
than 680 employees and serve thousands

FAMILY: Wife and 2 children

still doing well. One of his stores topped
$2 million in sales last year and another

of customers each week. He’s in his stores
regularly, in his uniform, observing and

YEARS IN FRANCHISING: 16

is the top-grossing store in the Wingstop
system. Says Loflin, “My goal is to finish

encouraging his crews. “It’s not a power
trip. I like being there and being a part of

YEARS IN CURRENT POSITION: 16

each day at each store by being better than
we were yesterday.” I

Business philosophy: Treat people more than fair, be honest with them,
and have fun!

Management method or style: | am an aggressive person with lofs of
passion and sometimes it frustrates or confuses people.

Greatest challenge: The younger generation of employees.

How do others describe you? Fair and honest with a lot of passion.

One thing I'm looking to do better: | am always looking for a better way
to run our stores that will benefit our guests and employees.

How close are you to operations? Extremely close. | have fo go into my
stores frequently or | feel out of touch. | am usually in uniform, so | just fit in
and work with my teams.

What are the two most important things you rely on from your
franchisor? Honesty and integity.

What you need from vendors: A great relationship built on trust and un-
derstanding. We need each other and we treat them like partners.

Have you changed your marketing strategy in response to the econ-
omy? How? | am a believer in markefing. Depending on the economy, we
may decrease or increase budgefs, but we are constantly advertising.

How is social media affecting your business? Social media amplifies
everything quickly. When we do something great, or when we do something

not so great, it fends to be known quickly. Social media helps keep us on top
of everything.

How do you hire and fire? | have a team that does this now, but | fry
and meet all new managers before they start. We are patient with manage-
ment and ry not to fire, but at times it must happen.

How do you train and retain? We're constantly training in the stores. We
have a training manager in San Antonio and a two-month training process;
99 percent of it is in-store. As far as retaining, | have someone who works
for me who does hiring and recruiting for managers and is always looking

at ways to keep people. We have incentives, bonuses, and different things,
it's not just financial. We've taken staff to play paintball. Once a year all
employees get packages so they can bring up to four family members to Six
Flags Fiesta Texas— the company pays $25 and the employee pays $7 —
and they love it.

How do you deal with problem employees? We tell them they are
messing up and give them a second chance if we can. If they break a big
rule we must move on so we do not jeopardize the other 700 employees we
have working with us.

Fastest way into my doghouse: Being disrespectful to a guest or an em-
ployee and not staying true to our food.

BOTTOM LINE

2013 goals: We will open up 5 more stores this year. They are in various
stages of construction.

Growth meter: How do you measure your growth? We look at getting
better with service, quality food, and clean restaurants.

Vision meter: Where do you want to be in 5 years? 10 years?
Doing the same thing and opening a concept that | have had in my head for

a few years.

How is the economy affecting you, your employees, your custom-
ers? Customers are more demanding, so we have had to make sure our
service is even stronger.

Are you experiencing economic growth or recovery in your market?
We're experiencing growth throughout our markets.

What did you change or do differently in this economy that you plan
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to continue doing? We increased focus on the operations and the day-fo-day.
How do you forecast for your business in this economy? We do not
forecast.

Is capital getting easier to access? Why /why not? | have a great
lender that sees the future like | do and is willing to expand rapidly with me.
Where do you find capital for expansion? | have one lender.

What are you doing to take care of your employees? We do things
like on-shift meals, vacation, discounts, a summer get-together, and big
theme parks.

How do you reward/recognize top-performing employees? Various
ways: recognition, bonuses, and promotions.

What kind of exit strategy do you have in place? Do not have one.
Having too much fun to think about that at this time.



As a restaurant concept proven over 20 years,

Pancheros Mexican Grill has embarked on an Pan
agressive expansion plan. Franchise development

is a major part of that plan.

¥
Pancheros Burritos are Better Built. Our Beliefs A}! C—'-I-ERQQ
are Better Built. So, naturally, our Business is also e re—

Better Built. Find out more about our Better Built
philosophy at pancheros.com.

GIVE THE WORLD WWHAT IT IS CRAVING.
MORE CLASSIC

Johnny Rockets is a dynamic lifestyle brand that

offers modern Americana with a streamlined,

all-American menu, a contemporary new design, full and limited
alcohol options, variations of full- and self-service ordering and
other in-restaurant amenities that include arcades, market specific

sportsbars, breakfast menus and late-night service.

Contact

Jeff Seeberger * Vice President, Franchise Sales
Office: +1-S49-625-2303
Email: jseeberger@johnnyrockets.com

Serving Smiles Every Day!™
©2013 The Johnny Rockets Group, Inc.
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Keeping It Simple—Big Time!

Charles Smithgal

eeping the business model

simple has paid off handsome-

ly for Charles Smithgall over

the past 18 years he has been
an Aaron’s franchisee. “This is my fifth
career, but my firstin franchising,” says
the 71-year-old. “It’s a fantastic busi-
ness model because it allows me to
focus on operations and execute. Ev-
erything else has already been worked
out.”

And working outitis for Smithgall.
When we last spoke with him (MUF
2008, Q4), his SEI/Aaron’s company
had 61 locations in 7 states. Today,
he has 105 locations in 10 states. And
though he’s preparing to hand over the
reins to his son, Chas, in January 2015,
Smithgall is not slowing down—in fact,
he’s stepping on the accelerator.

“We’re right in the middle of a 10-
year goal to grow to 200 stores, $250
million in net revenue annually, $20
million in net profit annually, and to
create 25 millionaires within our sys-
tem,” he says. Bold goals to be sure, but
Smithgall is just the kind of person who

NAME: Charles A. Smithgall, Il

TITLE: Chairman & CEO

COMPANY: SEl/Aaron’s, Inc.

NO. OF UNITS: 105 Aaron’s Sales and
lease Ownership

AGE: /1

FAMILY: Wife Giriff, son Chas (32),
daughters Meghan (29) and Jessica (26)

YEARS IN FRANCHISING: 18

YEARS IN CURRENT POSITION: 18

sefs ambitious goals for his Aaron’s empire

can make it happen.

“Our business is all about people,”
he says. “We need great people, espe-
cially our store general managers. We
search hard for the best and test them,
and when we find them we reward them
and treat them right so they stay with
us for a long time.”

His goals may sound big but, he
says, “If I didn’t have goals I'd probably
still be operating five stores.” Growth
obstacles for Smithgall’s company have
little to do with capital or acquiring ter-
ritory. Rather, it’s hiring and retaining
great people that present the biggest
challenge. “I'd guess about 90 percent
of the general managers throughout
franchising would not be able to suc-
cessfully operate an Aaron’s store,” he
says. “Our managers not only have
to make the sale, they have to collect
the dollars.”

"That’s no easy task he says. “Our cus-
tomers are always in a financial crisis.”
Aaron’s is there to help them, which is
one of the beauties of the brand’s busi-
ness model.

PERSONAL

First job: Holder Construction Company.
Formative inflvences/events: Great men-
tors: Dad, Georgia Tech Football Coach Bobby
Dodd, Georgia Tech Athletic Director Homer Rice,
Bob Holder, Ted Turner, and Charlie Loudermilk.

Key accomplishments: I've been lucky enough

to be part of developing a great little company.
Biggest mistake: Paid foo much for real estate
and stuck too long with under-performing general
managers.

Smartest mistake: Being in the right place at
the right time.

Decision | wish | could do over: Begin pur-
chasing our real estafe sooner.

Work week: | usually fly out of Atlanta an aver-
age of 3 days per week and visit 20 stores per trip.
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How do you spend a typical day? I'm on
the road about 300 days per year visiting stores,
calling GMs to cheer them on, and calling new as-
sociates to welcome them to SEI /Aaron’s, Inc.
Favorite fun activities: Traveling, fishing,
hunting, and golf.

Exercise /workout: Two fimes a day for one
hour with trainer.

Favorite tech toys: None. | still have a flip
phone.

What are you reading? Rumsfeld’s Rules,
Total Recall, and The Heart of Mentoring.

Do you have a favorite quote? It's your at-
titude rather than your aptitude that will defermine
your alfitude.

Best advice you ever got: Don't ever, ever,

ever give up and don’t ever, ever, ever run out of
cash.

What gets you out of bed in the morn-
ing? The fear of going broke.

What's your passion in business? | love
our SEI/Aaron’s associates. | love the people at
Aaron’s, Inc., our franchisor, but most of all, | love
our customers and making their dreams come true.
How do you balance life and work? | work
hard and play hard. My favorife time is being with
my family.

Last vacation: | take 25 vacations a year.
Person I’d most like to have lunch with:
There are three: Ronald Reagan, Theodore Roos-
evelt, and Abe Lincoln.



MAN CANNOT LIVE ON PIZZA ALONE

THAT'S WHY WE HAVE 24 CRAFT BEERS ON TAP
& 14 WINES BY THE GLASS

Brixx serves brick oven pizza, fresh salads, pastas & wraps
accompanied by a fantastic selection of craft beers on

tap and wines by the glass. Serving late 7 nights a week,
we also offer vegetarian, vegan, & gluten-free items,
engaging persuasive and loyal market segments.
Franchise opportunities are available across the country.

» $1,950,600 average unit sales

» $750,000 average start-up costs
» 20.7% average cost of goods sold
» 20% average sales from alcohol

e Named “Top 10 Best Franchise Deal”
by RMGT Magazine (2012)

© 2013 Brixx Franchise Systems, LLC Fun I"FUHMA"u“ u“ FRA"[HISE
This advertisement does not constitute an offer upanTIIHITIEs [AI_I_ 77“33“.5515 uﬂ VISIT
of a Brixx Wood Fired Pizza restaurant franchise. ’

An offer can only be made after receipt of a

= =
completed Franchise Disclosure Document. d f d BRIxx FnA"[HIsE [uM
2012 average unit sales and average cost of won Ire Illa °
good sold on 10 company-owned locations.

FOLLY LOADED FbIBalISE P PURTUNIITIES

Checkers has redefined itself to provide more revenue generating programs than ever before.

Our new new freestanding design is one of the recent updates we’'ve made to bring value to
our guests and franchisees.

WWW.CHECKERSFRANCHISING.COM | 838.913.9135

© 2013 Checkers Drive-In Restaurants, Inc. 4300 W. Cypress St., Suite 600, Tampa, FL 33607. THESE FRANCHISES HAVE BEEN REGISTERED UNDER THE FRANCHISE INVESTMENT LAW OF THE STATE OF CALIFORNIA. SUCH REGISTRATION DOES
NOT CONSTITUTE APPROVAL, RECOMMENDATION OR ENDORSEMENT BY THE COMMISSIONER OF CORPORATIONS NOR A FINDING BY THE COMMISSIONER THAT THE INFORMATION PROVIDED HEREIN IS TRUE, COMPLETE AND NOT MISLEADING.
This advertisement is not an offering. An offering can only be made by a prospectus filed first with the Department of Law of the State of New York. Such filing does not constitute approval by the Department of Law. This information is based on
2013 industry data report published by Restaurant Research, LLC and comparing it to our information published in our franchise disclosure document. Written substantiation will be provided on request.
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Smithgall, who calls himself the com-
pany’s “cheerleader,” is still active and on
the road regularly. When we spoke, he
had just finished a three-and-a-half day
trip that saw him travel more than 1,500
miles, visiting 32 of his stores across 5
states. He leaves his home base in Atlanta
to visit his stores throughout New Eng-
land every week.

SEI/Aaron’s has grown over the past
five years through a combination of acquir-
ing existing franchisee stores, company-

operated locations, building new stores,
and converting independent stores into
the Aaron’s brand. “I'll do whatever deal
makes sense,” he says.

Asked ifhe had ever considered additional
brands, Smithgall quips, “I already know
this business model, why would I go and
have to learn another?” Seriously, he says,
Aaron’s is a great company with plenty of
expansion opportunities, and he’s hoping
to get in on the brand’s HomeSmart con-
cept. So far those stores are all company-

owned, but if Aaron’s offers HomeSmart
franchises, Smithgall plans to be at the
front of the line.

It’s been a great ride for this Southern
gentleman, who recalls his 90-year-old
father asking him what he was doing 18
years ago when he was first kicking the
tires of the Aaron’s brand. “He said to me,
‘Son, if you’re gonna hitch your wagon to
a star, make sure it’s a rising star.”” It was,
and nearly two decades later his own star
is still rising. M

Business philosophy: “Surround yourself with people smarter and more
talented than you are.” In my case, they are not hard to find.
Management method or style: Let people do their job and cheer them
on when they do.

Greatest challenge: Finding great falented associates.

How do others describe you? Upbeat with the attention span of o
gnat and high-energy.

One thing I'm looking to do better: Move faster.... we're in a hurry.
I'm liable to die before we get this done.

How | give my team room to innovate and experiment: Our
store teams have a great deal of flexibility on how they operate. All | want is
for them to make all the money and win all of the awards.

How close are you to operations? Fortunately, we have a great presi-

dent and €00, Dave Edwards, who is totally immersed in our operational
performance. | visit all 105 of our stores a minimum of four times a year,
but my role is different than Dave’s. | visit t to: a) meet our new associates;
b) congratulate the general manager and staff on the success to date; )
note any real estate deficiencies, and d) greet every customer.

What are the most important things you rely on from your
franchisor? Timely delivery of merchandise, effective brand advertising,
and field support.

What | need from vendors: Almost all of our vendors deliver fo
Aaron’s, Inc. The franchisees receive merchandise from 18 store fulfillment
centers placed strategically around the country. We can order on Monday and
receive our order on Wednesday. It's a great system.

Have you changed your marketing strategy in response to the
economy? No.

How is social media affecting your business? We are adapting to
young people who want to shop online.

How do you hire and fire? We hire slowly and ferminate quickly, but
usually not quickly enough.

How do you train and retain? We have Aaron’s University, which is o
great online fraining resource.

How do you deal with problem employees? Counsel, counsel,
terminate.

Fastest way into my doghouse: Don't do what you say you are going fo do.

BOTTOM LINE

Annual revenue: 5140 million.

2013 goals: a) $750,000 in GAP; b) 7,500 customers; ¢) 94.9% collected;
d) 9.5% profit in mature stores; e) 110 stores.

Growth meter: How do you measure your growth? Number of
stores and annual revenue.

Vision meter: Where do you want to be in 5 years? 10
years? 5 years: be a $300 million company. 10 years: be a $700 million
company.

How is the economy affecting you, your employees, your
customers? We haven't felt the economic changes in our company. We are as
good as our people. The economy does not seem to affect our business. Qur suc-
cess is based solely on our operational performance.

Are you experiencing economic growth or recovery in your
market? We operate in 10 states, so no effect.

What did you change or do differently in this economy that
you plan to continve doing? Nothing.

Is capital getting easier to access? Why/why not? It's easier
because we have an 18-year frack record of outstanding performance.

Where do you find capital for expansion? We have a revolver with
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three bank participants and we have funding available for acquisitions.

Have you used private equity, local banks, national banks,
other institutions? Why /why not? National banks. It's simple, easy,
no loss of control, and great rate.

What are you doing to take care of your employees? We have
a great 401 (k) that matches 50 percent up to 6 percent. Al associates are paid
commission on performance, and we have what | think is the best compensation
plan in the retail industry.

How are you handling rising employee costs (payroll, health-
care, etc.)? We've been fortunate in controlling our healthcare costs because
we have a great agent.

How do you reward/recognize top-performing employees?
We have an annual, all-expenses-paid excellence trip to someplace warm with our
top-performing associates and spouses. Our general managers are compensated
16 percent of the pretax profit plus 2.5 percent of the net revenue of their store
each month.

What kind of exit strategy do you have in place? My son, Chas,
who's 32 years old, is my successor. He will take over as CEQ on January 1,
2015.



Partner With
an lconic Brand

Become Part of the
Sears Family Today

Sears Franchise Benefits:

¢ 70% financing to qualified candidates.

¢ Inventory owned by Sears -
at no expense to you.

¢ The power of the Sears brand name.

¢ Top brands like: Craftsman°, Kenmore®,
Black & Decker, Maytage,
Whirlpool’, LG® and more.

¢ Training & support.

VISIT WWW.OWNASEARSSTORE.COM TO LEARN MORE.

Bring fresh-baked, hand-crafted
flatbread to your community
with a Cosi® franchise. We have
development opportunities
available in major markets across
the US, with an emphasis on TX,
CA, NY (except Manhattan), WI,
CT, MN, and PA.

For more information,

contact Marcia Pollard,

Director Franchise Sales, at ——

mpollard@getcosi.com .fh'- ! i i ,
e . com/franchise is advertisement is not an offer to sell or the solicitation of an offer to buy a franchise.

orvisit ge 3 Offers and sales of a franchise are made only after delivery and receipt of the Franchise

Disclosure Document and in accordance with federal and state laws. Cosi, Inc. is not

registered to sell franchises, and no Cosi® franchises will be sold, in the states of ND,

SD and HI. Cosi, Inc., 1751 Lake Cook Road, Suite 600, Deerfield, IL 80015 “Cosi” is a

DEVELOPMENT OPPORTUNITIES registered trademark of Cosi, Inc. ©2013 Cosi, Inc. All rights reserved. .
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DOMINATORS

ENTIRE U.S.

(50 states, Washington, D.C., Guam,

50

Puerto Rico, and the Virgin Islands) LARGEST FRANCHISEES BY STATE
MSA FRANCHISED UNITS STATE /TERRITORY LARGEST FRANCHISEE UNITS
L0S ANGELES, CA 15921 ALABAMA NPC INTERNATIONAL INC 102
meék Zg;‘z ALASKA SUBWAY DEVELOPMENT OF ALASKA 2
WISHIGION DCADVAIY oas7 | ARIZONA STINE ENTERPRISES INC: UNION DISTRIBUTING CO (fie) 70
HOUSTON, TX 5,688 ARKANSAS K-MAC ENTERPRISES INC 93
BOSTON, MANH 2,855 CALIFORNIA SOUTHERN CALIFORNIA PIZZA 223
PHILADELPHIA, PANJ 5,184
DALLS, X S0 (OLORADO HARMAN MANAGEMENT CORP 67
NEW YORK, NY 4,981 CONNECTICUT NORTHEAST FOODS LLC 33
MINNEAPOLIS-SAINT PAUL, MN-WI 4,847 DELAWARF WENDOVER INC 14
PHOENIX-MESA, AZ 4,793
DETROIL M 1699 DISTRICT OF COLUMBIA MARY LYNNE CARRAWAY 12
TAMPA-ST. PETERSBURG-CLEARWATER, FL 3,538 FLORIDA HESS CORP 211
SATILE BELLEVUE EVERET, WA 3435 | GEORGIA NPC INTERNATIONAL INC 86
SAN DIEGO, CA 3,434
ST LOUS, oL 3341 HAWAII BLUE PACIFIC LLC 31
DENVER, (0 3,290 [DAHO JACKSON FOOD STORES INC 60
WASHINGTON-BALTIMORE, DC-MD-VAWV 3,195 ILLINOIS HEARTLAND FOOD CORP 178
SAN FRANCISCO-OAKLAND-SAN JOSE, CA 3,186
CHRLOTEGASTONIAROCK ILL NCSC 2941 INDIANA BR ASSOCIATES INC / SIDAL INC 116
ORLANDO, FL 2,763 [OWA NPC INTERNATIONAL INC 64
PORTLANDSALEN, Ok A L89B | KANSAS ROTTINGHAUS LLC 170
KANSAS CITY, MOKS 2,628 -
1S VEGHS, NVAZ 2414 KENTUCKY FOURTEEN FOODS LLC: JAMES MICHAEL JONES (fie) 53
OAKLAND, CA 2,608 LOUISIANA STRATEGIC RESTAURANTS ACQUISITION COMPANY LLC 129
NASSAU SUFFOLK, NY 2805 1 AINE CAPITAL PIZZA HUTS 2
INDIANAPOLIS, IN 2,577
PITTSBURGH, P 2513 | IARYLAND DAVCO RESTAURANTS INC 108
SACRAMENTO, CA 2479 | MASSACHUSETTS HK ENTERPRISES; CONSTANTINE SCRIVANOS (fie) 58
DALLAS-FORT WORTH, TX 2ATT 1 ICHIGAN QUALITY DINING INC 83
(LEVELAND-AKRON, OH 2,389
NORFOLKVIRGINIA BEACKNEWPORT NEWS, VNG 2340 |  MINNESOTA BORDER FOODS INC 150
COLUMBUS, OH 2314 | MISSISSIPPI NPC INTERNATIONAL INC: CARLISLE CORP (fie) 72
SAN ANTONIO, T 2313 1 JISSOUR ROTTINGHAUS LLC 85
RALEIGH-DURHAM-CHAPEL HILL, NC 2,312
NISHVILE T 273 MONTANA KENT COLVIN 2%
AUSTIN-SAN MARCOS, TX 2,205 NEBRASKA HEARTLAND FOOD CORP 40
CINCINNATI, OFHCYIN 2153 1 NEVADA CRAWFORD OIL INC 82
MILWAUKEE-RACINE, WI 2,113
VAR, N 2004 NEW HAMPSHIRE CONSTANTINE SCRIVANOS i
FORT LAUDERDALE, FL 2000 NEW JERSEY BRIAD RESTAURANT GROUP LLC 56
MIAM FL 1,952 NEW MEXICO B & B CONSULTANTS INC 68
HARTFORD, (T 1,803
RSOV, FL 1798 NEW YORK CARROLS RESTAURANT GROUP 116
RICHMOND-PETERSBURG, VA 1784 NORTH CAROLINA STEPHEN WILLIAMS 176
SALT LAKE CITYOGDEN, UT 1768 | NORTH DAKOTA FARMERS UNION OIL CO 19
GREENSBORO-WINSTON-SALEM-HIGH POINT, NC 1,610
OKLAHONA CITY, OK g0 | OHO CARROLS RESTAURANT GROUP 85
WEST PALM BEACH-BOCA RATON, FL 1557 OKLAHOMA WING FINANCIAL SERVICES LLC 112
GREENVILLE-SPARTANBURG-ANDERSON, SC 1,542 OREGON PETROCARD SYSTEMS INC 34
BERGEN-PASSAIC, NJ 1,493 -

confinued on page 52
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AVERAGE ANNUAL PER UNIT GROSS SALES Y U U

5889,086
AVERAGE ANNUAL PER UNIT NET INCOME IVI H H E I H E S E

$143,519° NUMBERS UP

aul,» BANKED #343 IN ENTREPRENEUR
MAGAZINES "TOP 500 FRANCHISES'

aul4” ONE OF NATIONS RESTAURANT NEWS
= 50 BREAKOUT CHAINS OF 2013

aul,7 SEVERAL TOP MARKETS ARE STILL AVAILABLE
= POR MULTI-UNIT TERRITORY DEALS

A \/ DOUBLING THE SIZE OF THE COMPANY SINCE 2010

2\

CALL 10 RECEIVE OUR FRANCHISE RIT & FID TO F-Eﬂl'ﬁ
=G

(UITH DETAILED ITETT 19 FINANCIAL PERFORITANCE REPRESENTATION)

615-838-7181 - MARK CAIRNS
TOPPERSFRANCHISE.COM

anuary 2, 2012 and ending on December 30, 2012 an ceede d
ed on April 15, 2013, for additio e

\‘o“esl' bunz in l‘own I

(=
‘“ Schlotzsky's, a proven restaurant franchise concept, is offering
exclusive multi-unit territories with our new Lotz Better®design.
For more information on our Lotz Better® culture,
business model, marketing position, reimage
campaign and growth strategy, call

schl ‘lZSkY®,5 800-846-2867 4 cmw

CINNABGN

‘or, Be"‘é'

¢ Ranked #52 in Fast Casual magazine’s

top 100 Movers & Shakers list
¢ Ranked 7.7 on a 10-point taste scale A “ ‘

in 2011 Consumer Reports survey N T el s - "
¢ Entrepreneur’s Franchise 500° \ ‘\ |

2013, 2011, 2010, 2009 = " A Lis. .

\ - schlotzskysfranchising.com

@OwnSchlotzskys

©2013 Schlotzsky's Franchise LLC




DOMINATORS

confinued from page 50
LARGEST FRANCHISEES BY STATE, continued MG rkeT D om | nators
STATE/TERRITORY LARGEST FRANCHISEE UNITS L . i
he trend of multi-unit, multi-brand franchisee orga-
PENNSYLVANIA JERRY BUSS 54 T nizations becoming larger and more numerous each
PUERTO RICO LYLE SWANSON 37 . year is here to sFay—and accele.rating as operators who
rode out the recession are expanding their portfolios by
RHODE ISLAND JAN COINC 30 | swallowingsmaller fish, acquiring under-performing units,
building new stores, and expanding into new brands and
SOUTH CAROLINA APPLE GOLD INC 40 | territories. The shakeout (and subsequent consolidation)
. of weaker operators, combined with improved operations
SOUTH DAKOTA NPC INTERNATIONAL INC; WALSH (1) 2 | by the oo ger ones, is creating b extremily large
TENNESSEE TRISTAR ENFRGY LLC 199 | franchisee organizations, as the rankings show.
These multi-unit and multi-brand dominators are so-
TEXAS MUY BRANDS LLC 218 | phisticated, savvy, and experienced at managing organiza-
tions with hundreds of units, often spread across several
UTAH SIZLING PLATTER INC o states. They also understand that success is all about unit
VERMONT PETER NAPOLI 14 economics, one customer and one unit at a time.
They create jobs by the hundreds and thousands by
VIRGINIA BODDIE-NOELL ENTERPRISES INC 174 | hiring employees and doing business with local suppliers.
And the best give back to their communities on a large
WASHINGTON HEARTLAND AUTOMOTIVE SERVICES INC 100 scale, encouraging their employees to participate in sup-
WEST VIRGINIA LITTLE GENERAL STORE INC 97 | porting local organizations and charities.
But no franchise dominator gets to the top without years
WISCONSIN WISCONSIN HOSPITALITY GROUP LLC 118 | of hard work, sacrifice, perseverance, and an unwavering
desire to be the best at what they do. Congratulations to
WYOMING KENT COLVIN 17 this year’s Dominators! pour
LARGEST FRANCHISEES BY REGION
REGION UNITS  REGION UNITS REGION UNITS
EAST NEW ENGLAND SOUTHWEST
(DC, DE, MD, NJ, NY, PA, WV) (CT, ME, MA, NH, RI, ) (AZ, NV, NM)
ADF COMPANIES 158 CONSTANTINE SCRIVANOS 117 B & B CONSULTANTS INC 118
CARROLS RESTAURANT GROUP 152 NORTHEAST FOODS LLC 101 CRAWFORD OIL INC 82
TARGET CORP 135 HKENTERPRISES 74 STINE ENTERPRISES INC 70
HMSHOST 121 CARLOS ANDRADE 68 UNION DISTRIBUTING CO OF TUCSON 70
DAVCO RESTAURANTS INC 11T FLYNN RESTAURANT GROUP LLC 65 LAS CAL CORP 65
MIDWEST PLAINS WEST
(IL, IN, MI, MN, OH, W1) (IA, KS, MO, NE, ND, OK, SD) (AK, CA, HI, OR, WA)
HEARTLAND FOOD CORP 302 ROTTINGHAUS LLC 319 TARGET CORP 250
TARGET CORP 206 NPCINTERNATIONAL INC 239 SOUTHERN CALIFORNIA PIZZA 223
FLYNN RESTAURANT GROUP LLC 199 UNITED STATES BEEF CORP 213 HARMAN MANAGEMENT CORP 21
CARROLS GROUP 181 FUGATE ENTERPRISES 135 HEARTLAND AUTOMOTIVE SERVICES INC 158
BORDER FOODS INC 154 WING FINANCIAL SERVICES LLC 113 JMAES GRESSETT 147
MOUNTAIN WEST SOUTH
(CO, ID, MT, UT, WY) (AL, AR, FL, GA, KY, IA, MS, NC, SC, TN, TX, VA)
HARMAN MANAGEMENT CORP 92 NPCINTERNATIONAL INC 788
NPC INTERNATIONAL INC 89 TARGET CORP 356
SIZZLING PLATTER INC 84 BODDIE-NOELL ENTERPRISES INC 299
PALO ALTO INC 66 ARAMARK 288
JACKSON FOOD STORES INC 60 CARROLS RESTAURANT GROUP 233 Source: FRANdata
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THERE’'S GOOD, CLEAN

MONEY-N LAUNDERING

What makes a ZIPS franchise unique?
ZIPS' successful business model is based on the revolutionary
concept of dry cleaning any garment for just $1.99. That's
less than half the price of today’s industry average. And
since we clean the clothes inside each ZIPS location, we offer
same-day service — “In by 9, Out by 5.” Our price and
speed, along with our professional, quality service, make
ZIPS a perfect choice for everyone’s dry-cleaning needs.

Visit discover.321ZIPS.com or give us a
call at 877-321-9477.
LIPS Franchising LLC, 7500 Greenway Center Drive, Suite 400, Greenbelt, MD 20770

SAVE -H-DATE?!
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APRIL 23-25 | CAESARS PALACE, LV @ ..., > YOUR PATHWAY TO SUCCESS
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BY EDDY GOLDBERG

athering customer feedback is a
loteasier these days than itused to
be. From register receipts and cus-
tomer surveys to online sites such
as Yelp, Angie’s List, and more, franchisees
can learn a lot from what their customers
have to say about them. However, training
front-line employees to take this seriously
is an ongoing challenge. And with many of
today’s customers expecting more—even
from fast-food brands—training front-line
employees to treat customers the way the
franchisee or manager would like is more
important than ever... and, when done
right, a competitive advantage, as you’ll
see in the four stories below.

For Judy and Charlie Divita that chal-
lenge plays out every day in their six Fire-
house Subs restaurants. When we profiled
these MVP Award winners (MUE, 3Q12),
one of their goals was to “systematically
strengthen our customer service culture,
training, and operations.”

“You’ve got to have those things tied
together—the making of a sub and being
timely cannot be separated from the people
part of it,” says Charlie. “The relationship
between customers and employees is critical.”

For example, he says, if you deliver an
average sandwich to a customer and the
customer experience is outstanding, you’ll
probably be okay. The goal, of course, is
to be outstanding on both. That requires
commitment from the front-line employ-
ees. When customers come into a store and
employees are authentically valuing those
things, he says, “You’ve got a home run.”

Easier said than done. “To tell the truth
there’s not much you can do to train that,”
he says. And while you can model it, that
doesn’t guarantee the staff will pick up on
it, says Charlie. “When we hire employees,
the focus s on getting them to make a sand-
wich,” he says. “Teaching that is very easy.
The problem in our business is attention
to detail, paying attention to the customer.
We’re finding increasingly that that’s what
we have to pay attention to.”

One way they’re doing thatis by actively
soliciting customer feedback, using an on-
line survey from Firehouse Subs. “We can’t

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

HOW DO YOU
TRANSFER YOUR
CULTURE TO THE

FRONT LINE?

get enough of these,” he says. To increase
responses, they offer incentives to both
customers and employees.

Each register receipt asks customers to
respond, positively or negatively, to earn a
free drink and be entered into a sweepstakes.
Managers are given incentives to get as many
responses as possible, good or bad. And ca-
shiers are trained to ask each customer to
respond. And they give away $100 at every
monthly staff meeting, partially based on
the volume of responses. “It’s not a bonus
based on how high the ratings are. We just
want to get the feedback,” says Judy.

They also review the results in monthly
meetings with each of their six store man-

agers and at biweekly meetings with shift
leaders at each store, who feed that back
to employees. And they post the results in
all their stores, benchmarking each store
against the others and against regional and
national numbers.

The survey asks questions about the
food, cleanliness, and the usual restaurant
standards. But italso asks customers about
the crew, such as their sense of urgency,
their friendliness and hospitality, the overall
atmosphere of the restaurant, and “Did a
crew member ask you to take the survey?”
Another part of the survey asks custom-
ers how much they agree with statements
such as “Firehouse Subs is a place where
the customer comes first.”

“We’re using the data from the surveys
as a guide,” says Judy. Their goals include
raising their customer satisfaction numbers
and getting more customers to recommend
their stores. “The idea is to make it a focus
every month so it continues to be top of
mind,” she says. That applies to both shift
leaders and front-line staff.

“You can’t take any action construc-
tively unless you have some data. We can

“INe’re where the rubber meets the road. We
model, build incentives, train, and now we

have the customers involved.” — charie and judy Divita



JOHN C. MORGAN BRINGS

LAUGHTER, INSPIRATION
ao MOTIVATION

AS PRESIDENT GEORGE W. BUSH
1 8. 8.8 .8 ¢

An Interview with Dina Dwyer
Chairwoman and CEO, The Dwyer Group®

Paul Moore: “This is Dina Dwyer with The Dwyer Group, a very gracious lady that we
met tonight. She hired “W* for their Annual Reunion. Dina, did you enjoy having “W"?

Dina: ‘'He was amazing. It was just so much fun for me to look out into the audience
of about fifteen hundred people, to see the look on their faces as he walked onto the
stage, to “Hail to the Chief” It was like a look of awe, and then they were grabbing
their camera and taking pictures. It was just amazing. | expected the best, and he
gave us the best”

Paul: “Do you think anybody believed it was him?”

Dina:"Yes, I'll bet a good ninety percent, again just looking at their faces, I'd bet a
good ninety percent believed it for at least the first three or four minutes

Paul: “What kind of an impact do you think he had as he mill}ejyd ith folks?”

Dina: “You know it's amazing, | think he made people feel vegySpecial. There's
something about being around someone who looks and atts like a President giving
you one on one personal attention, and | think he made a positive difference in a lot
of lives today. They're still talking about it. And then the laughter, | think it’s so
positive for people to laugh and he had them just laughing and really enjoying
themselves.” -~

Paul: “Now you've met the real President, right?”
Dina: Yes | have I've met president George W. Bush.
Paul: “Wow, so this was special for you to have him here today?"

: ; : : .. 1
Dina: “It was just terrific, and they're a lot alike; really nice guys, funny, but down to
earth.”

Paul: “Would you recommend people hiring him for their event?”

Dina: "l would highly recommend hiring John Morgan for any event that you ha,y
He will accommodate you no matter what it is. Whether it's a banquet, because he
also performed at our banquet, or an opening session, a business meeting, a church »
meeting, he can fit any agenda that fits with his standardsé® ‘

Paul: “Thank you Dina!’ OHNCMO I{G A: ; ‘_ i

FOR INFORMATION ON BOOKING JOHN C. MORGAN,
PLEASE SEND AN EMAIL TO: JOE@JOHNCMORGAN.COM
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train theoretically, preach all day long,”
says Charlie. “We try to use real data as a
case study to improve. We can never stop
improving, never reach the level of perfec-
tion possible.”

Recently, they started going back through
the responses and are conducting refresh-
ers on cashier training, most notably the
interactions with the customers: how im-
portant it is to speak to customers, make
eye contact, and how they handle the sales
process, and they’re using the responses for
further training.

“That’s one thing this feedback gives us:
live, real, feedback from customers, and the
cashiers are the primary people who interact
with them,” says Charlie, adding that for
many cashiers the feedback is eye-opening.

One example involved a customer having
a very different experience in two of their
stores. The problem was that the customer
liked a sandwich that wasn’t programmed
into their POS system.

“One of our longer-time cashiers didn’t
understand the process of how to make that
happen on our POS,” says Judy. “It was a
good opportunity to realize we had a skill/
training issue. One store knew and did it
well and made a positive impact, the other
store didn’t and made a negative impact,”
she says. “It helps us calibrate if our folks are
up to the task attitudinally and skill-wise.”

“Just the fact that they’re asking the
customers to give them feedback sensitizes
them to doing the right behavior and keeps
it top of mind. This is really valuable, even
if we never get a report,” says Charlie. “I
think that really flows down. We’re where

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

H »
Manage easler. —clenn mueller

the rubber meets the road. We model, build
incentives, train, and now we have the cus-
tomers involved.”

Despite the difficulties of training staff
to solicit customer feedback in a high-
turnover environment, they say it’s well
worth the effort—for both the company
and their employees. “It may be an entry-
level job or second job, but they can re-
ally take pride in what they’re doing,” says
Charlie. Entry-level, jobs, he says, “are not
the best-paying, but you’re trying to make
something called culture.”

Hire a customer service pro
Glenn Mueller, whose RPM Pizza operates
135 Domino’s Pizza restaurants, says a good
operation depends on four things: a great
product, speedy delivery, clean image, and
excellent customer service. Mueller is CEO
and majority owner of RPM Pizza, which
is celebrating its 32" year as a franchise.

Thanks to improvements in the brand’s
food under the leadership of Domino’s CEO
Patrick Doyle, the quality of the pizza has
improved dramatically. “We’ve always been
fast,” says Mueller. “Patrick and Domino’s
reengineered our entire product line and
made sure it was number-one versus our
major competitors. Now they are upgrad-
ing every store’s image with a whole new
logo and a new store design that includes
more inviting lobbies with views to an open
kitchen. The last area we really need to
improve on is our hospitality and friendli-
ness. One area we’re weakest on according
to surveys is customer service.”

He calls the changes by the franchi-

sor a “perfect storm”—in a positive way.
“Domino’s has upgraded product, speed
of service, and image standards, and given
us new technologies to connect with cus-
tomers and new ways for them to order.”
The only missing ingredient was friendly
customer service.

Says Mueller, profiled earlier this year in
this magazine (MUE 1Q2013),“In our busi-
ness, there is high turnover. Every company
has a culture. The trick is how do you geta
culture of excellence not only established,
but also how do you sustain it and not go
backward, despite the high turnover?”

To create a culture of customer ser-
vice excellence, Mueller has been working
with an outside consultant, John DiJulius,
founder of The DiJulius Group. “It’s been
a breath of fresh air in the last couple of
years. It’s really transformed our company,”
says Mueller. “It’s one of the best things
we've ever done.”

"To begin, DiJulius addressed all of the
management team (store operating partners)
and RPMs entire 3,000-person workforce on
video. “He gave a great talk. He took some
of our customer experiences and metrics and
gave us a new view of our business—and
showed us how we really need to establish
a ‘customer service vision.”

Thatvision? “Creating smiles by making
lives easier.” Those six words, says Mueller,
are easy to remember for both managers and
front-line associates. And, he adds, it’s built
on three pillars: 1) operational excellence,
2) customer delight, and 3) delivering the
“Wow” by going above and beyond, mak-
ing peoples’ day.

“He gave us a different set of glasses,
a new way to look at our business,” says
Mueller. “We always thought we were in
the customer’s shoes, but we were clue-
less. Plus customers are demanding more
these days.”

One of the things Mueller likes best—
besides the improvements in customer
service—is the ROL “He got us to change
our culture without costing us a whole lot
of money,” says Mueller, who likes the re-
sults so much he’s extended the contract
with DiJulius, whom he met at a Multi-
Unit Franchising Conference.

"To create that cultural change, they cre-
ated a rollout team that goes into each store
to help train every team member on what
they should do—and never do—during ev-
ery transaction in the store, on the phone,
orat the door. One example: Don’t ever say
“No problem”; instead say “My pleasure.”
Says Mueller, “How much money did that

continued on page 60
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Fundamentals by Jim Sullivan: 1 Best-Selling Book.
1000 Best Practices to Share. For Everyone on Your Team.

Learn the most creative new ways to Increase Sales, Energize Service, Build Strong Teams, Market Smarter,
Control Costs, Build Great Leaders and Execute Every Shift. This 200 page, illustrated, hardcover book is the
perfect training tool for every executive, GM, and store manager. It's the gift that can be opened again and
again! Includes free online Discussion Guides, templates, and supporting videos for every chapter. Only $22.
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CREATING A

hen we profiled Glen Hel-

ton in 2009 (MUE, 4Q09),

he was president and COO

of Strategic Restaurants Ac-
quisition Corp. (SRAC), which operated
271 Burger Kings and 17 T.G.I. Friday’s
across 9 states. SRAC had acquired 226
Burger Kings out of bankruptcy in 2004,
and bought 16 TGIFs the same way in
2008.In November 2010, he left SRAC to
join Burger King Corp. and 3G Capital as
part of the leadership team in an effort to
help turn the company around by creating
a performance-driven culture. On Jan. 1
of this year, he left Burger King as senior
vice president of global operations to pursue
his next challenge. That’s just our way of
saying he knows a little something about
turnarounds and creating a culture based
on performance.

“Every turnaround is the same: making
sure there’s clarity. What s the vision, what
are the goals, why are we doing what we
do?” he says. “Once you have that clarity,
it’s making sure that everybody contributes
to those goals—and how they specifically
individually contribute. What happens too
many times is people aren’t sure.”

At Burger King, “everybody” meant
everybody, from the CEO, Bernardo Hees,
to the front-line crew making and serving
the brand’s trademark Whopper sandwich.
Top management not only set ambitious
goals at all levels, those goals were posted
and shared throughout the company. For
example, the CEO’s goal mightbe to increase
sales or EBITDA by a certain percentage
or to grow the number of restaurants by a
certain number. Those goals were agreed
on by the company’s board and passed on
to the leadership team.

“That cascades down through the orga-
nization through MBOs,” says Helton, and
it’s measured by KPIs: what each person
had to do each quarter to achieve those
goals. From there, it continued throughout
each department in the organization, such
as marketing, development, operations,
etc., with all contributing in different ways.

“The key is that everybody’s goals are
published and shared,” he says. “This vis-
ible approach to managing performance

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

“Every turnaround
is the same: making
sure there's clarity.

What is the vision,
what are the goals,

why are we doing

what we do?”

assured alignment, provided clarity, and
set expectations holding everyone ac-
countable.” The effort was focused not
only on individual performance, but also
provided an opportunity to help others
improve their performance. “You could
walk around the building and see who
was on track, who wasn’t, and what was
slowing down the company,” he says—and
work with them to improve.

The final piece in achieving a perfor-
mance-driven culture from top to bot-
tom, he says, is to reward everyone who
performs. “In a meritocratic culture, only
those who perform are rewarded,” he says.

“AtBurger King, our four values were—

empowerment, accountability, bold, and
fun—but we realized there was no value
around performance. We named it ‘meri-
tocracy,” which was soon understood by
everyone with this new, visible approach
to managing performance.” This strategy
included front-line employees as well—
another thing Helton knows something
about. “I started as a teenager at Burger
King and worked my way up through the
ranks in the food business to a very senior
level,” he says.

For front-line employees, he says,
“It cascades the same way in the form of
goals. They get measured the same way—
and rewarded too.” The difference at the
restaurant level, he says, is “You have to
galvanize the team around the critical in-
dividual area they have to focus on.” And,
he adds, make it fun.

At the time, food quality was a chal-
lenge for Burger King, so the company
chose to focus on its signature item and
initiated “The Whopper Challenge.” The
initiative also included the corporate staff
to see who could make the best Whopper
in the office—HR, construction, account-
ing, etc. If you were in field construction,
for example, you had to learn how to make
a Whopper well enough that it could be
served to a guest. “Before that, we had
some people from the restaurant support
center who’d never made a Whopper,”
says Helton.

As for his part, “I would go into a
restaurant and challenge the local team’s
best Whopper maker. The contest was
to build the gold standard in the shortest
time.” Restaurant employees competed to
make the best Whopper, with the winner
competing with Helton, or with someone
else from corporate.

“It was about galvanizing all our com-
pany locations around improving quality.
The customer attributes on quality of the
sandwich went up significantly as result
of a little fun in the restaurants,” he says.
“Thatfocus, galvanizing everybody in the
company on a single product, made us take
a hard look at all our products. We mea-
sured it, had fun, and the results showed

up in improved customer satisfaction.”
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We want to Wow our employees, and
‘Okay’ is not a Wow. Every time | speak to

cost?” Small changes like this add up to an
improved customer experience.

"To keep those changes moving forward,
every store has crew meetings where cus-
tomer feedback is monitored and evaluated.
Internally, says Mueller, “We’re starting to
promote the positive stories, and we have
a lot more positive than negative ones.”

One example: a customer called in to
cancel her order because her car had a flat
tire. Not only did the driver deliver the
pizza to her, he changed the woman’s tire.
“He did it in less time than AAA would
have,” says Mueller. “And we would never
have known if the woman hadn’t written
in to thank him.”

Another: an elderly customer in Mis-
sissippi, a regular, didn’t answer the door
when the driver arrived. The driver called
911. It turned out that the customer had
collapsed. Mueller says the driver saved that
customer’s life. “We have so many heroes
who go above and beyond when they have
the opportunity, and the customer gets
wowed,” he says. “It’s fun and energizing.”

"Today Mueller is looking to improve his
hiring process. “John helped us establish our
standards of what to do, and what never to
do. Now we’re hiring our team members
based on their service aptitude,” he says.

“The whole idea of culture is hard. It
may not cost a whole lot of money but it’s
difficult. How we select and train our oper-
ating partners starts in the hiring process,”
says Mueller. “It’s impossible to maintain
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this friendly culture if we don’t hire for it.
We don’t do a bad job in this area, but we
don’tdoa greatjob in selecting people with
a high service aptitude. If we hire a little
tougher, we can manage easier.”

For Mueller, despite all the improve-
ments in customer service, there’s still a
long way to go.“We haven’t fully rolled this
out yet, it’s a work in progress,” he says. “I
think it will take us another 3 years to be
like a Starbucks or Chick-fil-A. It a never-
ending journey.”

Nevertheless, he says, “We’re light years
from where we used to be. All of our cus-
tomer metrics have improved and we’re
only halfway. In the pursuit of excellence
you’re never done.”

The power of “Wow”

Ed Doherty recently acquired 38 Applebee’s
restaurants in Florida, bringing his total to
100. “With the culture at Doherty Enter-
prises, I think we can turn them around
and be successful,” he says. “Our vision is
to be the best foodservice company in the
communities we operate in.”

For Doherty, being the best means to be
“so highly respected that people who want
to work in the industry—nights, weekends,
long hours—will want to work for us rather
than our competition,” he says. The way he
measures that is by low turnover for both
managers and front-line employees in his
organization. “We want to Wow our em-
ployees, and ‘Okay’ is not a Wow. Every

time I speak to our people I review that
with them.”

Doherty, who lastyear received an MVP
Award from this magazine (MUF, 3Q2012),
isbased in the New York City tri-state area,
and has several additional brands (35 Panera
Breads, 2 Chevys Fresh Mex, and some
brands of his own, 144 in all). In total, he
provides about 9,000 jobs. With multiple
brands, each training program is different,
he says. “I have to have certified trainers
approved by our franchisors; we’re so big
we do it ourselves. Those are really your
leaders among the crew—not the manag-
ers or supervisors, but the cooks, the hosts,
and the bartenders.”

AtDoherty Enterprises, which he founded
in 1985, culture can be summed up in one
word: Wow! In fact, Doherty says he’s one
of the first to use the word. “Back in 1993,
when I opened my first Applebee’s, I used
the word Wow. No one used it back then.
I've been doing it since then and pound-
ing it in.”

One of the ways he transmits his Wow
culture throughout his organization is
through training and repetition from top
to bottom. “If you keep doing this over and
over again it permeates the culture, from
the cooks to the person washing the dishes.”

Doherty meets with his managers nu-
merous times during the year. “At manager
outings for all managers and supervisors,
I attend and speak about our culture of
Wow.” There’s also an awards dinner for
all managers and supervisors, with about
850 and their spouses attending.

Training is extensive. Following the
initial brand training, managers spend 2 to
4 months training in a restaurant or café.
That’s followed by a week of Wow leader-
ship training, which begins with a 90-minute
review of the company’s culture, vision, and
mission. His goal is to connect, engage, and
build relationships and accountability for
achieving results. His senior team “hears it
over and over throughout the year,” he says.

There’s also a big emphasis on recogniz-
ing good customer-facing behavior. “Every
time we get a thank-you note we send that
in a Wow newsletter and post it in the res-
taurants on a bulletin board,” he says. “I get
copied on it, then send a second email out
to all of our restaurants and identify the
restaurant and the management team that
got it, adding a note like, “Thank-you, you
made my day!””

With so much training and the empha-
sis on recognition, his culture is ingrained
from top to bottom. “As I tell our manag-
ers, if you're fully staffed and have manag-



ers who are well-trained and tenured, and
your team associates are well-trained, it’s
a very easy business.”

Culture begins at home
Like most successful multi-unit franchisees,
these operators also have a strong commit-
ment to contributing to their communities.
Last year, says Doherty, 100 restau-
rants participated in 700 events, donating
money and food to local charities. “We ask
managers and crew people to go into the
community at least twice a year. We pro-
vide the food and the money. We get PR
on that, and lots of thank-you notes,” he
says. “Young people today like to be part of
an organization that gives back.”
Thatattitude applies internally as well.
The company’s Wow a Friend Founda-
tion collects contributions from employ-
ees—matched by Doherty and his wife
Judy—to help employees who are having
a hard time. “Everybody at some time has
a personal crisis,” he says. Employees con-
tribute—voluntarily—to the foundation,
which is run by crew members and staff,
not the executives. Anyone working for the

company can apply for financial assistance,
whether they’ve contributed or not.

Following Hurricane Sandy, the foun-
dation helped 194 people with a total of
$275,000. To date, he says, 432 people
have been helped, receiving a total of more
$600,000. The money is a gift, not a loan,
and recipients are chosen by the committee.
“People really appreciate it,” says Doherty,
adding that it not only helps people get
through a bad patch, but “also builds loyalty
and respect for the company.”

When Helton was at Burger King,
involving the entire company in the com-
munity—in a big way—was also a part of
building a culture that cascaded to the front
line. When he arrived, the company already
was doing this, but he raised the stakes.
“We’d raised money for groups before, ata
minimum level, not at the level it could be.”

He challenged every company restaurant
to raise $1,000 for a scholarship through the
Burger King McLamore Foundation—the
previous amount raised had been only a few
hundred dollars per location. He set the goal
at $1 million (Burger King had 985 U.S.
restaurants at the time). “We did it in a fun

way, without any cost, and ended up raising
the $1 million,” he says. “We’d never raised
above $300,000 before.” The fun part? The
team that raised the lowest amount had to
get up on stage at the company’s annual
meeting and sing “Proud Mary,” in front
of their peers—in full costume.

Soon after, in 2010 when a disastrous
earthquake struck Haid, that spirit paid off
once again through an effort to raise money
for the Red Cross, which needed to pur-
chase10 new relief trucks at $100,000 per
truck. “We didn’t even have to ask this time,
and we did it in one month,” says Helton.

At Firehouse Subs, community giving
is part of the brand’s DNA, with years of
providing life-saving equipment to fire-
fighters. Involving employees in the spirit
of giving is something the Divitas work
hard to achieve—and it pays off in other
ways as well.

“Overall, what we want is to have our
employees have a sense of pride in what
they’re doing, and also in the Firehouse
brand and giving to the community,” says
Charlie. “You’re making a sub and helping
to save people’s lives.” W
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BY KERRY PIPES & EDDY GOLDBERG

AHE

TO 2014’S MULTI-UNIT CONFERENCE

Advisory Board meets to plan
next year’s multi-unit gathering

ast March, more than 1,200 at-

tendees, 450 of them franchisees,

flocked to Caesars Palace in Las

Vegas for the 12th annual Mult-
Unit Franchising Conference, and 2014’
event looks to be even larger. In September,
the Advisory Board for next spring’s con-
ference gathered in Scottsdale to plan the
agenda and content for 2014.

Opver two days, these experienced, suc-
cessful multi-unit operators discussed issues
they face operating a franchise business in
today’s challenging economic climate. They
hashed out topics, keynote speakers, and
panelists, along with their top concerns for
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the coming year, all focused on making next
year’s conference the best ever. This year the
board met at the posh Fairmont Scottsdale
Princess, where they rolled up their sleeves
and got busy developing the agenda, revisit-
ing session formats, and working outa host
of conference nuts and bolts.

Franchise Update Media Group CEO
Therese Thilgen kicked off the meeting
by discussing the results of a pre-meeting
survey of the board members. “There’s a
trend of multi-unit franchisees getting out
of their comfort zone,” she said, referring to
continued expansion through the addition
of new units and new brands. For example,

one board member recently added a home
care concept to his restaurant holdings;
another has added Sears retail stores to his
restaurant business.

Still, as Thilgen noted, the usual chal-
lenges remain: hiring and retaining quality
employees, dealing with a growing swell of
government regulations, and making sure
basic operational and marketing issues are
effective and generating results. These
topics, and many more, are in store for the
franchisees who attend the 2014 conference,
which will be held at Caesars Palace in Las
Vegas, April 23-25.

Aziz Hashim, a longtime multi-unit




franchisee with brands including Popeyes,
Subway, and Checkers/Rally’s, will serve
as Conference Chair for next year’s event.
He has been working closely with Thilgen
and her team at Franchise Update to review
previous conference content and schedul-
ing and make adjustments and improve-
ments for 2014.

Local area marketing dominated the
group’s discussion early on. Board mem-
bers discussed the importance of guerilla
marketing, proper budgeting and spending,
measuring results, and how to “own your
neighborhood.” These experienced opera-
tors understand that success in their markets
takes a concerted local effort and tracking
what’s working and what isn’t—and using
data to fine-tune their efforts.

Franchisee-franchisor relationships and
the importance of working closely with their
franchisors was another hot topic. Board
members acknowledged this can be a con-
tentious area, but spoke positively about how
open communication and keeping mutual
interests in mind can make a significant
improvement for both sides and help grow
the brand as a whole.

THE 2014 MULTI-UNIT
FRANCHISING
CONFERENCE

ADVISORY BOARD

The 2014 Multi-Unit Franchising Confer-
ence Advisory Board consists of multi-unit
franchisees active in all areas of franchis-
ing, from hair to burgers and subs to auto
repair to home health care. Several over-
see more than 200 units in their diverse
portfolios. Attendees this year included
Steve Adams, Bob Chase, Greg Cutch-
all, Sean Falk, Rocco Fiorentino, Gary
Grace, David and Maureen Grimaud,
Bill Hall, Aziz Hashim (2014 Chair), EI-
len Hui, Mike Kulp, Tony Lutfi, David
Ostrowe, Gary Robins, Cheryl Robinson,
Grant Simon, Charles Smithgall, Ricky
Warman, and Anil Yadav.

Board members unable to attend this
year were Rob Branca, John Hotchkiss,
Ken Leese, John Metz, Glenn Mueller,
Guillermo Perales, Lloyd Sugarman, Ted
Torres, and Eric Werner.

This led into a lively discussion about
franchise agreements and the changing bal-
ance of power in franchising. While there
is room for negotiation in these contracts,
it’s critical to know what can and cannot be
negotiated. Diplomacy can play a big part,
too—as long as the franchisor is willing to
listen. “We need to educate franchisors about
franchise agreements, not attack them,” said
Hashim, who is also working with the IFA
on this. He said there is a way to keep both
sides happy and that, when done properly,
ultimately helps sell more franchises and
strengthens the entire system.

Communication and collaboration were
recurring themes throughout the meeting
and will appear in various forms in next
year’s conference sessions.

Whether it’s real estate, leasing, govern-
ment regulations, hiring, customer service,
buying and selling units, outsourcing—and
much more—franchisees attending next
year’s Multi-Unit Franchising Conference
are sure to benefit from a stellar lineup of
speakers, panelists, and content that will of-
fer strategies, tools, and insights into grow-
ing a successful franchisee organization. I
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BY DALLAS KERLEY, CHIEF DEVELOPMENT OFFICER

Benetrends has been helping people achieve the Ameri-
can dream of business ownership for more than 30
years. With so many options for funding a new busi-
ness, entrepreneurs come to us to help them navigate
the many options and design the best funding pro-
gram for their individual needs. One common con-
cern we are often asked to address is “where can I get
the money I need for an SBA Loan”? Several require-
ments need to be met in order to obtain an SBA loan.
One of the most important is demonstrating that you
have sufficient “Skin in the Game”. Usually this means
that in addition to having sufficient collateral, lending
institutions want you to provide a 20% to 30% capi-

tal injection to qualify for a loan. Entrepreneurs often
find they don’t have sufficient savings to meet this equi-
ty injection requirement and therefore need to look at
alternative sources for the funds. In light of this, two of
the more popular ways to acquire these funds, has been
using either 401(k)/IRA Rollover funding or a Securi-
ties Backed Loan.

401(k)/IRA Funding

In recent years, over 10% of franchisees have
used 401 (k)/IRA Rollover funding as part of their
funding strategy.

It’s easy to see why Retirement Plan Rollover fund-
ing has become so popular. Due to the significant tax
advantages, many entre-
preneurs have the major-
ity of their savings locked
away in retirement plans
such as IRA’s and 401(k)’s,
which carry severe penal-
ties and tax consequenc-
es for early withdrawal.
For example, if you have
$200k in an TRA or 401(k)
and take an early withdrawal, you may be required to
pay a 10% penalty and as much as 30% in ordinary in-
come taxes, leaving you with only $120k of your origi-
nal $200k. However, by employing a popular program
known as a 401(k) ROBS (rollover for business start-
up), those funds can be used to provide the required
capital injection for your SBA loan, both tax deferred
and penalty free. While this program when used in
conjunction with an SBA loan has proven to be a suc-
cessful combination for funding a new franchise, many
entrepreneurs utilize the retirement plan rollover as

10%
Early
withdrawal
penalty

—

M) Successful Funding Strategies:
S How to get the equity injection you
need to obtain a SBA Loan.

the sole method of funding their new franchise, thereby
avoiding the need for any type of loan.

Securities Backed Loan

Another popular strategy to acquire the needed capi-
tal for a loan, involves using a Securities Backed loan.
"This type of loan is similar in concept to a home equity
loan, except the loan is backed by securities held in an
investment portfolio, rather than the equity in your
home. In many cases, this program makes more sense
than selling your stock to raise the needed capital for
your equity injection, because the cash needs are satis-
fied without disrupting investment strategies, asset allo-
cations or creating unexpected tax consequences.

Securities backed loans have both favorable interest
rates and easy terms. Your credit score is not a factor in
qualifying for a loan, the interest rate is usually lower
than a home equity or SBA loan, you typically receive
an approval within 48 hours and the funds within ten
business days. There are other advantages to consider
as well: the investments in your portfolio remain in
your name and don’t need to be sold; therefore, you
avoid paying capital gains on your low cost basis stock.
You also can trade within your portfolio and you keep
all the appreciation and dividends from your portfo-
lio as it grows. Maximum loan amounts ordinarily are
70% loan to value, so for example if you have a $200K
investment portfolio, you
would qualify for a $140K
loan. With these advan-
tages, instead of selling
their investments when
they need funds for their
businesses, more and
more entrepreneurs are
holding on to their in-
vestments, allowing them
to grow and using this program to fund their business
needs.

"This article addresses only two of the many different
strategies available to get you the funding you need for
your new business. Benetrends has proven and innova-
tive funding strategies that make the most of opportu-
nity, while minimizing risk and a legacy of success that
goes back decades. When you work with Benetrends,
you have the peace of mind, knowing you are working
with the best possible partner for taking your business
growth to the next level.

$20,000

30%
Income
tax
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around the corner. Who's the 1 in 8 in your
life that needs help?

Go to feedingamerica.org to see how your
support can help those in need.

FEED|NG"
AMERICA

FRANCHISE OPPORTUNITIES AVAILABLE!

9+YEARS

SAME STORE SALES INCREASE
LOW COST

INITIAL INVESTMENT &
LOW OPERATING COSTS

710%

OF STORE SALES

FU c U S E D ARE CARRYOUT

HIGH-QUALITY MENU

STRONG

AUV OF $901,000*

ORDER 70+ NEW LOCATIONS
SATISFACTIgy TOOPENIN 2013

CLASSIC BONE-IN

SIMPLE
ROBUST OPERATING PLATFORM

AVERAGE STORE IS
1,200 - 1,700 SQ. FEET.
SOME OF THE HIGHEST

SALES PER SQUARE FOOT
IN THE INDUSTRY

[ND BONELESS WINGS

IMMEDIATE FRANCHISES AVAILABLE!

WINGSTOPFRANCHISE.COM | 972.686.6500
AREADEVELOPMENT@WINGSTOP.COM

*Figure reflects the average annual net sales for all Wingstop Restaurants (23 corporate and 458 franchise) in the system that were open
during the entire period from January 1, 2012 through December 29, 2012, as published in ltem 19 of our April 2013 Franchise Disclosure
Document. Of the 458 franchised restaurants, 185 (40%) had higher net sales during the reported period. The financial performance
representation contained in ftem 19 of our April 2013 Franchise Disclosure Document also includes average annual net sales information
(1) separately for all franchised Wingstop Restaurants, and (2) separately for all company-owned Wingstop Restaurants, in operation in the
United States during the referenced period. A new franchisee’s results may differ from the represented performance. There is no assurance

that you will do as well and you must accept that risk.



68

People

BY NATE DAPORE

Cross-Training
Employees Pays Off

How elearning can increase employee value

ou are looking to hire a new

team member. You've reviewed

applications, held interviews,

and narrowed it down to two
candidates. They both had strong in-
terviews, the same availability, and will
take the same hourly salary. The only
difference is that one has experience in
the role, while the other has experience
in the role plus training in other areas
that could be useful.

Which one do you chose for the po-
sition? The candidate who can fill more
than just one role seems like a no-brainer,
right? So, if an applicant with the ability
to handle more roles seems like the obvi-
ous choice, then why isn’t cross-training
your current employees more common?

Many companies shy away from cross-
training, worried thatitis too costly and
time-prohibitive. Cross-training requires
both the trainee and trainer to spend
time that could otherwise be focused on
operations, and paying team members
to put in that extra time to train or be
trained is an additional cost most busi-
ness cannot afford. And this dilemma is
growing as the Affordable Care Act re-
quires businesses to focus more closely
on employee hours.

For companies that want to cross-
train employees, online training can
make the process less labor-intensive
and more affordable. Web-based train-
ing helps key team members remain on
the floor, managing the customer expe-
rience and spending less time coaching
new employees.

With online training, employees can
manage the early training stages at their
own pace, and as their schedule permits.
"This allows team members with different
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Online training
can make the
process less labor-
intensive and more

affordable.

levels of experience or aptitude to bal-
ance out quickly. Then, all team members
cross-training on the floor will already
have some of the basics down and learn
the next steps more quickly.
High-quality training software allows
businesses to develop custom content, with
quick creation, easy delivery, and track-
able testing. Most e-learning solutions
offer training in multiple formats, such
as PDFs, SCORM courses (SCORM is a

2
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set of technical standards for e-learning
software), or videos. Employers can have
star employees use smartphones to video
quick “how-to” training clips and upload
them into a training program.

Reaping the benefits

By setting expectations about cross-
training programs on an employee’s first
day, companies are better equipped to
extinguish any “that’s not my job” men-
tality. New hires are introduced into a
corporate culture with self-starting ex-
pectations. Training team members for
multiple roles prepares them to confi-
dently step up to help fill any need when
you’re in the weeds.

For example, when cashiers are trained
to stock shelves and stockers are trained
as cashiers, a stocker can step in and
open a register during a customer rush.
Hostesses can watch videos about server
etiquette and practices, and then spend
less time cross-training on the floor. And
team members who are trained in mul-
tiple areas of the business more easily
transition into management.

Cross-training your team with online
learning solutions helps operations re-
duce costs (in training materials, labor,
and possibly travel), increase scheduling
flexibility, reduce turnover, and improve
succession planning. As far as team ben-
efits, increasing training and employee
value improves team morale and overall
productivity.

When the time comes to hire, you
know you’ll select the candidate with
the most value. Take the time now to
increase the efficiency of your current
team through cross-training.

Nate DaPore is president
and CEQ of PeopleMatter:
He is passionate about pro-
viding team members, in-
cluding bis own, with a re-
warding workplace
experience that values creativity and innova-
tion. Contact him at §77-230-4088 or info@
peoplematter.com.
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Creating a Great
Employee Experience

(Hint: it flows from the top)

here do remarkable
customer experiences
come from? From your
employees!

If you have designs on long-term sus-
tainable growth, think about how you
can create a great employee experience.
Why? Because it is your employees, not
you, who create your highly satisfied and
loyal customers. Your locations with the
best performance and highest customer
loyalty scores very likely have the highest
levels of employee engagement.

So what is engagement, and why does
itmatter? Simply put, engaged employees
are passionate and enthusiastic about their
work. They will further your organization’s
interests by giving their full discretionary
effort; in plain English, they are loyal and
they work hard. Their loyalty comes pri-
marily from how they are treated. Your
organization must earn employee loy-
alty, just as it must earn customer loyalty.
Two decades of SMG research proves
that highly engaged unit managers are
the most powerful force in creating high
morale and team member loyalty at the
individual location level.

How do you create these highly en-
gaged unit managers? Contrary to the
old saying, you can never “raise morale.”
Itpercolates from the top... from you and
the team you assemble to support the field.

Back up and think about this: When
your team members who are supporting
the field are fully engaged, that will have
direct, positive impact on the loyalty of
unit managers. Because when you have
unit managers raving about the support
from “corporate,” you have a tremendous
lever to increase manager loyalty—which
drives both front-line employee and cus-
tomer loyalty. You have great potential to
make your performance support center a
great place to work.
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Let me share my own “employee ex-
perience” as a manager. From SMG’s of-
fice we support dozens of managers who
travel extensively or who work in our in-
ternational locations. Here are two of the
benefits we hear from our employee sur-
vey that correlate with high engagement:

* Great co-workers. Winners like to
work with winners. That comes from a
very rigorous employee selection process.
All prospective employees are interviewed
by, and must win the support of, multiple
employees—not just HR. At SMG, we
use the same talent selection company as
the Ritz-Carlton: we seek people who are
customer-focused and high performers.

It is your
employees, not you,
who create your
highly satisfied and
loyal customers.

Whatever employee selection system you
use, take extra care with who you bring
into your company support center. Your
people are your company.

e Great culture. Culture is simply
the “way we do things around here.” Our
folks think it’s cool that my desk looks the
same as that of a brand new entry-level
team member. Fridays are “bring your
dog to work day.” When it comes to men-
tal health, dogs rule! Also, you would be
amazed at how much people appreciate
healthy food snacks and fresh fruit at the
office, instead of vending machines. And
almost all employees participate in Cor-
porate Challenge, a team athletic compe-
tition. Work hard. Play hard.

Remember that I said it was feedback
from our employee survey that gives us
confidence that the elements of the em-

ployee experience I've described really do
correlate with employee loyalty. That’s why
I'believe in employee surveys. If you don’t
measure your employees’ experience, you
should. How else are you going to find out
how to become a great place to work? And
have no doubt, the only way to consis-
tently create a loyalty-inspiring customer
experience is with loyal employees who
are willing to give discretionary effort.

Plus, a great employee experience leads
to lower turnover. Not only does lower
turnover save you money in recruiting,
onboarding, and training—which increases
your profitability year after year—you
also get the positive benefits that come
from longer-tenured employees. Loyal
employees become more valuable and
productive over time.

Next, when they have a great employee
experience, your current and former em-
ployees will recommend your company as
a great place to work! They will usually
recommend people like themselves. Don’t
just wait for this to happen. Give your em-
ployees incentives to recommend people
they believe in—with a bonus when the
new hire reaches six months on the job.
You will ultimately spend less on recruit-
ing... and get better results.

Finally, loyal employees who like their
jobs and care about doing things right be-
come ambassadors for your organization.
When measuring employee engagement,
ask, “How likely are you to recommend
[your company] as a place to [dine, shop,
do business]?” Loyal and engaged employ-
ees are far more likely to recommend you
to friends and family, and even strangers,
when the subject of your business comes up.

To sum up the Service Profit Chain:
Engaged employees create loyal custom-
ers, which creates profitable sales growth.
For consistent year-over-year sales growth,
multi-unit franchisees need to dedicate as
much energy to creating a great employee
experience as to creating a great customer

experience.

SMG Chief Evangelist Jack
Mackey belps multi-unit
operators improve loyalty and
drive growth. Contact him at
816-448-4556 or jimackey@
smg.comt.
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Technology

BY JON CLARK

Card-tastrophe?

Why mobile payment processing
should scare you

ave you begun processing payments with a smart-
phone or tablet yet? Perhaps you’re seriously
considering doing that, as many businesses and
retailers have already done. That’s wonderful. But
here’s the bad news: although the number of mobile payments
is skyrocketing, the security portion of processing credit cards
through mobile devices has been seriously neglected.

Mobile processing (Square, GoPayment, etc.) is a double-
edged sword: while it allows greater processing flexibility, it also
has the potential to dramatically increase fraud and business
liability. The problem with mobile devices is that they weren’t
made for security or payment processing. Hackers know this,
and they are after your customers’ profitable payment data.

Mobile devices are exposed to the same threats as comput-
ers (malware, viruses, etc.), but the hardware and software are
created with significantly fewer security fortifications. Unlike
typical POS systems, even new mobile devices don’t include
firewalls or other safeguards, and they are automatically con-
nected to the Internet. How could a device so innovative and
technologically advanced not securely process a credit card?
Here are a couple of reasons (there are more).

 Bad apps. One of the security drawbacks with a mobile
device is that it’s difficult to guarantee that an app is malware-
free as it enters an app store. Thousands of malicious apps
are downloaded through official software stores daily, put-
ting smartphones and tablets at risk for payment card theft.
Hackers repackage apps, or create their own malicious apps,
intended to be downloaded by unsuspecting mobile users.
For example, malicious code could be embedded in a popular
flashlight application. Those bad apps have the power to steal
credit card information, monitor text and audio conversations,
read data from other applications, or even control the actions
of the entire device.

* Lack of security policies. In addition to bad apps, many
organizations fail to implement procedures that dictate the
proper usage and storage of mobile devices. Loss, theft, and
employee misuse are all security issues easily prevented through
franchise security policies.

Fines and penalties

If hackers steal customer data by accessing a franchise’s mobile
POS system, the business could be held liable by card issuers
such as Visa, MasterCard, and American Express under the
Payment Card Industry Data Security Standards (PCI DSS).
Fines and penalties may follow, which may include forensic
investigations and customer notification costs. Some research
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shows that 80 percent of all small businesses that experience
a data breach either go bankrupt or have severe financial dif-
ficulties within two years of the breach. Even if you manage to
avoid the forensic fines, auditing costs, and card brand penal-
ties, your brand may still face consumer doubt and criticism.

Because your brand is at increased risk with each mobile
POS device you deploy, you have the right—and responsibil-
ity—to regulate device security. Mobile device vulnerability
scanning is a great way to identify which franchisees follow
mobile best practice guidelines. I suggest regular testing
through a security scanning app. When selecting a mobile
vulnerability scanner, check to see if it also includes a mobile
device management tool to allow you to remotely wipe devices
or check in on security at multiple locations.

5 best practices
Though mobile security is still in its infancy, there are methods
to securely process payments using mobile devices.

1. Use an encrypt-at-swipe piece of hardware that attaches
to a smartphone or tablet to securely process payment cards.
When selecting mobile POS hardware, ensure that it sup-
ports encrypt-at-swipe.

2. Don’t manually key customers’ credit card data—even if
a card stubbornly refuses to be swiped! While your hardware
card reader may encrypt sensitive information when a card
is swiped, your phone does not have that secure capability.
Manually typed data is not encrypted, and a rogue app could
be recording those card numbers.

3. Always update both OS and app software so any discov-
ered security holes can quickly be patched.

4. Read up on the PCI Mobile Payment Acceptance Secu-
rity Guidelines for Merchants and follow all the instructions.
Ensure your employees are also familiar with the mobile se-
curity standard.

5. Use mobile scanning apps to ensure that devices are
tested for mobile processing security—and promptly reme-
diate any discovered vulnerabilities.

Not a serious problem... yet

Luckily for all of us, mobile payments are thinly spread
among small merchants, and it’s likely that hackers are more
interested in obtaining credit cards from better known, high-
transaction systems. However, as the trend of mobile device
payments increases, so will attacks on businesses through
mobile devices, resulting in reputation loss and possible fines

from card brands. T

Jon Clark ismarketing director for SecurityMet-

rics, a data security and compliance company that
offers mobile vulnerability scanning products and
PCI services for businesses worldwide. He can be
| reached at jonc@securitymetrics.com or 801-995-
6858.
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BY CAROL M. SCHILEIF

Investimentinsights

Stick to Your Principles!

Q tips for mainfaining balance in your investments

few months ago, the Wall Street

Journalran a front-page story

detailing how it’s legal for

nongovernmental providers
of key data series, such as the University
of Michigan Consumer Sentiment poll or
the Purchasing Managers’ Index, to release
customer research reports early to those
willing to pay for it.

Research reports can move markets, and
those who get the business intelligence in
advance can make millions from receiving
this information early. What's striking is
that the early information is received sec-
onds before public release—not minutes,
hours, or days—and they’re still profit-
ing mightily.

"This phenomenon is not unlike what's
happened in the investment business over
the past several decades. Daily trading
activity today seems to be dominated by
those with hundreds of billions in assets
under management, computer-based trad-
ing systems, and media-induced “noise”;
even as the average time between an as-
set’s purchase and sale has shrunk from a
couple of years to a couple of months. So
what’s the individual investor to do with-
out those advantages? The right mindset
and these key investment principles might
help level the playing field.

1.Do your homework (or hire some-
one who does theirs). Investing takes hard
work, diligence, and time. Some people love
doing it themselves, and ample resources
are available today to help. However, it’s
unreasonable to think you can spend a few
hours uncovering some gem thata highly
educated professional armed with analysts
and a supercomputer hasn’talready found.
If you don’t have that amount of time or
energy to devote to the activity, hire a firm
with a time-tested and thorough due dili-
gence process for picking their asset classes
and specific investments.

2. Know yourself. Doyour research, but
test your theories with others. Behavioral
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finance has documented many different
ways that we are wooed into making faulty
investment decisions. Debating others on
investment ideas is crucial and can lead to
better and more consistent results, whether
your investing is self-directed or done by
a financial advisor.

3. Valuation matters. The best funda-
mental research is useless if you don’t pay
attention to how over- or under-priced an
asset is. The basic concept in investing is
to purchase ata discount to what you have
calculated the long-term ultimate value
is, and then sell when that valuation has
been reached or exceeded (or when fun-
damentals break down). Sounds simple,
but many individual investors often get
swept up into wanting to buy an asset
because it’s going up, not because they
understand how the current price relates
to the intrinsic value.

4. Focus on returns, not prices. Al-
most any asset has a clearing price on any
given day (the monetary value determined
by the give and take of the market’s bid-
and-ask process). In the past few years, as
banks in developing markets have shed
“bad” credits from their balance sheets,
distressed debt purchasers have scooped
them up. If you buy at 25 cents on the
dollar, you can double your money when
someone else buys it for 50 cents. Be pri-
marily concerned about how much you
need to get out of the asset to go on to
your next transaction.

5. Watch costs. It’s been a long time
since we’ve seen normalized inflation of
about 3 percent per year, but at some
point the global economy will be strong
enough for central bankers to let it reap-
pear. Further, tax rates on dividends and
capital gains are up 33 percent over last
year; 59 percent for those in the top brack-
ets. While the tax tail should never fully
wag the investment dog, higher costs and
inflation will likely play a much bigger role
in investment decisions moving forward.

6.Ignore the “noise” in investment
news. | had my first quote in the Market
Place column of the Wail Street fournal when
I'was 23 years old. I remember thinking to
myself how odd that was, given my young
age, and from thence sprang my healthy
skepticism of quoting “investment experts.”
Investment journalists need to fill space,
and are always trying to back into some
excuse for why the markets moved on a
particular day. Know what asset you want
to buy and at what price. If you’ve done
your homework, you’ll be ready to move.

7. Become a trend-spotter. While
ignoring the short-term investment re-
hash, read up on overarching long-term
trends—Ilike the implication of 3 billion
more people moving into the middle class
worldwide by 2030, and what that will
mean for real estate, infrastructure, com-
modities, real assets, and more.

8. Be patient. Sometimes the best de-
cision is to do nothing. If your homework
is thorough, you bought your investments
ata comfortable discount to their inherent
value and the fundamentals are playing out,
so it’s easier to ignore short-term wiggles
and stay put—especially when transac-
tion costs are higher than they used to be.

9. Stop thinking all or nothing. Many
folks try to time entry into the market or
specific investments in an all-or-nothing
fashion, despite reams of analysis showing
this is virtually impossible. A well-rounded
investment program instead prepares for
more than one potential outcome, provid-
ing for flexibility and adaptability should
the unforeseen emerge.

While it can be tempting to think that
the individual doesn’t stand a chance today
in investing, with a plan and a strong set
of guiding principles, ample opportunities
exist for success.

Carol M. Schleif, CFA,
is regional chief investment
officer at Abbot Downing, a
Wells Fargo business that
provides products and ser-
vices through Wells Frgo
Bank, N.A. and its affiliates and subsidiaries.
She welcomes questions and comments at
carol.schleif@abbotdowning.com.
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Smoothie King has been ranked
No 1in its category for 19 straight
years by Entrepreneur Magazine.
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sale in the heart of Williamson
County, the wealthiest county

in the state. It is a beautiful place
to live and has a very diverse
economy and a high quality

of life.

This is a great opportunity
for an entrepreneur to step
into an operation that is
generating income from day
one. It is generating over
$800,000 in total revenue.

As someone who has been in

the corporate world my entire
career walking into a business

on day one knowing that it was
generating income certainly
helped to ease my apprehension.

Please contact Bob at
smoothiekingfranklin@gmail.com
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Fmance BY STEVE LEFEVER

Cash Flow Checklist:
How Do You Rate?

Check your business for these 20 danger signals!

omostfinancial advisors, convincing

their clients of the absolute necessity

of maintaining a sound financial

system and cash controls—and
the need to consistently review, evaluate,
and plan—is about as easy as selling first
aid. Everyone knows it’s there, but we can
always “do it later.” Besides, “It won’t hap-
pen tome.” Or, “So what? I don’t have any
control over all that stuff.”

You're right, you don’t. However, what
does this mean for individual businesses?
The loud and clear message here is “man-
age better.” When there’s less room for
error, you must do a better job.

As business owners, we have faced the
ups and downs of economic cycles—and
probably always will. In addition, technol-
ogy and social changes have drastically
affected many individual industries, not
to mention both foreign and domestic
competition. The devastating impact of
the Great Recession is just the most re-
cent example.

In a positive, expanding economy, the
primary focus is on sales as an easy indica-
tor of success or failure. Business owners
and managers devote relatively little time
to efficiency and control, and virtually no
effortis made to manage the balance sheet.
Then, when the economy changes (as it
always does!), or competition enters the
scene—or both—profits are squeezed and
volume declines. Prices are lowered in an
effort to bolster sagging volume. Lower
prices translates to lower margins—Ilose
a little on each sale and make it up on
volume. High leverage makes debt harder
to service and increases interest expense.
Suddenly, the areas of control and man-
agement become key focal points. In a re-
cessionary or changing economy, survival
becomes the key issue and cash flow is king.
Emphasis switches from profits to cash
flow and the highly leveraged, inefficient
firms become statistics.

Ifyou’ve ever attended a Profit Mastery
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session live or watched our online videos,
you know that our primary message fo-
cuses on the importance of establishing,
maintaining, and using financial controls.
In times of rapid growth, I don’t get many
calls for articles on “cash control.” As I said,
the emphasis is on sales. When the econo-
my turns or the competition gets tough, I
get lots of calls, but there’s a problem: for
many businesses, it’s too late. Inefficiency
on the way up has severely drained cash
flow and many possible courses of action
have been eliminated. Enter a whole new
chapter: Chapter 11.

Again, it means the same to you as a
business owner: manage better. Run the
company lean and mean. Many of you
know thatI am very partial to the concept
of “cause and effect.” The cash crisis that
we're talking about here is simply the ef-
fect of a poor control system, inattention,
and/or lack of discipline. We need to an-
swer the question, “Where does the cash
go?” For many years, I've used a simple
“pitfalls” checklist to identify early warn-
ing signals that the cash flow train is vul-
nerable to derailment.

Cash Flow Checklist

v/An excess of unsold inventory

v/Buying lots of fixed assets (like trucks)
v/Customers not paying their bills on time
v/Bank statement reconciled only once a year
v/Tax obligations generally late, and getting later
v/Missing most supplier discounts

v’ Writing business checks for personal expenses
v/ Excessive interest expense from high loans
v/Bank loan overdue

v Expenses rising dramatically from past years
v/Paying suppliers late, and getting later

v Financial reports only prepared once a year
v/Paying bills too early

v/Bad debts increasing

v/Poor controls, presenting the opportunity for theft

v/ Showing profits, but having no cash

v’Payroll checks written late

v/Seasonal slump (or boom) creating cash shortage
v’No lawyer or accountant

As ye sow...

In business, owners often get trapped be-
cause they don’t heed the messages their
business sends and don’t pay attention
to basic principles. The accompanying
checklist represents a clear set of danger
signals—situations and issues—that have
a clear and negative effect on cash flow.
Take a few minutes under the harsh, cold
light of reality to ask yourself how many
of the danger signals exist in your busi-
ness, and then evaluate carefully their
implications.

Perhaps the greatest danger of all: not
having adequate records and/or financial
skills to be able to answer a// of these ques-
tions—or worse, not having any questions
to ask! Do you know where your employ-
ees and customers are at this very minute?
Withoutadequate controls, they’re stealing
you out of house and home.

The danger signals listed here can creep
up on you, even in the good times. The
only successful strategy I know is a combi-
nation of planning, control, and attention.
Successful business owners practice disci-
pline every day so they’re always prepared.

Remember this: good times don’t last,
but neither do the bad ones. When things
change, you need to be like a good Boy
Scout: prepared. So we know planning is
the vital element, especially when we’re
talking about cash flow. Danger signals
are just that: signals. The longer you wait,
the fewer options you will have. Now is
the time to gain control and keep it. By
using the cash flow checklist, you’ll take
positive steps toward being a survivor,
not a statistic.

Protectyour cash flow lifeline and your
business will survive and prosper. Remem-
ber this: you pay taxes on net profits, but
you eat on cash flow.

b

-

Steve LeFever is the found-
er and chair of Business Re-

source Services, Inc. (BRS), a
Seattle-based consulting firm
that provides financial man-
agement education, network benchmarking,
performance group facilitation, and bookkeep-
ing services for closely held businesses under
its Profit Mastery brand. Learn more at www.
profitmastery.net, or contact him at 8§00-
488-3520 x14 or lefever@brs-seattle.com.



It’s not a test kitchen...

Inspired.

Burger 21%, a new fast casual franchise
from the owners of The Melting Pot
Restaurants, features 21 chef-inspired
burger creations, signature shakes,
salads and more!

+ More than 25 units open / in caSh register.

development in 8 states

~ Come grow with a winner:
! I;;a;;ﬁf::toéh;?nl:ﬁolifw = #1 in grill-buffet segment for 14 years by Nation’s Restaurant News
. . = #1 in the Buffet Restaurant category 2011-2013
Established Brands” by Forbes .
by Entrepreneur Magazine
. Locks the “mom vote” with menu = #1 Consumer’s Choice in Cafeteria/Buffet Chains
diversification - 40% of burgers by Restaurants & Institutions
sold are non-beef and 69% of = Established in 1973...40 years of proven success
revenues are derived from non- = Famous for our best-in-class food offering and value pricing
beef menu items = 492 restaurants in 40 states (369 franchised, 123 company-operated)
as of 9/11/13
= Third-party financing available from more than 40 of the nation’s
B U RG E R (21 leading lenders
Franchises available nationally

with third-party verification of $2.5 million net g°lden o
worth with $500,000 cash or cash equivalents corral

Buffet & Grill

goldencorralfranchise.com/muf1
800-284-5673 ext. 4479, Annette Bagwell

So many reasons to love this business

Papa Wur/fﬁy’f@

TAKE 'N' BAKE PIZZA

Love at BEEN.

For Details:
SnipitsFranchise.com
inquiry@snipits.com

= - ey 877-Snip-its
Ease of Operations A Successful System xafuresmPuefa GET STARTED NOW!

71 O 4 X The Snip-its®
+ No cooking, dining or delivery « Over 1,350 stores in 38 states Franchise opportunity
+ Limited hours of operation - Strong unit economics

- Lower QSR initial investment « #1 Pizza Chain in Zagat Food Survey

* Memorable branding
* Multiple revenue streams

* Exclusive retail products and
services

* Proven operating systems

ﬂSf[lﬂmﬂfMZﬂ)S * Step-by-step site selection
N M E R assistance
0 co su 9 * Comprehensive training
CKSQ progam®
* Personalized support

# 1 PIZZA N - * Proprietary, web-based

www.papamurphysfranchise.com

 Turn-key marketing solutions < F | b
o
© 2013 Papa Murphy's International LLC 12318-PRNT-FZSLS

Get Started Now at www.SnipItsFra'nchhié'e.com




Exit Strategies

BY DEAN ZUCCARELLO

Let’s Make a Deal!

Keep your eye on the big picture

during negotiations—and persevere

ecently, we represented a multi-
unit operator in the sale of a
tier-one franchise business that
had to overcome numerous
hurdles to achieve a successful outcome.
The company had suffered as a result
of the recession, challenges in the local
economy, and some operational challenges
on the part of the existing operator. The
company was underperforming the brand
and lacked the resources needed to pull
itself out of its downward spiral. Many
units were old and tired, and in desper-
ate need of remodeling. Several units
needed to close. Operations had suffered
and turnover and employee morale were
a continuing challenge.

To arrive at a successful transfer,
concessions were required from
landlords, lenders, and the fran-
chisor. During the process, and
afterward, we were able to reflect on
the unwavering commitment and

perseverance of the buyer, which

were paramount in reaching the
finish line. The character, tenacity,
and insight we observed by the

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

-

An acquirer must
have a truly
intuitive feel for
the opportunity
up front, and
an unwavering
commitment
throughout the
process.

buyer were so compelling and refreshing
that we just had to share the story.

In our more than 30 years of doing
transactions, we’ve seen a lot of different
types of buyers: strategic buyers, financial

buyers, consolidators, oppor-

tunistic buyers, you name

it. We’ve seen parties to

transactions make many

f but we have also seen
many successes. What
this particular transac-
tion reinforced for us is
that to get it done, an
acquirer must have a

o - l mistakes along the way,

truly intuitive feel
for the opportunity
up front,and an un-
wavering commit-
ment throughout
the process. This
particular buyer was
able to look past the
“small stuff” because he
had a clear view of the big
picture: the tremendous
value he knew he could
create. The opportunity

was not centered on what the seller had
or had not done, but rather on what the
buyer knew he could do with the business.

The buyer in this instance was a very
successful, long-term industry player with
a tremendous track record. His focus was
on assessing the value of the opportunity
and what it meant to his organization—
before submitting his offer to acquire the
business. He also knew that investments in
people, facilities, systems, and operations
would result in dramatic improvements
to the business. He never lost sight of
the prize, and once he decided to move
forward all hurdles were treated as if
they would be overcome. His focus from
the very beginning was to close the deal
without getting hung up on the obstacles
of the process.

He also understood the importance of
demonstrating to the seller that he was the
right buyer for the business. He removed
any doubts about his commitment to close.
He resisted the temptation to be “penny
wise and pound foolish” in negotiations.
Of course, he understood there would be
some financial issues from the onset, and
factored thatinto his initial assessment of
the business. The buyer was not going
to let minor price negotiations (correct
as he may have been) kill the deal. Too
often, if not truly committed to the big
picture from the start, a buyer can kill a
deal over minor items that may arise in
due diligence. He understood this was the
right deal for him, and he wasn’t going
to let it slip away.

This all sounds simple enough, but
often this isn’t the case. In a deal world
consumed by data, financial models, and
over-analysis, many buyers have lost their
ability to intuitively assess an opportunity
and fail to rely on their instincts.

The ability to assess the future poten-
tial of a transaction over a longer-term
horizon separated this buyer from an
overreliance on trailing multiples or stan-
dardized financial models that didn’t fully
portray the potential of the business. We
are not suggesting that financial analysis
and due diligence are unimportant; to
the contrary, they are a critical part of
the overall assessment process. What we



are suggesting is to not let historical data
completely control your decision-making
and lose sight of your ability to stand back
and assess the situation.

Furthermore, invest the time up front
to define the right strategic characteris-
tics of a transaction for your organiza-
tion. Not all transactions represent the
right fit for all companies. Know what is
important to you. Many buyers we come
across don’t really even know what they are
looking for in a transaction. So how can
they know if the right situation is staring
them in the face when they have no idea
what they should be looking for? We are
reminded of the old adage: “If you don’t
know where you are going, any road will
get you there.”

Finally, if you come across an oppor-
tunity that seems to meet your criteria,
invest the time up front to fully under-
stand the transaction before presenting
an offer. Too often, buyers want to chase
and prematurely lock up a deal before

If you come across
an opportunity that
seems to meet your
criteria, invest the
time up front to
fully understand
the transaction
before presenting
an offer,

they truly understand it, only to back off
or re-trade on it once they dig in and as-
sess the transaction. Attempting to under-
stand the details of the business only after
a deal has been agreed to is often a recipe
for disaster—for both parties.

In conclusion, establish criteria for what
youare seeking in a deal. That way you will

recognize the right deal when it becomes
available. Do your analysis, but focus on
the big picture. Ask yourself, “Given my
skills, experience, and organization, what
specific avenues to create value does this
opportunity present to me?” And then,
don’t let distractions derail the process:
have the tenacity to see it through to a
successful outcome. I

Dean Zuccarello, CEO
and founder of The Cypress
Group, bas more than 30
years of financial and trans-
actional experience in merg-
ers, acquisitions, divestitures,
strategic planning, and fi-
nancing in the restaurant industry. The
Cypress Group is a privately owned invest-
ment bank and advisory services firm focused
exclusively on the multi-unit and franchise
business for more than 22 years. Contact
bim at 303-680-4141 or dzuccarello@cy-
pressgroup.biz.
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Family Owned Since 1976

Pie Five is the hottest concept since sliced pizza! Fresh,
personal pizzas made in 5 minutes or less. No wonder

Pie Five has been named one of the “10 Hot New Restaurant
Chains from Established Brands” by Forbes.com. Are you
ready for a slice of the pie?

o Single and multiple
units available

To find out more call us at
1-800-284-3466 or visit us
at www.piefivefranchising.com

(@ Full training and
1arketing support.
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BY DARRELL JOHNSON

The Swahili

FranchiseMarketUpdate

Lesson

A “lingua franca” for franchising is on the way

wahiliis alanguage used through-

out Eastern Africa. It is a /ingua

franca—a language used to make

communication possible among
people not sharing a common mother
tongue. Some of the Swahili vocabulary
derived from Arabic and European lan-
guages over many centuries of contact
with traders, empire builders, and others. It
was the only way commerce could be done
without lots of miscommunication thatled
to mistakes and misunderstandings. While
its origin traces back to a single tribe, today
itis used by more than 140 million people
across many countries.

‘What does this have to do with franchis-
ing? Franchising has many constituencies
inside and outside of the execution of the
business model. We are all familiar with
those operating inside the business model.
Some of those trying to communicate about
franchising from outside include the media
and legislative officials. Unfortunately, many
of the constituencies on both sides of the
business model speak different languages.
Ask someone to define what a failure is, or
whatan area developer is, within a particular
franchise system. Lacking a common set
of definitions, we are causing ourselves a
considerable amount of confusion and of-
ten discomfort.

Is it time for franchising to learn from
history and tackle this problem? I think the
answer is that we have to for the good of
the business model. Take what is perhaps
the single most important topic of fran-
chisee success or failure. Even though the
media and legislators argue about and use
data to support their positions regarding
franchisee success or failure, no one seems
to know what the definitions should be,
let alone the right data to use in assessing
such outcomes.

Some say franchised small businesses
are more successful than non-franchised
businesses. Others say the opposite. They
can’t both be right. Census data on small
businesses in general shows that fewer than

MULTI-UNIT FRANCHISEE [SSUE IV, 2013

half were still alive after 5 years, whether
the definition was “new establishments”
or “new firms.” If that is the bar used to
define relative success, franchising shines
as an effective business model. Unfortu-
nately, thatisn’ta very good bar to use, for
both definitional and performance reasons.

In franchising, should we talk about
the success of a unit, success of a franchi-
see entity, or success of the owners of the
franchised business? How we measure suc-
cess also must be considered. If a unit or
franchisee entity “survives” for a sufficient

There’s no perfect
definition for some
franchising terms. There
really doesn’t have to
be. What there does
need to be is a common
definition that is backed
by accurate data
reflecting that definition.

time, is that success? If the owner remains
the owner for some period of time, is that
success? Then we getinto the nuances. Ifa
single unit closes (for whatever reason) but
the multi-unit franchisee entity survives, is
that still successful? What about the op-
posite, when a unit exists for many years
but during that time one franchisee entity
failed and another succeeded?

There’s no perfect definition for some
franchising terms on which everyone will
agree. There really doesn’thave to be. What
there does need to be is a comzmon definition
that is backed by accurate data reflecting
that definition. For too long we have tried
to contort the information contained in an
FDD into things it wasn’t intended to do
and does very poorly. That is most evident
when it comes to an understanding of suc-
cess or failure in a franchise system.

Lenders mostly gave up on doing so,

turning instead to SBA statistics, only
to learn of the inaccuracies of that data.
That led to the development of FRUNS
(FRANdata Unique Numbering System)
and BCRs (Bank Credit Reports). “Conti-
nuity”is a new term defined for the purpose
of understanding success rates. Failure also
is specifically defined in BCRs, and failure
is defined at the unitlevel with comparative
performance built across franchise brands
from that definition. The beginning of a
lingua franca for franchising is under way.

Going beyond banking applications,
whatabout defining a term that relates the
training program a franchisor conducts with
the time it takes a franchisee to get a unit
toa defined level of performance? Call that
the Training Success Ratio. What about
relating the initial screening and discovery
process with the longevity of franchisees in
a franchise system? Call that the Selection
Process Index. If we can just free ourselves
from the self-imposed chains of FDD lan-
guage (thatitselfis poorly defined), we can
approach franchisee developmentand per-
formance benchmarking within and across
brands in commonsense ways.

Rather than acceptstakeholders speaking
in different dialects or being frustrated with
not being able to come up with the “ideal”
definitions for terms thatinfluence how we
operate franchise systems—and how those
outside the business model perceive our
performance—why not create reasonable
definitions and support those definitions
with good data? For the banking commu-
nity, that’s exactly what FRANdata is doing
with BCRs. We are extending the concept
of creating definitions for important fran-
chise concepts and supporting them with
data into operational performance areas.
That’s what Arab traders did for more
than 12 centuries and European traders
did for the last five centuries. And that’s
what we in franchising are going to do in
the 21st century.

Kwaheri! &

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