The Hardee'’s Dilemmea

WARD D, HARDER

On December 8, 1987, John Gibson, Vice-President and General Manager of
the West Tennessee Restaurant Corporation (WIRC), was reviewing the latest
financial statements of the company at November 30, 1987, which he and his
wife had prepared. The results showed that revenues were declining and logses
were mounting,

Gibson placed a conference call to the otber three stockholders to inform

them of the latest financial results. Jerry Soles, Fred Musselwhite.and Henry -

%xﬁoﬂm@ upset when Gibson told them the company had lost
$223,000 in the last three months,

MUSSELWHITE: “How can we make $85,000 for fiscal year ended August 31 and
turn around and lose $223,000 in September, October, and November? I just
don't understand it.”

SOLES: “Tohn, you had better have a good explanation or else-—I'm for hiring
a new general manager.”

LEWIS: “If I ran my CPA firm like we are runging WIRC, T would be out of
business . .. and that may be where we are.”

Each of the four stockholders agreed to consider varicus alternatives which
might be available to them.

ISTORY

In July 1986, John Gibson was employed as Executive Vice-President of Re-
gency Investments, Inc. Regency was organized in 1980 to secure Hardee’s fran-
chises in North Carolina. Shortly after Gibson began to work with Regency,
the company secured the franchise rights to six locations in North Georgia.
Gibson supervised the construction and o@mzogown units.

While working in North Georgia, GibSon met Neljon Storrie of Boons,
North Carolina. Storrie had secured the franchise i, to four locations in
‘West Tennessee—Lexington, Milan, Savannahrand-Waverly. (Sec Exhibit 14.1.)
He was operating under the name of H & S Restaurants. Storrie was interested
in seliing these four units because it was over 600 miles from Boone, North
Carolina, to the closest unit in Waverly. In addition, he was aware of the prob-
lems associated with absentee ownership.

Storrie opened his first unit in Lexington in May 1983, This unit had achieved
the highest sales volume of any unit. In October 1983, a second unit was opened
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Map of West Tennessee

Scale:

‘Approximately 20 miles per 1/2 inch

2 iane road

4 lane highway or interstate

E@ vannah. mwmrﬂnﬂ.upmlﬁpmﬁlw.@ubéu mancing for both units was
secured from Franchise Finance Corporation of America (FFC).in Phoenix,
Arizona. In June 1985, units were opened in_Milan and Waverly. Sales at the
(Waverly locationtrad been consistenily migher i o2 Bxhibit 142.)

With his background at Regency, Gibson was very interested in forming a
corporation to purchase the four units from Storrie. (See Exhibit 14.3.) Gibson
contacted three of bis business associates in Boone, North Carolina, about in-
vesting in this venture. Henry Lewis was a CPA who owned his own practice in
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{Confinued)

January, 1977-June, 1978
Cwner ond Manager

Fins, Furs & Feather Pet Shop
Lumberton, N.C.

October, 1975-January, 1977

Assistant Comrnissioner of Labor

North Carolina Department of Labor

Ralgigh, N.C.
Administrative and managerial employment as immediate assistant to the Com-
missioner of Labor. Duties included: directing, managing, and coordinating the
day-to-day operational functions of the department working closely with the
Deputy Commrissioner in evaluating existing programs, deciding questions of
policy, and in planning  for future services.

July, 1970~-October, 1975

Executive Vice Presidient

North Carclina Jaycees

Asheboro, N.C,
Served as chief administrator for the State Jaycee organization with overall
management responsibilities for the corporation. Duties included: supervision
of the office staff; preparing and administering yearly budget; securing corporate
sponsors for major state projects; coordinating all regional and state meetings;
ie., programs, publicity, agendas, etc.; developed marketing program for Faycee
sales items (plagues, jewelry, clothing items, ete); coordinated travel schedule
of state Jaycee president {speaking engagements); served as Haison officer be-
tween state organization and national Jaycee orgamization. Also coordinated
public relations programs.

4964-1970

Agent and Staf Manoger

State Capital Life Insurance Company

Lumberton and Newton, N.C.
Originally appointed as a sales representative and later promoted to a staff
manager’s position supervising five agents.

19581964 .

Saies Representative

Gibson Sales Company

(Wholesale farm equipment dealer)

Lumberton, N.C.
Traveled eastern North and South Carolina calling on retail farm equipment
dealers.

EDUCATION

Littlefield High School
Lumberton, N.C.
Graduated, 1958

Attended Carolina School of Broadeasting
Charlotte, N.C,
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Raleigh Institute of Realty, Inc.

Raleigh, N.C.

Graduated, 1977

{(Holder of a current North Carolina Broker’s License)
Hardee’s Management Internship

Graduated June 30, 1982

Hardee’s BASIC for Crew Selection

Presented Certificate of Achievement December 15, 1982
Hardee's Management BASIC

Behavior Assessment Selection Interview Course
June, 1985

State of Nerth Carolina, Division of Health Services
Food Service Manager's Training Course in Food
Protection and Sanitation

November, 1985 :

Hardee’s Performance Planning and Review

Tuly, 1985
PERSONAIL
Born: August 16, 1941 (age 46)
Height; & 118
Weight: 190 Ibs.
Married: 5 children
Health: Good-No physical limitations
FHobbies: Camping, Fishing, Swimming

Affiliations: Former president of Newton, North Carolina, Faycees
Life Member of the Newton, North Carolina, Jaycees
Life Member of the North Carolina, Jaycees
JCI Senator . !
Former member of the Newton, North Carolina, Elks Lodge
Member of Boone Area Chamber of Commerce .
Elected member of the Hardees Area III Business Planring
Council
Elected member of the Hardee's Marketing Advisory Review
Council (one of only 22 elected members representing the fran-
chise community in the entire Hardee’s system)
Member Milan Lions Club

Lumberton, North Carolina. Fred Musselwhite was a prominent attorney in
Boone who had an established law practice. Jerry Soles was the owner and
operator of a very successful 300-seat restaurant in Boone. He had started the
restaurant ten years before, and it was very profitable.

After an initial meeting with the three potential stockholders, Gibson sched-
uled 2 visit to each of the four units in West Tennessee. Lewis was a licensed
pilot with his own airplane. On August 3, 1987, the group flew to Jackson,
Tennessee, and drove to the Hardee’s in Lexington, Milan, and Waverly. The
weather forecast ingluded thunderstorms, so the group returned to Boone with-
out visiting the Savannah 1 cation. Additional information concerning each

.‘\ %,
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EXHIBIT 14.4 upplemental _103._&“0: on Locations ?
Y
UEXINGTON  MILAN  SAVANNAH  WAVERLY
. Population g i + -
City 6,200 <8300 7,100 5,100
County w500 <5L0007 22,000 {8,000
. Date competitors opened -
ol . :
WL ! Dairy Queen Hmm.ﬂ R%\ oo - fem
Q\A( \_ McDonald’s — 1987 —
) \ Burger King 1984 | — —
AuA | Wendy's — m,. —_ —
i Sonic EOL —_ 1981
,./ No, of major industries 18 10 7
Average per capita
income 8,659 - -10236. 7089, _ 1265

14.4) i
The group was excited about the potential of owning four Hardee’s fran-

Ecmw&éﬁﬂommoﬁmaﬁnnogoﬁmnmowmun:oﬂ&némﬂwuhnmmnmnﬁﬂmz-

% rant Corporation. Each of the four stockholders nouﬁwﬁm% capital-
ize the new corporation. 1t was agieed thar Gitsod weild resign from his current
position and move to Milan to serve as Vice-President and General Manager
of the corporation.

EXHIBIT 14.5 Actual Average Sales Volume, Hardee’s

A As of March 31, 1987, there were éﬂﬁ%m Lestanrants
wna@wﬁm@gmcab s gwaed, by Hardees and its affiliares Sorpany- |

ownéd”) in operation, Of the company-owned restaurants, 601 were in operation

for the entire 12-month pericd ending-March 31, 1987, and had sales volumes of

$600,000 or mere. The Licgnsor doe anon?n regular reports providing detailed

financial data from and consequently, the table on the following page

reflects the results of company-owned restaurants only.

The Licensor offers essentially the same services to company-owned restaurants
as is offered to licemsed restaurants of Hardee’s. The Licensor provides greater
services in connection with company-owned restaurants than it offers
Jicensees; however, the Licensor believes that this difference is generally com-
pensated for by closer control and supervision provided by individual licensees, -}

A AN
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Company-owned restaurants offer substantially the same products and services
to the public as those offered to the public by licensces of Hardee's. (Services of-
fered to the public vary in some instances, e.g, providing vaded-breakfast service
and.providing 24-hour (or extended hour) service, but such variation existS-among
both compary-owned and ficensed Testaurants and is reflected in Eommmw_ )b Data
from company-owned restaurants used in the Table represent free-standing as well
. . oo Ayl .
as mall-located restaurants. Licensed restaurants include similar _owﬁm nSin ap-
proximately the same distribution. The data presented in the table was received
from restaurants reporting on a uniform accounting method. Revenue is actual
reported sales accurnulated for a standard accounting period. Costs/operating

expenses are actual expenses paid or accrued in order to match expenses_with

_revenues. Reports are prepared comsistent with generally ageepted accounting
principles. - 2 G
‘The table.d0oes not include Hata from approximately 298 oonmv ny-owned T |

S .
taurants that Have reported gross sales volumes of less {Han F00,000, The H.zow.

sor believes that data provided from company-owned restaurants reporting sales
under $600,000 is not representative of sales and the associated costs in company-
owned restaurants or sales which may be achieved by licensed restaurants because
(a) these units have been in operation less than 12 months, or (b) these units are
its hwith fixed costs generally lower than. those shown in
the table"Ticluded in this older Testaurant category are 234 restauy
105 reached the Yreak-even point Which the Licensor-estimates ]
of these 234 restaurants are less than five me..adau.ww restaurants are overrmve,
but less than ten years old, and 106 restaurants are over 10 years old.

There were 2,442 domestic Hardee’s restaurants (both company-owned-and
licensed) opened and reporting sales for 12 continuous months ending as of
March 31, 1987. Of thess, _ao%

27
- Approximately 827 (or m%_looﬁumbz.osu& and 1,409 licensed restavrants) had
annual sales volumes in excess of $600,000.

- Approximately §9% (or 473 company-owned and 1,208 licensed restaurants) had
annual sales volumes in excess of $700,000.

- Approximately 52% (or 317 company-owned and 965 licensed restaurants) had
annual salgs volumes in excess of $806,000.

- Approximately 38% (or 218 company-owned and 711 licensed restaurants) had
annual sales volumes in excess of $900,000.

- Approximately 25% {or 140 company-owned and 476 licensed restaurants) had
annual sales volumes in excess of $1,000,000.

The highest annual sales volume for all domestic company-cwned and licensed
restaurants was $2,194,000; and the lowest annual sales volume of any restaurant
was $141,000, at a restaurant located on 2 college campus. The average annual
sales volume of domestic Hardee's company-owned and licensed restaurants was
approximately $842,000. The breags ven-pointfor the company-owned restaurants
“noted on the table is approximatein$650,000, when royalty cxpenses, depreciation
and rent are implied or inchuded wma the table. noted above, older restaurants,

for which reports are not included in the table, generally have a lower break-oven
poin he median sales volu rants was approxmately

~,
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EXHIBIT 14.5 (Continued)
Table of Horde{e's Average ;r]es!ourcm? performance: 12 Months Ending March 34, 4987

— BETWEEN $700,000  BETWEEN $600,000
REATER THAN BETWEEN $900,000  BETWEEN $800,000 00
SUMMARY ACCOUNT $4GMH.UON SALES & $999.999 SALES & $899.999 SALES & $799.999 SALES & $699,999 SAL J

Net Sales - $1,156,170 $ 043,980 3 845:4(1@;’ k3 74:,;311 S_E;;’zég
ST - S R
{ paper —47,083 — 38, TN d B
E;::a: hlc)mI:y —179,188 — 153,708 @!5*&959 - tzgzéz j ;’;;g;
Labor manager —85,857 —30,750 — 713,279 — 13’136 B 16’723
Taxes payrolt — 25,660 22,249 ~-19,669 - 5,905 _5’379
Benefits 6035 —6,080 —5959 g -2,368 —sae
Labor other —2,438 ‘ —2404 : 62,318 v _29,595 . _30,320
Utilities —35675 _ —33,.275 =322 - 9,674 —9,115
Supplies ) — 13,691 —11,808 —10,649 ﬁ9’534 _9,539
Other controliables —13,619 — 12,568 —11,199 ;3,876 _21,416
Co-op adv. expenses ' —35,883 —30,136 —26,4?1 : H,”B #3:315
Coupon food costs —14,906 —13,051 —iLt B 11,506 iy
Local non-breadcast - —13970 —14074 --13,113 3.232 —3,216
Al other advertising -3270 —-3,294 —3,256 ﬁ5,740 _6,037
Taxes property —5,005 —5,800 —5482 __; 3,159 B 13:212

Repair & maintenance —156013 — 14,326 —14,187 ,

Workers comp -6,851 —6,120 —5,880

A —5276 5,191
Other occupancy o —3215 —2,677 —3.295 —2,557 -2,219
Other expenses ~7,129 —6,237 —5.216 — 5396 .
Other incomg—exp 4,361 3,323 2,819 2,566 |
$312,262 $ 212879 S 146,289 $ 102,574 i
] Royalty expense 46,247 —37,759 —29.865 —26,153
’ Depreciation —48,571 —~48,571 —~48,571 —48,571
Rent — 28,000 —28,000 ) — 28,000 —28,000
Pre-tax profit {loss) 189,444 98,549 72,621 39,853, ~150
Pre-tax margin 164% 104% 8.6%\ 537 &%
SOURCE: Hardee’s, Inc. k_ // :\_/
NOTES: -~

Royalty rate 4.07% of net sales.

Depreciation based on straight-line method with average equipment and building package of $600,000
{equipment 3200,000, building $400,000 (inclusive of site preparation costs)), and as calculated using a seven
year life for equipment and a twenty-year life for building and site work,

Rent based on 14% of average land cost of $200,000.

No provision in the Table has been made for sitpervisory costs or other administrative overhead above- '
the store management level, .

No provié}on in !lle_']_:gblc,has.been—madafer—ﬁnanning,cos!s,ij‘_anx,_gsggcj_ale‘g_gith the purchase of equip-

-ment or gonstriction of the restaueantis).
)Qnsees arg Tequired to pay a minimum of 5% of net sales per month on advertising.

N — S I
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- hwa ) ?.LZHWO assumed the loans on the Milan and Waverly units, which were secured
. 1,7%\ 7 for 5600,000 cach at 2 fixed rate of 10%4% for fifteen years. e
® .51‘._,.: .A. . h..w .n..‘(.._kwm\u:\

.c‘..ow\nig\k. D -8
T
i ..V \

On’ August 31, 1986, Storrie sold the four umnits to WIRC for mm‘umoboo.iw%.
a $150,000 cash down payment and a note for $300,000.21 10% inte:

-~
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st for twelve
years. 1 he mventory-was valued at 840,000, which was purchased by WTRC
For cash of 540,000 in addition to the $650,000 selling price. WTRC agreed to
assume all liabilities of the lease with Franchise Finance Corporation of America
(FFC). Storrie had financed his first two unitswith FFC. Under the provisions
of the agreement, FFC owned the land, building, and equipment at the two,
Jocations. FFC negotiated a 13% fixed interest rate on the land and Building for
ten yeats, or 847 of the annual sales volume, whichever was greater. FFC set
the interest rate at 8% on the equipment for seven years. The average amount
financed by E..mu at the two locations was wmoyw.wc on Dﬁww.wmfga w%ﬁ%%%umﬂm
and m:m_ooo.wa. the equipment. At the end of the lehse perisd, the land, building,
and mmﬁvgmﬁm.moﬂ%wa “acquired for the fair market value as determined by
three independent MAY {Member of Appraisal Institute) appraisers. In addition,

IR P

Sy P
P

ool ioboerd e o £

>ORATION 1\\

The WTRC was formed when each of the four investors contributed 380,000
to form the initial capitalization of $320,000. Each stockholder owned 25% of

-

X2

> Gibson, Vice-President; and iy Tewis"
’ all ranteed the $300,000 note to Nelson Sforte, the lease to FFC, and two
notes on the Milan and Waverly units.

The stockholders were anticipating profits based on the information secured
from the Hardee’s Corporation and the sales information provided by Storrie
{Exhibit 14.2). Storrie did not provide.any cial statements to the investors,
but supplied only sales figures| by each unit. ith Gibson’s background and
experience, the other three stockholders were content in their role of absentee

investors.

Financial Infermation

During its first year of operation, WTRC reported a consolidated net income
of $84,985. The units in Lexington and Waverly reported net income of 115,237
and $45,432, respectively. In Milan and Savannah, net losses of 344,958 and
$30,726 were shown, respectively. (See Exhibits 14.6—14.10.) During September,
October, and November 1987, sales declined dramatically. At November 30,
1987, WTRG-was-showing 2 loss of $223,944. (See Exhibit 14.11.) The units at
Lexington and Waverly reported net frcomhe of 993,659 and $33,489, respec-
tively. But losses were reporfed at Milan of $38,978 and at Savannah of $39,919.

{See Exhibits 14.11-14.16.) These amounts did not include any allocations of-

the expenses of the geperel office in Milan. Gibson prepared quarterly financial
statements and distributed them to the mﬁoow_uoﬁa@

the corporation’s stock. The officers sﬂnmunim\gﬁi% ‘President; Jokin
.mm.é. The stockholders person-

368
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EXHIBIT 14.6 WestTenness estaurants, nc.
.gol_@@»mh‘w*mﬁ_ﬁma of Revénue and Bxpanses for the
Tweive Monihs Ended August 31, 1987 |

Sales $2,580,753.33  Adwerising _—~ : . .

Cost of sales >n<mwm%am national program 3 966428
Purchases food § 746,875.15 Advertising coupons & promo. 528842
Purchases nonfood 120,797.50 Advertising Jocal (1238418 )
Raw waste 13,302.75 Promotion items . [ lmu@mm%d
Finished waste 36,814.84 Advertising co-0p 286438
Purchase discounts (10,852.03) - Advertising pop kits 8,461.64

Total cost of sales $ 90650221 Billboard rent 3,350.20
Total income $1,673,851.12 Total advertising £ 20947750

Labor Occupancy
Salaries employess 3 44719148 Rent 3 379,129.72
Salaries managers 187,142.86 Repairs and maintenance 48,362.96
Payroll taxes 61,707.14 Insurance general 20,117.28
Insurance group 7,258.50 Property taxes 5,081.23
Insurance workmen'’s comp. 12,194,777 Total occupancy 3 44460121
Employees benefits 1,230.10 Miscellaneous

Total labor $ 716,724.85 Dues & subscriptions $ 170076

Manager controllables Contributions 1,304.31
Cash short & over 3 (301.00) Travel & entertainment 2,502.23
Qutside services 40.00 Taxes & Licenses 10,501.85
Uniforms 6,420.08 Office supplies & expense 624:53
Lauadry 3,807.73 Stationery & printing 53687
Store supplies 26,261.04 Postage & freight 183.82
Birthday cake 778.61 Bank charges 206.34
Office supplies 44335 Royalties 77,691.75
Cleaning supplies 4,520.26 Total miscellancous operating expense  § 9525248
Small equipment 5,593.26 Total expenses _ $1,620,690.94
Electricity, water and gas $9,387.15 Net income operations $  33,160.18.
Telephone 5,709.11 Other income ‘
Landscaping 32.33 Sale of by-product $ 129398
Waste removal 10,951.59 Commissions earned 3,180.85
Extermination 802.19 Promo item net profit § 2734096

Total manager controllables  § 154,544.90 Total income :

$ 8498457

a )
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EXHIBIT 14.7 West Tennessee Restaurants, In¢.: Hardee's of Lexington
Unit Stat d BExpenses for the Twelve

EXHIBIT'14.8 West Tennessee Restaurants, Inc.: Hardee’s of Milan
Unit Stétement of Revenue and Expenses for the Twelve

\ Months Ended August 31, 1987 zo@, s Ended August 31, 1987
es $83284138  Advertising Sales U $511,38644  Advertising ;
ost of sales Advertising national program 3 3,012.02 Cost of sales . Advertising national program $ 227742
Purchases food $235.95741 Advertising coupons & promo. 1,387.85 Purchases food $149,153.67 Advertising coupons & promo. 1,596.25
Purchases nonfood '36,249.58 Advertising local 229515 Purchases nenfood 24,016.69 Advertising local 4,589.28
Raw waste ' 3,251.01 Promotion items 21,924.42 Raw waste 4,171.24 Promotion items 18,232.08
Finished waste 10,617.74 Advertising co-op 24,849.07 Tinished waste 8,243.67 Advertising co-op 15.244.81
Purchase discounts (4,254.73) Advertising pop kits 1,820.23 Purchase discounts (1,484.95} Advertising pop kits 1,863.12
Total cost of sales $281,821.01 Billboard rent : 813.80 Total cost of sales $184,100.28 Billboard rent 1,153.80
Total income $552,220.37 Total advertising 3 56,102.54 Total income . $327,786.16 Total advertising § 44,956.76
Laber Occupancy Labor Oceupancy B
mﬁnﬁ.ﬁ employees '$134,675.32 Rent 5 90,146.32 Salaries employees § 98,745.93 Rent $102,318.27
Salaries managers 49,527.01 Repairs and maintenance 16,396.21 Salaries managers 45,258.00 Repairs and maintenance 9,333.59
Payroll taxes 18,005.57 Insurance general 502932 Payroll taxes 14,086.43 Insurance general 5,029.32
Insurance group 2,093.64 Property taxes 553.75 Insurance group : 1,506.98 Property taxes 1,092.50
Insurance workmen'’s comp. 3,063.96 Total occupancy §112,125.60 Insurance workmexn’s commp. 3,327.85 Total ocoupancy $117,773.68
Employees benefits 355.03 Miscellaneouns . Employees benefits . 295.02 Miscellaneous
Total labor . 3207,720.53 Dues & subscriptions $ 27066 Total labor $163,220.21 Dues & subscriptions $ 39281
Manager controllables Contributions 706.49 Manager controllables Contributions 223.33
Cash short & over $ (1,987.33) Travel & entertainment , 768.58 Cash short & over $  680.07 Travel & entertainment 642.62
C&ogm . 1,769.03 Taxes & licenses . 5,281.04 Outside services 40.00 Taxes & licenses 2,007.81
Laundry 817.08 Office supplies & expense 134.51 Uniforms 1,661.65 Office supplies & expense 135.69
Store supplies 7.335.07 Stationery & printing o 13193 Laundry 73445 Stationery & printing 13191
Birthday cake . 7922 Postage & freight T4.90. Store supplies 6,397.06 Postage & freight 3092
Office supplies 81.90 Bank charges 48.30 Birthday cake . 569.40 Bank charges 51.70
Cleaning supplics 1,388.49 Royalties ‘ 25,144.96 Office supplies 121.61 Royalties 14,116.01
‘Small equipment 1,813.09 Total miscellancous ounﬂmn.m expense $ 32,561.77 Cleaning supplies 1,009.66 Total miscellaneous operating expense § 17,732.80
Electricity, water and gas 23,566.55 ‘Total expenses $446,713.51 . Small equipment 1,514.50 Total expenses $379.46327
Telephone 1,745.84 Net income operations $105,506.86 o Electricity, water and gas 19,228.07 Net income operations n\wﬂ.rmmwm N
Landscaping 32.33 Other income . ”“..‘ Telephone 1,374.88 Other income b \wu
Waste removal —-1:33230—~  Sale of by-product $ 72656 Waste removal 214847 Sale of by-product $ 25703
Extermination 200.00 Commissions earned 1,041.54 Co Extermination © 30000 - Commissions earned 49351
Total marager controllable $ 38,203.07 Promo item net profit 3 7.962.04 : Total manager controllables $ 3577982 Promo item net profit § 596845
Net income 3115,237.00 B ' Net income (Loss) $(44,957.72)

. v | E X
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EXHIBIT 14.9 West Tennessee Restaurants, Inc.: Hardee's of Savannah .w EXHIBIT 44.10 West Tennessee Restaurants, Inc.: Hardee’s of Waverly 4
Unif Statement of Revenue and Expenses for the Twelve : Unit Statement of Revenue and Expenses for the Twelve
Months Ended August 34, 1987 Months Ended August 31, 1987

Sales " $574,524.52 Advertising Sales 8660,301.19  Advertising :

Cost of sales Advertising national program $ 209742 Cost of sales Advertising national program 3 22742
Purchases food $178,589.10 Advertising coupons & promo, 1,433.24 Purchasss food $185,178.97 Advertising coupons & promo. 871.08
Purchases nonfood 29,741.67 Advertising local 7.046.85 Purchases nonfood 30,789.56 Advertising local 4,952.80
Raw waste 4,377.31 Promotion items 21,948.82 Raw waste 1,503.19 Promotion items 18,858.88
Finished waste » VT 659732 Advertising co-op 17,061.22 Finished waste 11,356.11 Advertising co-op 25,709.28
Purchase discounts {2,715.67) Advertising pop kits 2,252.77 Purchase discounts (2.436.64) Advertising pop kits 252572

Total cost of sales $216,589.73 Billboard rent 1,358.80 Total cost of sales o D Ammmp,mw:w L,,. Billboard rent 2380
Total income $357,934.59 Total advertising $ 53,199.12 Total income $435,91000 Total advertising $ 55,219.08

Labor Occupancy Labor Occupancy
Salaries employees 106,847.73 Reat § 90,665.13 Salaries employees $106,922.50 Rent 8 96,000.00
Salaries managers 45,598.47 Repairs and maintenance 8,176.46 Salaries managers 46,759.38 Repairs and maintenance 6,456.70
Payroll taxes 14,731.76 Insurance general 5,029.32 Payroll taxes 14,883.38 Insurance general : 502932
Insurance group 1,913.84 Property taxes 1,633.75 Iasurance group 1,744.04 Property taxes 1,801.25
Insurance workmen’s comp. 3,165.00 Total occupancy $105,504.66 Tnsurance workmen's comp. 2,637.96 Total occupancy $109:287.27
Employees benefits 250.03 Miscellaneous Fmpioyees benefits 330.02 Miscellaneous

Total labor $172,506.83 Dues & subscriptions § 30834 Total labor 517327728 + . Dues & subscriptions $ 72895
Manager controllables Contributions 278.30 Manager controllables Contributions wm..G
Cash short & over 52712 Travel & entertainment 675.59 Cash short & over § 47884 Travel & entertainment AHWE
Uniforms 75448 Taxes & licenses 1,428.06 Uniforms 2,204.92 Taxes & licenses 578494
Laundry 1,086.78 . Office mzmv:nw.%n expense 23942 Laundry 1,169.42 Office supplies & expense 11493
Stere supplies 6,431.79 Stationery & printing 137.91 Store supplies 6,097.12 Stationery & printing 133.12
Birthday cake 148.98 Postage & freight 30.09 Birthday cake (18.99) Postage & freight 4791
Office supplies 139.85 Bank charges 73.93 Office supplies 99.59 Bank charges 3241
Cleaning supplies 1,160.85 Royalties 17,279.45 Cleaning supplies 961.26 ‘Royalties 21,151.33
Small equipment 1,366.99 Miscellaneous operating expense 8 204351.09 Small equipment 998.68 Total miscellaneous operating expense  $ 24,506.82
Electricity, water and gas 26,276,356 Total expenses $397,190.75 Electricity, water and gas 20,315.97 Total expenses §397,31541
Telephone 163419 Net income operations $(39,264.16) Telephone 954.20 WNet income operations 8§ 38,594.59
‘Waste removal m.r 582946 & 7 Other income Waste removal 1,641.36 Qther income
Extermination 3 TTS0.00 Sale of by-product $ 158004 Extermination 122,19 Sale of by-product $ 15035
Total manager controllables $ 45.537.05 Commissions earncd 764.60 TFotal manager controllables $ 3502496 Commissions earned 880.80
Prome item net profic 7,613.28 ' Promo item net profit $ 580619
Net income $(30,726.24) Net income J 45431.93

Ly
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XHIBIT 14

11

West Tennessee Restaurants, Ing

Consolidated Statement of Revenue and Bxpenses
For the Cne Month and Eleven Mornths Ended
Novernber 30, 1987 (Unaudited) '

YEAR TQ DATE
CURRENT MONTH (11 MONTHS)
Amount % Amount %
Sales
Sales food $199,834.60 100.0 $2274,682.12 100.0
Gift certificates 0.00 0.0 19,50 0.0
Total sales 3199,834.60 100.0 $2,274,701.62 100.0
Cost of sales

Purchases food
Purchases nonfood
Raw waste
Finished waste
Purchase discounts
Total cost of sales
Total income
Labor
Salaries employees
Salaries managers
Casual labor
Payroll taxes
Insurance group
Insurance workmen’s comp.
Employse benefits
Total labor
Manager controllables
Cash short & over
Uniforms
Laundry
Store supplies
Birthday cake
Office supplies
Cleaning supplies
Small equipment
Electricity, water and £as
Telephone
Landscaping
Snow removal
Waste removal

§ 57,386.01 287 % mmm,uwm..g 28.3

10,000.67 50 7 107,029.64 47
1,169.33 0.6 15,881.64 0.7
608.60 0.3 13,090.53 0.6

(691.11) (0.3) (9,770.66} (4

8§ 68,474.38 343 § 751,827.16 34.8

$131,360.30 63.7

E 191 § 402,074.65 177

(1348805 D67

$1,482,874.46 65.2

157,180.41 69

___6om 0.0 413.78 0.0
4,716.98 24 55,318.61 24
1,320.16 07 7,286.61 03
800.49 0.4 10,898.62 05
0.00 0.0 350.00 0.0

$ 38,482,588 293  § 63352268 2790

$ 38443 02 § 304381 0.1
575.02 0.3 603291 0.3
138.10 0.1 3,016.94 0.1

2,406.42 12 . 21,35397 09
64.25 00 . 753.60 00
15.00 0.0 400.71 0.0

$34.93 0.4 3,53268 02
139.05 0.1 4,800.63 0.2
6,752.60 34 87,681.31 39
356.70 0.2 5388.65 02
0.00 0.0 3233 0.0
0.00 0.0 12,00 0.0
$99,23 04" 11,462.95 0.5

YEAR TO DAIE
CURRENT MONTH (11 MONTHS)
Amount % Amount %
Extermination 89.00 0.0 890.77 0.0
M%m%oﬂ%ﬂﬂmﬂ $ 12,654.73 6.3 $ 148,611.26 6.5
Advertising
Advertising national $  800.00 0.4 3 9,204.60 04
program
Advertising coupons & 929.24 0.5 9,205.84 04
promo.
Advertising local 855.55 0.4 16,246.46
Promotion iterns 3,538.57 18 62,844.43
Advertising co-op 6,481.39 32 73,830.51
Advertising pop kits 1,062.35 G.5 10,611.57
Billboard 750.00 04 7,110.35
Total advertising $ 1441710 72§ 189,143.76
Occupancy
Rent § 31,405.39 157 3 34543929
Repairs and maintenance 3,015.38 15 39,500.83 1.7
Insurance general 2,600.59 13 20,264.14 0.9
Total occupancy § 37,021.86 185  $ 40523326 17.8
Misc. ovnnm.mum. eXpenses
Dues & subscriptions 3 58.30 0.0 $ 148425 0.1
Contributions 0.00 0.0 435.60 0.0
Travel & entertainment 246.60 0.1 2,004.66 0.1
Taxes & licenses 524,50 0.3 11,499.51 0.5
' Office supplies & expense 0.00 00 8842 0.0
Stationery & printing .00 0.0 22745 0.0
Postage & freight 2190 0.0 216.90 0.0
Bank charges 13.77 0.0 195.65 0.0
RFalties 6,070.11 30 68,657.88 3.0
Misc. operating expense 5 693518 35 § 8489372 3.7
Total expenses $129,511.75 64.8 $1,461,410.68 64.2
Other income
Sale of by-product $ 56.13 00 3 916.56 0.0
Commissions ¢arned 0.00 0.0 2,647.46 0.1
Promo item net profit 1,908.73 1.0 2322284 1.0
Total other income (loss) $ 196486 10 $ .wmhmm‘mm 1.2
—_ = me%sm%_ﬁmwm%w&nn N TS T 4825044 T2
Labo ™ T ‘
Officers’s salaries § 238461 14§ 3211530 1.4

{Continued)
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XHIBIT 14.14 {Continued)
CEXHIBIT 14.12  West Tennessee Restaurants: Hardee’s of Lexingion L

YEAR TO DATE Unit Staternent of Revenue and Expenses 7_
; Mhmmmzﬁ MONTH (11 MONTHS) for the One Month and Eleven Moniths Ended |
(ua = ount ® Amount % Novernber 30, 1987 (Unaudited) !
ric Emnmmﬂm, . 0. !
omm M.o o YEAR TO DATE W
£98.30 o.m 488431 0.2 CURRENT MONTH (11 MONTHS)
Tos—workers comp m_.E o.o Ho.mwm.wm 03 Amount % Amount, %
. - . .32 0.0 i
va.u..n.oum taxes 25 Sales @) wxﬁ\w\mr\n\\ % - V > nL
5.40 0.1 g & e
Labor total T T Aeaag 02 Sales food = gpawa 1000 (samazy/ 1000
047 0§ 5588149 25 - -
Manager controllables Total sales M $63,419.12 100.0 $734:74721 .Hoo.o
Vehicle expense $ 0.00 Cost of sales
. 0.0
Utities 10755 o1 5 HVMMQ.S 0.1 Purchases food $1817751 287  $209870.18 286
Telepbone 65313 03 . %sz 0.0 Purchases ponfood 3,269.83 52 32,125.44 44
Office rent 300.00 o.m ->40.65 04 Raw waste 21327 0.3 3,627.39 0.5
Total manager - 210000 0.1 Finished waste 156.15 02 3,160.01 04
controllables $ 1,060.68 05 § 1295449 06 Purchase discounts (29843 _{0.5) (39%9.57 (05
Occupancy ’ ‘ Total cost of sales $21,518.33 339 $244,82345 333
anoa.mwﬂwou expense (,m 9,044.48 4.5 $ 10893086 43 Total income $41,900.79 66.1 $489,918.76 66.7
preciation 656.67 0.3 5.349.79 Labor
- 3 . O.N
Insurance general 32.7% 00 7492 00 Salaries employees §11,321.12 179 $120,527.17 164
Insurance group 293.22 C.1 1,878.76 o.H Salaries managers 3,438.20 54 43,7187.66 6.0
Mic et s 002 S0 SRR TS Pat e g a1 .ads 22
2yTO] = | . ,310, .
Miscellaneous 3 £5.00 00 $ 146858 01 Insurance group 300.64 0.3 2,035.82 0.3
Dues & subscriptions 75,95 00 296.28 o.o Insurance workmen'’s comp. 2061.00 0.3 2,699.97 0.4
Contributions 0.00 . Employee benefi 0.00 6.0 160.00 )
. x 0.0 50.00 0.0 mployee benefits . . ) 0
Travel & entertainment 404.90 02 830530 © 04 Total labor $16,601.00 262 S185731.16 (25
Taxes & license 0.00 11, . M trollabl
i . 00 911.68 o anager controilables :
Office supplies & expense 17973 0.1 3.213.64 0 w Cash short & over $ 31276 0.5 % 1,054.88 01
Printing ’ . i _ 237.89 03
. 0.00 0.0 2889 0 Uniforms 289.16 05 2,237, .
Postage ™"~ 289.25 o 3.690.31 o.m Lavadry 48.73 0.1 742.63 0.1
i,w»a,” charges 90.00 0o 3478; 3 J o.u Store supplies 53340 0.8 587582 0.8
Interest expense {\% 14.93 3.0 dj 6 N..m Birthday cake .50 00 106,51 0.0
S _ .
Lt tore perl B A Conming sy wie 03 ems o
K . 02 4.058.27 0.2 i . eaning supphes Ri8) . M0,
Moa_ misc. operating - : i Smalt equipment 2749 0.0 1,494.79 0.2
HMQ_H% | 5 860392 43 3 10005736 44 * Electricity, water and gas 1,83042 29 23,251.83 32
ﬁuwammcﬁ & ad. s 2573910 o \:/ ] Telephone 94.85 0.1 1,571.87 02
,739. . 5 289,127 ) = i
AH_AQ uowanmmnm income - ’ r@ " ﬁmmow.%h“m 1 NNMMW MM 2 owwww MM
088 $(19.925.78) - (10.0 g ¢ remova y ! '
Other income = ) HE ) JOMATI2Y ) 00§ | Extermination 20.00 00 200.00 00
- - ] Total manager controliable $ 3,594.19 57 3 39,869.42 5.4
- - : { Continued)
\\ .
e s ‘
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CHIBIT 14.12

2 INDUSTRY FIVE/RESTAURANT—EAST FCOD

{Confinued) West Tennessee Restaurants: Hardee's of Lexington

3 93,659.07

YEAR TO DATE
CURRENT MONTH " (11 MONTHS)
Amount % Amount %
Advertising .
Advertising national program 5 20000 0.3 $ 2,874.60 04
Advertising coupons & promo. 24745 04 243318 03
Advertistug local 201.54 03 1,993.21 0.3
Promotion items 963.01 1.5 16,025.80 22
Advertising co-op 1,924.92 3.0 22.219.68 30
Advertising pop kits 278.85 04 2.466.76 03
Billboard rent 160,00 0.3 1,238.80 0.2
Total advertising 3 397577 63 3 4525203 6.7
Occupancy
Reat $ 7,407.08 117 $ 81,477.88 111
Repairs and maintenance 185.07 0.3 14,267.55 1.9
Insurance general 316.25 0.5 4,700.12 0.6
Total occupancy $ 7,908.40 12.3 $100,445.55 13.7
Miscellatieous
Dues & subscriptions £ 000 0.0 5 22816 0.0
Contributions 0.00 0.0 400.00 0.1
Travel & entertainment 0.00 0.0 353.59 0.0
Taxes & licenses 178.75 0.3 5,579.50, 08
Office supplies & expense 0.00 0.0 2149 0.0
Stationery & printing 0.00 0.0 58.18 0.0
Postage & freight 2.80 0.0 96.20 00
Bank charges 090 00 144 00
Royalties 1,924.92 30 2221968 30
Mise. operating expense § 2,115.37 33§ 2895824 39
Total expenses $34,194.73 $404.256.40 55.0
Other income
Sale of by-product $ 2343 $ 23638 0.0
Commissions earned 0.00 810.66 0.1
Promo item net profit 507.28 §,948.17 0.9
Total other income (loss) 3 53001 3 799671 1.1
Net income (loss} bef. G.&A. § 823697 3 93,659.07 127
Net operating income (loss) 3 823697 § 93,659.07 12.7
Net tncome ([oss) bef. taxes $ 8,236.97 $ 93,659.07 127
Net income (oss) 3 8,236.97 12.7

N

West Tennessee Reslaurants: Hardee’s of Milan

Unit Statermnent of Revenue and Bpenses
for the One Month and Heven Months Ended
Nevember 30, 1987 (Unaudited)

_VD

YEAR TO DATE
CURRENT MONTH {14 MONTHS)
Amount % Armount %

Sales
- Sales food
Total sales
Cost of sales
Purchases food
Purchases nenfood
Raw waste
Finished waste
Purchase discounts
Total cost of sales
Total income
Labor
Salaries employees
Salaries managers
Casual labor
Payrell taxes
Insurance group
Insurance workmen's comp,
Employee benefits
Total labor
Manager controllables
Cash short & over
Uniforms
Laundry
Store supplies
Birthday cake
Office supplies
Cleaning supplies
Small equipment
Electricity, water and gas
Telephone
Snow removal
Waste removal
Extermination
Total manager controllable

$4223801 . 1000

n@ww.oom@ 100.0

$42,23801 100,0 $458,003.00 100.0
$11,171.14 264 $133,44045 29.1
1,600.17 38 21,515.90 47
183.06 04 4,661.29 1.0
106.03 03 3,376.89 0.7
(89.45) (©0.2) (1,304.68) (0.3)
$12,970.95 307 $161,689.85 353
$29,267.06 693  $206313.15 64.7

$.84453~___200  _S.863724 189 -

ﬂ 345845 82 . 3747051 8
000 T 00 50,20 0.0
1,106.74 2.6 12,158.80 2.7
33596 0.8 1,653.27 04
199.83 0.5 3,047.11 0
A 0.00 0.0 150.00 00
$15.546.20 321 514960113 308
$ 5211 o1 3 53004 01
176.93 0.4 1,674.76 0.4
.00 0.0 48937 01
581.81 14 5,163.09 1.1
4975 0.1 634.85 01
827 0.0 49.49 00
121.53 0.3 73959 0.2
69.32 02 1,471.39 03
161110 33 20,760.17 45
98.77 0.2 1,570.83 03
0.00 0.0 12.00 00
197.61 0.3 1,961.50 04
25.00 01 330.00 01
$ 299220 7.1 $ 35187.08 7.7
( Continued)

363

-



364 INDUSTRY FIVE/RESTAURANT—FAST FOOD CASE 14/THE HARDEES DILEMMA 365
. ) e
EXHIBIT 14.13  (Continued) EXHIBIT 14.14  West Tennessee Restaurants: Hardee’s of Savannah
YEAR TO DATE Unit Staternent of Revenue and BExpenses
CURRENT MONTH {11 MONTHS) for the One Month and Eleven Months Ended
- Amount % Amount % November 30, \_\o Unaudited)

Advertising . ] [y - ’ YEAR TO DATE
Advertising national program ~ § 20000 05§ 214000 05 CURRENT MONTH (11 MONTHS)
Advertising coupons & promo, 225.25 0.5 2953.22 0.6 Arnount % Atnount %

, Advertising local 28.00 01 3,512.03 08 Sales
HMMHH tems 71662 17 14,342.22 3.1 Sales food 4007062 1000 $481.23649 1000
YermsIng corop. 1,284.24 30 13,829.37 30 Total sales $40,07062 1000  $48123645> 1000
>.a<nna§m pop kits 252.99 [¢X] 2,356.46 05 Cost of sales )
W_MHM_:HMM&% L 215138 05 Purchases food $1200998 300  $14821975 308

Ocoupancy U 72§ 4128468 9.0 .Purchases nonfood 232473 58 25,343.34 53
Rent $ 2458.31 200 Raw waste 33448 0.8 4,820.56 1.0
Ropaits and maiaicnance el o $ 93,041.41 Finished waste 97.58 0.2 2,412.33 0.5
Tasurance geaeral wvmmMHMM ;W.H 9,404.31 Purchase discounts (153.65) {0.4) (2,311.38) 0.5

Total oconpan ’ 39 6,185.14 Total cost of sales $14,613.12 365 317848460 37.1
. pancy s143558 (1 ) §108,63086 Total income $25,457.50 635  §302,751.89 629

Miscellaneous Labor

WMWHMMMMM_AESM 3 ww.wm 01 8 34300 0.1 Salaries employees $ 795204 198 59227834 192
Travel & sonorta : 0.0 10.00 0.0 Salaries managers 3,199.11 80 3699177 7.1
Tacs & 1 amment 0.00 0.0 487.66 0.1 Casual labor 0.00 0.0 1843 0.0
mHMHQ Muwnﬂwbﬁm ﬁw.wm 03 2,135.62 0.5 Payroll taxes 929.70 25 12,887.99 27
Postage & freight o.oo 0.0 5517 0.0 Insurance group 309.63 08 1,766.11 ‘ \P#
Bank charges Hm.w 0.0 3424 0.0 Insurance workmen’s cormp. 199.82 0.5 2,773.41 0.6
Roval 87 00 130.47 0.0 Total labor $12,650.31 316 14671605 305
.V_. ] ) 1,284.24 ......s.....whmv.l 12,523.65 2.7 Manager controllables P
,Hs_mo. operating expense $ 1,440.77 34 3 1571981 34 Cash short & over $ (3741 0.1 3 656.61 \\Q.H
ot ﬁ.;a expenses . $32,450.94 76.8 $341,723.56 74.6 Uniforms 21.31 0.1 59326~ 0.1
mmﬂn wawﬂws . - Laundry 6262 02 92430 02
Compmissi - 0.0 § 28203 0.1 Store supplies 481.91 1.2 5,047.62 1.0
ssions carned 0.00 0.0 653,16 0.1 Birthday cake 8.00 0.0 10648 0.0
Promo itemn net profit 645.31 LS 5:496.74 12 Office supplies 0.00 00 99.62 00
Total other income (loss} $_65331 15§ 643193 14 Cleaning supplies 203.30 05 815.01 02
Net income (loss) bef. G.&A.  §(2,53057) (60)  ${3897848) {8.5) Small equipment 42.24 0.1 757.68 02
Netoperating income Qoss)  $(2,530.57)  _(60) 3(3897848 _(59) Electricity, water and gas 1,630.82 41 25,364.18 53
Net income {loss) bef, taxes £(2,530.57) 60)  $(38,97848) (8.5) Telephone 3383 0.1 1,430.06 0.3
Net income (ioss) $253057) _(60) 3(3897848) (85 Waste removal 27226 07 5,641.52 12
Extermination 20.00 0.0 200,00 0.0
Total manager controllable § 2,738.98 6.8 3 41,636.34 8.7
’ {Continued)




EXHIBIT 14.15  WestTennessee Restaurants: Hardee's of Waverly

Unit .wﬁﬁ.gm% of Revenue and Expenses
for the One Month and Eleven Months Ended

-

XHIBIT 14.14 (Continued) West Tennessee Restaurants: Hardee's of Savannah

YEAR 1O DRI November 30, 1987 (Unaudited) S
CURRENT MONTH {11 MONTHS) . YEAR TO_DATE
Amouridt % Amaunt «° CURRENT MONTH {11 MONTHS)
Advertising ) AMOUNT % AMOUNT %
>m<nuﬂwmmnm national program 3 200.00 0.5 § 214000 04
>a<nﬁwmmﬁm coupons & promo. 22725 0.6 1,998.02 04 Sales . g5
Promotion fums pee M0 ema i s T e b
on items 91529 23 17,364.39 36 O . . .
MMEBMEM co-op 1,215.84 20 14,504.58 30 . .H.wnmu.ﬂ mm._aw $54,106.85 100.0 $600,719.92 100:0
vertising pop kits 251.66 0.6 718.99 ost of sales .
Billboard rent 27000 01 M« 4 H.mq MM Purchases food $16,028.18 29.6 $174,065.63 290
osanw_ advertising $ 347520 87 54793515 100 wﬁ%.aw nosfood pmmm.ww : Nw NM“MM.MM MM
cy aw waste . . . ; .
Rent $ 7,540.00 188 $ 8294000 172 Finished waste 24684 0.5 4,141.30 07 .
Repairs and maintenance 814.72 2.0 6 qu....“uo H.L. Purchase discounts (149.58) {0.3) (2,195.03) ©04)
Insurance general 31091 0.8 ».mwm 44 .o k Total cost of sales $19,371.90 358 $206,829.26 344
i Totzl occupancy $ £.665.63 76 $ 94,366.64 XY Total income 834,734.95 64.2 $393,890.66 65.6
iscellaneons * Labor ) : .
Dues & subscriptons $ 1200 0.0 $  269.50 01 Salaries employees $10,378.01 19.2 $102,897.30 171
Travel & wu"nn&u.ﬁaﬁ" 22220 0.6 64835 01 < Salaries managers 3,3922% 6.3 3893047 Mu
MMQ & ﬁomnmnm 80.22 02 1,494.02 03 Casual labor —————u— 60 0.1 74.72 .0
Statonery &y e W Loreses group Ves o1 e on
printing 0.00 00 5892 _ : - . o .
Postage & freight 0.00 0.0 28,46 NM .w Insurance workmen’s comp. 199.83 0.4 2,378.13 04
Bank charges 0.00 0.0 37.00 00 Employce benefits 0.00 0.0 100,00 00,
W@Eaﬁ . 1,215.8 ,,_. 30 14,504.67 30 Total labor $15,685.28 29.0 $160,174.34
Misc. operating expense 5 1,530.26] 38 $17,09733 e , Manager controllables .
Saw S A Caserson s owr o ws o
er income ) niforms K . ,527. .
o ot BB 00 s o S oo % 15 saws 09
HuoBEa.muoE earned 0.00 0.0 S 5337 61 mono, supplies - o.co o. bwA.NA ’
romo item nwﬂ profit 302.47 O] 435478 0.9 Birthday n&.na 1 ..o 94.24) {0.0)
u.oﬁ.H other incore (loss) $ 31247 8 5 508054 i1 Ommoo. supplies . .00 0.0 §2.19 0.0
Net Enoan Qo.wa bel, G.&A. $(3,290.41) (8.2 3(39,919.08) 8.3 : ) Cleaning muzwuwzu 308.47 0.6 . 92842 0.2
Net wvnnmnum income (loss) $(3,290.41) 82)  $(39919.08 (83) Small .nmEanR 0.00 0.0 107677 .02
Net income (loss) bef, taxes $(3,29041 . _(82) $(39.915.08) 83) Electricity, water and gas ‘ 1,680.26 31 Hm,wom..Hm 30
Net income (loss) 5329041, (82)  $(39919.08)  (83) ﬂ_amwono " wwwm M.M waw M,w
e aste remov: . . W11 .
: Extermination 24.00 0.0 16877 - 0.0
T - Total manager controllable $ 2,329.26 62 $ 31,91848 53
B ( Contired)
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S / |
HIBIT 14.15 (Continued) West Tennessee Restauranis: Hardee’s of Waverly EXHIBIT 44.16 West Tennessee Restaurants, Inc.
YEAR TO DATE Consolidated Balance sheet For the Month Ended :
CURRENT MONTH (11 MONTHS) November 30, 1987 (Unaudited)
AMOUNT % AMOUNT % )
Assafs
Current assets
Advertising Cash on hand § 220000
Advertising national program 3 20000 04 3 2,140.00 04 Cash in bank—Cheddng #1 34,206.32
Advertising coupons & promo. 229.28 04 1.821.42 0.3 Cash in bank—Payroll 8232
Advertising local 230.85 0.4 395342 0.7 Cash in bank—Savings 32,000.00
Promotion items 943.65 17 15,112.02 25 Cash in bank—Checking #2 597.06
Advertising ¢co-op ’ 2,056.3% 38 23,276.88 38 Cash in hank—Checking #3 268.34
Advertising pop kits 278.85 0.5 3,069.36 0.5 Cash in bank—Checking #4 316.65
Billboard rent 0.00 0.0 1,298.80 02 Cash in bank—Checking #5 569.79
Total advertising $ 3,939.03 7.3 3 50,671.90 84 Cash in bank—Checking #7 47.06
Occupancy . ccounts receive.~~Employess 288.07 -
Rent $ 8,000.00 148 $ 88,000.00 14.6 ﬁ%ﬁo@lro&ﬁmﬂou 20,254.47
Repairs and maintenance 70134 13 9,100.77 15 Tnventory—Savanmah 14,541.68
Insurance general 31091 0.6 4,880.44 0.8 ventory—Haverly 13,051.76
Total occupancy $ 9,01225 167 $101,790.21 169 ventory—Milan 1349203
Miscellaneous . , Total current assets 13191555
Dues & subscriptions 5 1100 0.0 64350 0.1 Fixed assets .
Contributions 0.00 0.0 25.00 0.0 Machinery and equipment $ 2941222
Travel & entertainment 24.40 0.0 613.06 0.1 Vehicles 7,174.49
Taxes & licenses 147.17 0.3 2,290.37 04 Actumulated depreciztion (8,991.38) )
Office supplies & expense 0.00 0.0 2.61 Q.0 Total fixed assets 27,59533
Stationery & printing 0.00 0.0 55.18 0.0 Other assets
Postage & freight . 12.10 0.0 58.00 00 License agreement—Lexington $ 37,000.00
Bank charges 0.00 0.0 26.74 00 License agreement—Savannah 37,058.00
Royalties 1,645.11 3.0 19,409.88 32 License agreement—Waverly 37,285.00
Misc. operating expense - $ 1,839.78 34 $ 23,124.34 3.8 License agreement—Milan 37,285.00 i :
Total expenses $33,805.70 62.5 $367,679.21 612 Goodwill 15,000.00
Other income ) A Organization expense . 362.50
Sale of by-product $ 1450 0.0 3 20561 0.0 0 Covenant not to compete 745.95
Commissions earned ©0.00 0.0 649.92 0.1 Utility deposits 6900007 e
Promo item net profit 453.67 0.8 6,421.95 1.1 R ) Development agreement—Hardees - 37,499.95
Total other income (loss) 3 468.17 0.9 $ 727748 12 agreement—Lexington 132,365.85
(= e | 4
M. MaMwB (loss) before $ 139742 y § 3348893 56 “Lease mm_.dasnawwmmng _h HMMWNMWN -
Net operating income (loss)  § 139742 26§ 3348803 i ._ case »M_gﬂsﬁl . N, T \ $511,982.80
Net income (loss) bef, taxes  § 139742 76 S 3328893 56 , Total other assets . S~ S6TLA95
Net income {loss) 3 1,39742 26 5 3348893 56 ] : Total assets = | ——
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% In addition| McDonald’s jopened a new stors in September

1987, across the street from Hardees
The Waverly unit has had only one manager since it opened. Sales have been

_ INDUSTRY FIVE/RESTAURANT—FAST FOOD

S
HIBIT 14.16 {Continued) West Tenessee Restaurants:
Consolidated Balance Sheet

Liabiliies ond Equity — fairly mﬂgn at this _.onmﬁou. ) )
Current liabilities ,lJ At Milan, different managers have been employed since the unit began
Accounts payable £154.700.76 operation. This has been a congtant concern »..9.‘ Gibson: He Eﬁﬁmmmﬂlomm%;\l\\\
FICA tax payable o the Milan store the mwoﬁHNR of his operation. Sales have been very disap-
Federal withholding payable 14.48
- Accrued state unemployment 1,944.84 :
Accrued federal unemployment 576.53 Additional Information
Accrued salarics 0
Accrued interest WMMHWWM Hb%oww . wm 6. .ﬁwcmou moomm& the %ﬁHoku%\Hnﬂ %mwﬁﬂ%gmnﬂo MOOch
an ton ‘County. Jackson, the county seat of Madison County, has a popu-
wwoowm “ﬂmwwmwmn Hﬁwumwmmw Jation of qmvo.oo. Union City in Obion County has a po HBPb% 10,500. In
Notes payable—H&S Rest Np.wmq.mH order to finalize the agreements for the development rights, Gibson had to send
" otk $25,000 to the Hardee’s Corporation in Rocky Mount, Nozth Carolina.
Notes payable—stockholders 59,059.16 : {bson contacted FFC to secure information relative to building additional
Total current liabilities 306,405.15 units in Jackson and Union City. The management of FFC was willing to pro-
Long-term liabilities vide fifsticing 57 BT GG with no money down. In fact, financing in excess
Notes payable—H&S Rest. $446,405.26 of the cost of constructing a unit could be secured. Joe Adams of FFC men-
Notes payable—stockholders 208,058.96 tioned that funds in excess of $100,000 were provided to Nelson Storrie in order
Total long-term liabilities - 65446422 to start his businesses in Lexifizion an annah, @.ﬁmbbupﬁgﬁﬁ% con-
Total liabilities $960,869.37 vince the other stockholders to build\units in the two other locations\lt was
Stockholders’ equity a consensus of the other stockholders tq make this decision after the business
Capital stock outstanding 8 40000 o e T
. e i o e n-December-15;-1987; Soles; Lewis, and Musselwhite met at Musselwhite’s
Mmﬂ”.wahw”“m% begianing me!uwwmmw‘x law oHow to discuss the financial condition of WIRC and to review the latest
Total stockholders' equity e (289,375.69) financial statements.y ‘
Total liab. & stockholders® equity” % _md,%w”mm MUSSELWHITE: “T still for the life of me can’t urderstand how we could make
, et A mmm»boo in our first year of operation and lose $248,000 in the first three months
. of the second year. I can’t understand these financial statements. Something is
Organization fé.# 4 . 1 (fishy about this whole thing”
: Sl . SOLES: “Is John stealing us blind? Let’s fire him and find us somebody clse to
WTRC has 130 employess in four locations. Each unit has a manager, three zun thisoperation” ...
assistant managers, and two breakfast supervisors. The managers’ salarics range " LEWIS: “Let’s look at our alternatives, Maybe we could| sell to Boddie Noell'7- =
) »,noa.b mmoboo to $25,000 per year. All other employees are.hired on a part-time,_ " whoe-owns-ever-ten-Hardee's units in West Tennessee.” " b
<bast=-Their wages range from $3.35 to $5 an hour. Gibson and his wife are in ; ) e

MUSSELWHITE: “What do we hav sell?”

e ————
LEWIS: “Let’s try to sell miwoﬁ unitsland not just the Lexington and Waverly
units.”

SOLES: “Does anybody want to go to West Tennessee and try to save our in-

charge of the daily operations. Gibsen earns $36,000 and his wife earns $12,000
annually.

The manager of the Lexington unit has been employed since the unit opened.
He takes a great deal of pride in his job and is very active in commumity

activitie; 2 vestmént? Henry, you n t
ﬂwmw avannah location] has had three different managers since the unit SOLES: “Is there anyway we can get out of the 137 fixed payment on the ﬁmmw.w
opened. Several oE&/EnH coﬁwm&uﬁm have been received on the quality of the o @nﬁg@ interest rate is now under 10% and we are still paying 13%.” P

\
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MUSSELWHITE: “It’s iron clad. They would be stupid to let us out of the lease,
I don’t think we can buy Gurway out.”

Lewis suggested that cach stockholder could contribute some additional

funds t E_aomﬂ Nwm corporation.
b

1
SOLES: “Ho Bzomm._o we need to contribute?”

\\Hb.mﬁmmuo&am wosEzowéoEmwm H.onﬁanavwcﬁrnwbws_ﬁgwgmﬂo
teduce {he dccounts payable.y 1/

SOLES: “T want to be sure that John puts in his fair share,”

MUSSELWHITE: “Do¢ you think we could borrow some money from some of the
H\owa-.gmwm in each town where we do business? I know that we would have
,\nﬁaon guarantee anything that we borrow.”

LEWIS:~*We don’t have anything to use for coliateral in Lexington or Savannah,

I doubt that the bank in Milan would loan us anything based op-our-profit—

and ioss there2

Musselwhite commented th Gibson had never paid the $25.000 to Hardeg
for the development rights to ison and Obiorrcounties. Someone from
Hardee’s main office had told him that this w 5’ now open territory berause

LEWIS: “It looks like we made Storrie a rich man, and We are now paying for

long-range plans!if we plan to stay in business.™ 7
SOLES: “What shall we do to get out of this dilemma?”

our ignorance. We need to find some short-term solutions and formulate some -\

i
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Pioneer Hi-Bred International, Inc.

J. DAVID HUNGER @ DEBORAH READING © DAVID SAVERAID
WMARRETT VARGHESE ® LARRY MAXWELL

Perhaps Henry Agard Wallace will not be remembered as Vice-Presiden
United States under Franklin D. Roosevelt or as the Progressive Party’s
date for President in 1948, but the legacy he left to agriculture will ne
forgotten. Chiefly responsible for the development of wﬁun.a corn seed, ¥
provided the impetus for 4 doubling of American corn yields per aere
last forty years. As an Iowa high school student, Wallace produced the |
Copper Cross variety of corn seed in 1924, and sold mh fifteen bushels to
his genetic experiments. In 1926, Wallace and a few friends founded the
first hybrid seed company, the Hi-Bred Corn Company, to market the
of his research. Around 1936, Pioneer was added to the company name

The native Americans who first domesticated corn had simply saved t
cars from the healthiest plants to plant the next spring. The typical >n
corn grower continued to use this same breeding method through the
This time-honored program cost little to implement and generaily pr
good results over the years. By around 1870, however, average Gm corr
had leveled off at twenty-six bushels per acre. Fifty years later, in the
corn growers harvested only about twenty-eight bushels of grain for eve
plapted.! )

Henry Wallace forged an agreement during the Great Unﬁ.ﬁmmpon.
1930s with a Des Moines real estate agent, Roswell Garst, te Emﬁdg.ﬂa Pi
hybrid corn seed to the nations skeptical farmers. ‘H,.wn Garst-Pione
tionship, cemented by a 1930 handshake, was to continue for more th
a century.

i i ing, David Saveraid
“This case was prepared by Professer 1. David Hunger, H.vncoBm.u Reading,
Varghese, and Larry Maxwell of Towa State University. This case was nnﬂn.wﬂmww ..w."a
Workshop of the Midwest Society for Case Research. Copyright © 1985 by 1. Davi
Reprinted by permission,
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AIDS FOR CASE ANALYSIS AND PRESENTATION

5ig

3. s the stock privately held or publicly traded?

.EXHIBIT A

gic :
e STRATEGIC AUDIT OF A CORPORAITION 4. What do they coniribute to the corporation in
Special Note: Terms underlined appear as headings in ;fclgzi?;‘?knowledge, skdlls, background, and fon-
ve Strategic Audit Worksheet in ST. FAN™ SOFTWARE ‘
a- accompanying this textbook. - . 5. How long have they served on the board?
e 6. What is their level of involvement in strategic
o . Curent Situgation management? Do they mersly rubber-stamp top-
L ] L L ) management’s proposals or do they actively par-
2 A H,ow is the corporation performing in terms of :ct_l{ln ticipate and suggest future directions?
he oh investment, overall market share, profitability ‘
¢- © trends, earnings per share, etc.?
s, B. What are the corporation’s current mission, objec- B. Top Management _ ,
:t tives, strategies, and policies? 1. What person or group constifutes top manage-
o 1. Are they clearly stated or are they merely implied ment?
5’} ~ from performance? ' 2. What are top management’s chief characteristics in
2. Mission (purpose or reason for the company’s ex- terms of knowledge, skills, background, and style?
er istence): What business{es) is the corporation in? 3. Has top management been responsible for the cor-
1e Why? poration’s performance over the past few years?
3. Objectives (quantified statements telling what is to 4.-Has it established a systematic approach to the
be accomplished by a particular date). What are formulation, implementation, and evaluation and
the corporate, business, and functional objectives? control of strategic management? _
Are they consistent with each other, with the mis- 5. What is its Jevel of involvement in the strategic
sion, and with the internal and external environ- management process?
ments? ' 6. How well does top management interact with
4. Strategies (comprehensive master plan stating how lower-level management?
a.company will achieve its mission and objectives): 7. How well does top management interact with the
What strat.egy or mix of stra.tegics i§ the corpora- board of ditectors? ] :
t19r11 foilliom‘ng? Are they consistent with cach other, 8. Is top management sufficiently skilled to cope with
with the mission and o_bjcctwes, and with the in- likely future challenges?
- ternal and external environments? .
3. Policies (broad guidelines for decision making to - - : o _
link strategy formulation with its implementation): . Externci Environment: Oppetunities and Threats
What are they? Are they consistent with each other, SW.O.L) : '
w%th the 'mission, objectives, and.stratcgics, and A Societal Environment
with the i nterngl and external envnonment-s? 1. What general envirpnméntal factors among the:
I Siratedlc M sociocultural, economic, political-legal, and tech-
- Jlraleglic Managers nological forces are currently affecting both the
A. Board of Directors ‘ corporation and the industries in which it com-
" 1. Who are they? Are they internal or external?’ petes? Which present current or future threats?
2. Do they own significant shares of stock? Opportunities?
’ ) _ : 2. Which of these are currently the most important
SOURCE: T. L. Wheelen and J. D, Hunger, “Strategic Audit of a (that is, Aare strate.gic"factu'rs) .to the corporati‘cm
Corporation.” Copyright © 1982 by Wheelen and Hunger Asso- and to the industries in which it competes? Which
ciates; Reprinted by permission, Revised 1989, will be important in the future?
684
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B. Task Environment

1. What forces in the immediate environment (that is,
threat of new entrants, bargaining power of buyers,
threat of substitute products or services, bargain-
ing power of suppliers, rivalry among competing
firms, and the relative power of unions, govern-
ments, etc.) are currently affecting the level of com-
petitive intensity within the industries in which the

" corporation offers products or services?

2. What key factors in the immediate environment
{that is, customers, competitors, suppliers, credi-
tors, labor unions, governments, trade associations,
interest groups, local communities, and stockhold-
ers) are currently affccting the corporation? Which
present current or future threats? Opportunities?

3, Which of these forces and factors are the most im-
portant {that is, are strategic factors) at the present
time? Which will be important in the future?

V. internal Environment; Sirengths and Weaknesses
EW.0T1)

A Corporate Structure
- 1. How. is the corporatfon presently structured?

a) Is decision-making authority centralized around
one group or decentralized to many groups or
units?

b) Is it organized on the basis of functions, projects,
geography, or some combination of these?

2. Is the structure clearly understood by, everyone in
the corporation?

3. Is the present structure consistent with current
corporate objectives, strategies, policies, and pro-
grams? ‘

4, In what ways does this siructure compare with
those of similar corporations? )

B. Corporate Culture

1. Is there a well-defined or emerging culture com-

posed of shared beliefs, expectations, and values?

2. Isthe culture consistent with the current objectives, .

strategies, policies, and programs?

3. What is the culture’s position on important issues
facing the corporation (that is, on productivity,
quality of performance, adaptability to changing
conditions)?

C. Corporate Resources
1. Marketing

a) What are the corporation’s current marketing _
objectives, strategies, policies, and programs?
i) Are they clearly stated, or merely implied

from performance and/or budgets?

i) Are they consistent with the corporation’s
mission, objectives, strategies, policies, and
with Internal and external environments?

b) How well is the corporation performing in
terms of analysis of market position and mar-
keting mix (that is, of product, price, place, and
promotion)? ’

1} What trends emerpge from this analysis?

i} What impact have tliese trends had on past
performance and how will they probably
afiect future performance?

i) Does this analysis support the corporation’s
past and pending strategic decisions? B

¢) How well does this corporation’s marketing
performance compare with these of similar
corporations?

d) Are marketing managers using accepted mar-
keting concepts and techniques to evaluate and
improve product performance? (Consider pro-
duoct life cyclé, market segmentation, market
research, and product portiolios.) 7

¢) What is the role of the marketing mandger in
the strategic management process?

2. Finance _
a) What are the corporation’s current financial
objectives, strategies, policies, and programs?
i} Are they clearly stated or merely implied
from perforthance andfor budgets?
ii) Are they consistent with the corporation’s
mission, objectives, strategies, policies, and
with internal and external environmenis? .
" b) How well is the corporation performing in ferms
of financial analysis? {Consider liquidity ratios, '
profitability ratios, activity ratios, leverage
ratios, capitalization structure, and constant
dollars.) ' '
i} What trends emerge from this apalysis?
ii} Are there ady significant differences when
statements are calculated in constant versus
reported dollars?
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iii) What impact have these trends had on past

performance and how will they probably

affect future performance? _
iv) Does this analysis support the corporation’s
past and pending strategic decisions?

c) How well does this corporation’s finangial
performance compare with that of similar
corporations? ,

d) Are financial managers using accepted financial
concepts’ and technigues to evaluate and
impfove cutrent corperate and divisional per-
formance? {Consider financial leverage, capital
budgeting, and ratio analysis.)

¢} What is the role of the financiat manager in the
strategic management process? '

3. Research and Development (R&D)
a) What are the corporation’s curreni R&D
objectives, strategies, policies, and programs?
i) Are they clearly stated, or implied from
performance and/or budgets?
if} Are they consistent with the corporation’s
‘mission, objectives, strategies, policies, and
with internal arid external environments?
iii) -What is the role of technology in corporate
performance? ' ‘ '

iv) Is the mix of basic, applied, and engincering
research appropriate given the corporate
mission and strategies?

b) What return is the corporation receiving from

its investment in R&D?

¢) Is the corporation technologically competent?
d) How well does the corporation’s investinent in
R&I compare with the invcstmentg of similar
corporations?

¢} What is the rale of the R&D manager in the

strategic management process?

4. Operations (Manufacturing/Service)*

4} What are the corporation’s current manufac-
turingfservice objectives, strategies, policies,

‘and programs? :

* Rescarch suggests that the strategic approach developed for
manufacturing companies is very useful for service firmss. See
H. M. O'Neill, “Do Strategic Paradigms Work in Service Indus-
tries?” in Handbook of Business Strategy, 1986/87 Yeorbook,
edited by W. D, Guth {Boston: Warren, Forham, and Lamont,
1986), pp. 19.1-19.14. :

EXHIBIT A 683

i) Are they clearly stated, or merely inplied
from performance and/or budgets?

i} Are they consistent with the corporation’s
mission, abjectives, strategies, policies, and
-with internal and external environments?

b) What is the type and extent of operations capa-
bitities of the corporation?

i} If product-oriented, consider plant facilities,
type of manufacturing system (continuous
mass production or intermittent job shop),
age and type of equipment, degree and role
of automation and/or robots, plant capaci-

- ties and wtilization, productivity ratings,
availability and type of transporiation.

i) If service-oriented, consider service facilities
(e.g., hospital, theater, or school buildings),
type of operations systems (continuous ser-
vice over time to same clientele or intermit-
tent service over time to varied clientele), age
and type of supporting equipment, degree
and role of automation and/or use of mass
communication devices (e.g., diagnostic ma-
chinery, videotape machines), facility capac-
‘ities and utifization rates, efficiency ratings of
professional/service personnel, availability
and type of transportation to bring service
staff and clientele together.

¢) Are manufacturing or service facilities vulnera-
ble to natural disasters, local or national strikes,
reduction or Hmitation of resources’from sup-
pliers, substantial cost increases of materials, or
nationalization by governments?

d} Ts operating leverage being used. successfully
with an appropriate mix of people and ma-
chines, in manufacturing firms, or of support
staff to professionals, in service firms?

¢) How well does the corporation petform relative

‘to the competition? Consider costs per unit of -
labor, material, and overhead; downtime; in-
ventory control management and/or scheduling
of service staff production ratings; facility uti- -
lization percentages; and number of clents sue-
cessfully treated by category (if service firm), or
percentage of orders shipped on time (if product
firm),

i) What trends emerge from this analysis?

i) What impact have these trends had on past




Vrmance and how will they probably
o “Zect future performance?
- iii) Does this analysis support the corporation’s
past and pending strategic decisions?

f) Are operatlonsmanagersusmgappropnatecon—
cepls and techniques to evaluate and improve
current performance? Consider cost systems,
quality control and reliability systems, invento-
ry control management, personnel scheduliifg,
learning curves, safety programs, engineering
programs, that can improve efficiency of manu-
E‘acturing or of service. ’

g What is the role of the operations. manager in
the strategxc management process?

5. Human Resources Management (HRM)

a) What are the corporation’s current HRM
objectives, strategies, policies, and programs?
i) Are they clearly stated, or merely implied

from performance and/or budgets?

i) Are they consistent with the corporation’s
mission, objectives, strategies, policies, and
with internal and external environments?

b) How well is the corporation’s HRM perform-
ing in terms of improving the fit between the
individual employee and the job? Consider
turnover, grievances, sirikes, layofis, employee
training, quality of work life.

i) What trends emerge from this analysis?

ii) What impact have these trends had on past
performance and how will they probably
affect future performance?

* {if) Does this analysis support the corporation’s
past and.pending strategic decisions?

¢} How does this corporation’s HRM performance
compare with that of simitar corporations?

d) Are HRM managers using appropriate concepts
and techniques to evalvpate and improve cor-
porate performance? Consider the job analysis
program, performance appraisal system, up-to-
date job descriptions, training and development
programs, attitude surveys, job design pro-
grams, quality of relationship with unions.

¢) What is the role of the IRM manager in the
strategic management process?

' ‘?NDIX[DEVES.OPING -CONCEPIJAL SKILLS: THE CASE METHOD AND THE STRATEGIC AUDT

6. Information Systefns (IS}

a) What are the .corporatioh’s current IS objec-

tives, strategies, policies, and programs?

i} Are they clearly stated, or merely implied
from performance andfor budgets?

ii) Are they consistent with the conporation’s
mission, objectives, strategies, policies, and
with internal and external environments?

b) How well is the corporation’s IS performing
in terms of providing a useful database, auto-
mating routine clerical operations, assisting
managers in making routine decisions, and
providing information necessary for sirategic
decistons?

i} What trends emerge from this analysis?

if) What impact have these trends had on past
performance and how will they probably
affect future performance?

jiify Daoes this analysis support the corporation’s
past and pending strategic decisions? -

¢) How does this corporation’s I8 performance
and stage of development compare with that
of similar corporations?

d) Are IS managers using appropriate concepts
and fechniques to evaluate and improve cor-
porate performance? Do they know how to
build and manage a complex data-base, conduct
system analyses, and 1mplement inferactive
decision-support systems? .

¢} What is the role of ‘the IS manager in the
strategic management process?

V. Analysis of Strategle Faclors
A. What are the key internal and external factors

(S.W.0.T.) that strongly affect the corporation’s pre—
sent and future performance?

1. What have been the key historical strategic factor‘s _

for this corporation?

2, What are the key short-term (01 year) strategic

factors for this corporation?

3. What are the key intermediate-term (1-3 year}
strategic factors for this corporation?

"4, What are the key long-term {3--10 yeat) strategtc i

factors for this corporation?
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B. Are the current mission and objectives appropriate in
light of the keystrategic factors and problems?

1. Should the mission and obiectives be changed? If

so, how? .
2, If chdnged, what will the effects on the firm be?

Vi ~ Strategic Alternatives

A. Can the current or revised objectives be met by the
simple, more ‘careful implementing of those strate-

gies presently in use (for example, fine tuning the.

sirategies)?
B. What are the major feasible alternative strategies
" available to this corporation? What are the pros and
cons of each? Can scenarios be developed and agreed
upon?
1. Consider stability, growth, and retrenchment as
corporate sirategies.

2, Consider cost leadership, differentiation, and focus

as business strategies.

3. Consider any functional strategic alternatives that
might be needed for reinforcement of an important
corporate or business sirategic alternative.

VIL' Recommendation

A. Specify which of the strategic alternatives you are
recommending for the corporate, business, and fune-
tional Jevels of the corperation. Do you recommend
different business or functional strategies for different
units of the corporation? '

B. Justify your recommendation in terms of its ability
to resofve both long- and short-term problems and
effectively deal with the key strategic factors. -

C. What policies should be developed or revised to guide
effective implementation?

Vi Implementation

A. What kinds of programs {for example, restructuring
the corporation) should be developed to implement
the recommended strategy?

1. Who should develop these programs?
2. Who should be in charge of these programs?

B. Are the programs financially feasible? Can pro forma '

budgets be developed and agreed upon? Are priorities
and timetables appropriate to individual programs?

C. Will new standard operating procedures need to be
developed? :

EXHIBT B 685 -

IX. "Evaluation and Control ‘

A. Is the current information system capable of provid-
- ing sufficient feedback on implementation activities
and performance?

1. Can performance results be pinpointed by area,”
unit, project, or function?

2. Is the information timely?

B. Arc adequate control measures, to ensure confor-
mance with the recommended strategic plan, in place?.

1. Are appropriatc standards and measures being
used?

2. Are reward systems capable of recognizing and
rewarding good performance?

EXHIBIT B
SUGGESTED TECHNIQUES FOR CASE ANALYSIS
AND PRESENTATION

A. Case Analysis .

1. Read the case rapidly, to get an overview of the
nature of the corporation and its environment.
Note the date on which the case was written so
that you can put it into the proper time context of
the decision issue. _ o

2. Read the case a second time, and give it a detailed

- analysis according to the strategic andit (see Exhi-
bit A} when appropriate. The audit will provide a
concepival framework for the examination of the
corporation’s objectives, mission, policies, strate- -
gles, problems, symptoms of problems, and issues.
You should end up with a list of the salient issues
and problems in the case. Perform a financial
analysis. )

3: Undertake outside research, when appropriate,
to uncover economic and industrial information.
Exhibit C suggests possible sources for outside
research. These data should provide the environ-
mental setting for the corporation. Conduct an
in-depth analysis of the industry. Amnalyze the
important competitors. Consider the bargaining
power of suppliers, as well as buyers that might
affect the firm’s situation. Consider also the possi-
ble threats of future competitors in the industry, as
well as the likelihood of new or different producis
or services that might substitute for the company’s
present ones.
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APPENDIX/DEVELOp

) The case as Organized around the strategic
audit,

b} The case as organi
ual(s) in the case,

¢) The case as organized around the corporation’s

functional areas:  production, fanagement,
finance, marketing, and R&D.,

d} The case as org
making process,
¢} The case as Organized

zed around the key individ-

arized around the decision-

around the seyen vari-

ment siyle, systems and

Procedures, skills, and shared valyes,

5. Clearly identily and stage ¢

6. Develop a logical series of alte
from the analysig

issue(s) in the case,

rnatives that eyolye
to resolve the problem(s) or

Company’s environmen
nal), mission, objective
For each alternative, ¢
obstacles to js implem
implications.

S, strategies, and policies,
onsider both the possible
entation and ity finaneial

8. Make fecommend

ations op the basis of the fact
that action inust b

¢ taken. (Don't 52y, "I don’t have

on.” The individuals in the case

may have had the same or even less information

than is given by the case.)

a) Base your Tecom
of the case,

b} Provide the evidence gathered in step A4 (p,
685) to Justify Suggested changes,
¢} List the fecommendations in ordey of priority-—

those to be done immediately and those to be
done in the future,

d) Show clearly how
with each of the str
tioned earlier s

mendations on a tota] analysis

your recommendations dea]
ategic factors that were nen- -
tep AS. How do they build
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C. Oral Presentation by Teams
1. The team should first de

Upon corporate Streng
ehvironmeﬂtal Oppor,
with environmental
Weaknesses?.

ths to take advantage of
tuntities? How do they deal
Threats and corporate

adjustments,
B. Written Presentation

© through A8,
a) Don’t rehash the
the salient eviden
recommendations,

b) Develop exhibits on-financial 1at
data for inclusjop ;

case material; rather, supply
e and data to stpport your

analysis,

2. Alter it is written, revie
content and grammar, R
outline (step A4) with the

Pott your problem analysis and recommendations,

I the final product Tequires rewriting, do so Keep
in mind that the Wwritien

1ot only on what is said but also on ¢
which it is said,

3. I your written or oral presentation requires pro

Jorma statements, you may wish to develop a sce-,
nario for each quarter ang/op:

aceuracy of your forecast,

cide upon g framework

or cutline for analysis, g
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2. The team should combine member input into one

- consolidated team audit, including S W.0.T. anal-
" ysis, alternatives, and recommendation(s). Gain

agreement on the strategic factors and the best
.alternative(s) to stpport,

3. Divide among the team’s members the further
development and presentation of the case analysis

and recommendation(s). Agree upon responsibili-
ties for the preparation of visual aids and handouts.

4, Modify the team outline, if necessary, and have one

or two rehearsals of the presentation. If there is a
time constraint for the final presentation, apply it
to the practice presentation. If exhibits are used,
make sure to allow sufficient time for their expla-
nation. Critique one another's presentations and
make the necessary modifications to the analysis,

5. During the class presentation, if a presenter misses

a key fact, either slip a note to him or her, or deal
with it in the summary speech.

.6.. Answer the specific quesiions raised by the instruc-

tor or classmates. If one person acts as a moderator
for the questions and refers the questions to the
appropriate feam member, the presentation runs
more smoothly than it will if everyone (or no onel)
tries to deal with each question.

EXHIBIT C B
RESOURCES FOR CASE RESEARCH

A .Company Information

1. Annual Reports-

2. Moody's Manuals on Investment {z listing of com-
panies within certain industries, that contains a
brief history and a five-year financial statement of
each company) -

3. Securities and Exchange Commission Annual Re-
port Form 10-XK

4. Standard and Poor’s Register of Corporanons,
Directors, and Executives

5. Value Line Investment Survey

B. Economic Information

1. Regional statistics and local forecasts from large
banks -

2. Business Cycle Development (Department of
Commerce)

3. Chase Bconometric Associates’ publications

BTG 687

4. Cénsus Bureau publications on popuiation,
transportation, and housmg .

5. Current Business Reparts (Department of Com-

oerce) :

6. Ecoromic Indicators {Joint Economic C'o;mﬁittcc)

7. Economic Report of the President to Congress -

8. Long-Term Economic Growth (Depirtient of

Commcrce) -

9, Monthly Labor Review (Department of Labor}
10. Monthly Bulletin of ‘Statistics {United Nations)
11. “Survey of Buying Power,” Sales Management
12. Standard and Poor’s Statistical Service
13. Statistical Abstract of the Urited States (Depart-

ment of Commerce)
14. Statistical Yearbook (United Nations)
15. Survey of Current Business (Department of Com-
merce)
16. U 8. Industrial Outlook (Department of Defense}
17. World Trade Annual (United Nations)

18, Qverséas Business Reports (published by country,
by U.8. Department of Comimerce) -

. Industry Information

1. Analyscs of companjes and mdusmes by invest-
ment brokerage firms

2. Annual Report of American Industry (a compﬁatlon
of statistics by industry and company, pubhsheci
by Fortune)

3, Business Week (provides weekly economic dnd
business informaticn, and quarterly profit and
sales rankings of corporations) '

4. Fortune Magazine (publishes listings of financial
information on corporations within certain in-
dustries}

5. Industry Survey (published quarterly by Standard
and Poor Corporation)

6. Value Line Investment Survey.

. Directory and Tndex Information

1. Business Information: How to Find and Use It

2. Bisiness Periodical Index

3, Directory of National Trade Associations

4, Encyclopedia of Assocmttons _

5. Funk and Scott Index of Corpomtrons and Indus-
tries

6. Thomas Register of American Manufacturers
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7. Wall Street Journgl Inidex
8. ‘Where to Find Business Information -
-'E. Ratm Analysm Informatton :
1. A!manac of Business and Industnal Rat!os
(Prenhcc—Hall) '

2 ‘Annual Statement Stud:es (Robcrt Morris Asso-.

ciates)
3 " Dun's, Review (Dun and Bradstrest: pubhshed
-apnuaily in September—Dccember is§ues)

_ 4 Industry Norms and Key Business Ratios (Dunand

Bradstrect)

.5, How to- Read a Financial Report (Mcrnll Lynch
Plerce, Fenner and Smith, Inc.)

0 'Glave,-Free "Préss, 1987)
F General Sources ,
. 1 Commodlty Yearbook

2 U. S Census of Business

I
UL:b.UJMn—'-

. ‘Q?xahty of Earnings: The Investor’s Guide to How:
Nuth Money-a Cqmpmty Is. Really Making (T L.

-.\c\u‘;uwm

- 3. US. Census of Mamefacturers '

4. World Almanac and Book of Facts

G. Busmess Penodwals

. Business Week

. Forbes ‘

. Wall Street Journal

Fortune '

.Industry-specnﬁc penodlcals (eg, Oil and Gas
Journal) .

. Academic/Practitioner Journals

1. Hagrvard Business Review

. Journal of Business Strategy

. Long-Range Plannmg _
Strategic Management Journal

. Planning- Review .

. Academy of Mm:agemem Review

. SAM Advanch Management Journal
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