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Key Takeaways

A There is a large variance in wage rates and labor
regulations around the world

A The latest from Australia
A How franchisors adjust to protect unit economics
A How these strategies can be applied in the US
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What To Consider When
Entering A New Country With
A F&B Franchise

With Focus on Wage & Salaries Costs

William Edwards, CEO, CFE
Edwards Global Services, Inc.
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Country Specific Plan

Define the ROI potential for your franchise in the specific country

Define local Competitors and how your franchise will differentiate itself to succeed in this
country

ldentify the necessary legal agreement and disclosure requirements and costs for the country

Develop the menu for the specific country

Define supply chain needs and evaluate local producers

Define franchisee marketing costs, startup, training, support costs and the appropriate initial
fees and royalties for the specific country

Build a financial model at the unit franchise level for this country to ensure the business is
viable for both you and your franchisee
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Analysis

The attached single unit restaurant P&L spreadsheet has input from key franchise areas
of the world.

The key variants tend to be labor, rent and food costs as a percentage of the single unit
revenues.

The example is for a full service restaurant with about 135 seats in a large city.

The | ocation iIs either OAO or OoB6 | evel
The food is a mixture of international food.
The restaurant size is 3,000 sq ft.

Countries surveyed: Brazil; Canada; Chile; China; Colombia; Northern, Central and
Eastern Europe; Guatemala; Indonesia; Peru; the Philippines; Thailand; the United Arab
Emirates; USA and Viet Nam
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Franchise
KPI
Benchmark

Australia

Model A - Low Revenue
Turnover ($15 - 22k:
Weekly)

Model B - Med Revenue
Turnover ($22 - 32k:
Weekly)

Model C - High
Revenue Turnover
($32k plus: Weekly)

Sales

Average Sales $

$20,685

$26,777

$36,254

COGS

31.5% - 39.7%

30.0% - 34.5%

31.0% to 32.7%

GP%

Gross Profit

60.3% - 68.5%

65.5% - 70.0%

67.3% - 69.0%

Expenses

Royalty/Advertising

4.0% - 5.0%

3.3% - 4.1%

2.9% - 3.1%

Staff wages asa % of

20.0% - 24.5%

24.0% - 34.0%

29.0% - 35.0%

Manager or Owner Wages

5.5% - 12.0%

5.5% - 6.5%

5.5%

Rent as a % of sales

7.6% - 9.5%

7.5% - 16.0%

3.2% - 4.9%

Other

8.5% - 14.0%

8.5% - 15.0%

7.1% - 11.1%

3.5% - 11.5%

3.1% - 8.2%

7.0% - 21.0%

American food restaurant of 320 square meters (3875 square feet) with 160 seats
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F&B Single Unit EBITDA

Single Unit Area Chain Restaurant

Australia

Americas

Canada

SE Asia Middle East

Single Unit Franchise Revenue (AUV)
Single Unit Franchise
Unit Franchise Expenses

COGS - Food and Paper
Wages, salaries and benefits
Occupancy Cost
Miscellaneous

Royalty

Average Regional Unit EBITDA

This Is not a specific F&B franchise but a compilation of input from experience sources
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Comments

Food costs vary highly even inside regions depending on whether the food supply
can be sourced locally or must be imported

Occupancy costs can be lower in developed countries than in emerging countries
due to the cost of rental space in fast growing countries

The same franchise brand can see EBITDA range from 10 to 20 percent in a single
region.

Labor in the Middle East is imported from the Philippines, India and other emerging
markets

Labor in countries such as Australia, Germany and Sweden has very high social
costs and starting hourly rates

An analysis like this is highly suspect as costs very highly between brands!
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Charles Weeks, Weeks International Interprises
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The Hon Bruce Billson
Executive Chairman

Franchise Council of Australia
(former Australian Small Business Cabinet Minister A )3
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FRANCHISE COUNCIL OF AUSTRALIA

An Introduction to franchising in Australia
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The Australian setting

A Economic success stoig5th year of uninterrupted annuagrowth.

A Economiaesilience, growth potential, lowisk & safe =attractive business
environment.

ACNI YOKAAAY3T GSYIAYS NR2YE

A *$171 billion revenue p.a., 2.7% growth p.a. , $12 billion in profits
A *1180 franchise systems

A *92,000 individual franchise units

A *Employing 560,000+ people

(*Ibis World Report, May 2016)
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Key Economic Issues

A Regulatedeconomywide workplace relations systems National
Employment Standards; Awards; Min adult wage $1hi?0/

A Independent regulators FairWorkCommission (tribunalfFairWork
Ombudsman (monitor/compliance); ACCC (Code)

A Comparatively high input costg energy costs; tenancy/occupancy costs
commercial leasing information asymmetry

A Market influencesc price deflation in some segments; migration
consideration;
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Australian Profit Strategies
Al 280 RAAOALI AYS NHzyyAYy3I OSNE Wi
A Staffing profile, young workforce

A Floor space & energy efficiency

A Supply chain & procurememigour
A Customer/market granular analysis, cultucestomisation& timing
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Managing Unit Economics
and ROl Around the Globe

Ned Lyerly

President, International

CKE Restaurants Holdings Inc.
Las Vegas, Nevada

January 30, 2017
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Strong Unit Level Economics and a
Proven Business Model DriveAGrowth In X
. NI YRQ&a |1 2YS al NJSi

Attractive ROIs:

A Create interest in your brand from well
gualified franchise applicants
A Position your brand to compete for capital
V From Alternative Investments Options
(Including Other Franchise Brands)
V Lenders
A Generate cash for existing franchisees to invest
In new outlets and capital improvements
A Build satisfaction from franchisees and
suppliers as value is created for all stakeholders

Y R
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CKE RESTAURANTS GLOBAL FOOTPRINT

3,780 Restaurants in 41 Countries, 24 New Markets In Last 7 Years

17 EXISTING MARKETS FY10

American SamoaKuwait
Bahrain Lebanon
China Malaysia
Egypt Mexico
Jordan Oman

Pakistan
Qatar
Russia
Saudi Arabia
Singapore

B 24 NEW MARKETS FY#1.Q3 FY17

Australia
Bahamas
Brazil
Canada
Cambodia
Costa Rica

Colombia Indonesia
Denmark India
Dominican Rep.lraq
Ecuador Japan
Guatemala Kazakhstan
Honduras Kenya

New Zealand
Panama
Puerto Rico
Thailand
Turkey
Vietnam

08 NEARTERM TARGET MARKETS

Bangladesh
Belarus
Bolivia
Chile

France
Nicaragua
Palestine
Spain
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ACCELERATING INTERNATIONAL GROWTH

FYO7 FY0O8 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17(F) FY18B
mm Middle East © Americas == Asia mmEurope -4-% of System
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Key Contributors to Attractive ROIs

A Strong Sales to Investment Ratios
A Attractive Variable Margins
A Fixed Cost Coverage
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Improving Sales to Investment Ratios

A Conduct Market Entry Diligence on Brand Positioning, Menu, Pricing,
Market Planning

A Sign the Right Franchisees
A Provide Support and Resources to Effectively Enter Markets
A Accept No Compromises on Site Selection

A Launch With Effective PR and Brand Marketing

A Adapt to the Market

A Localize Supply, FF&E

A Market the Brand and Achieve Scale To Reach Effective Media Levels
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Improving Sales to Investment Ratios
Launch With Effective PR & Marketing
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Improving Sales to Investment Ratios
Enhance and Adapt Your Concept To Maximize Sales
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