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OBJECTI VES FOR TODAYOS

Discover the three key processes that drive unit
orofitability in every franchise network.

_earn a specific new financial tool that enables
franchisees to make better business decisions,
customized specifically for QSR, B2B, and SERVICE
Industry franchises.



The Home I nstead Story:«

Aln the entire franchise industry, Home | nstea
satisfaction, and is the company many franchisors wish to emulate. Homel n st eeadle3s
dedication to their franchisees and unit-level performance has put them in a very elite group
of compani es. | t6s no coincidence that Home | |
confident it has played a significant role 1 nj|:

AAl though there are numerous factors that dri v
success is at the core. As part of their commitment to franchisee success, Home Instead
adopted and implemented the Profit Mastery systemtodr i ve unit | evel fin

Eric Stites, CEO and Managing Director, Franchise Business Review




- What Drives Unit Profitability?

Financial Performance is a three
legged stool

w Education q Establishinghe Foundation
w Benchmarking ¢ Creatingthe Yardstick

wPerformance C Providingthe Accountability

Groups and Discipline



Driving Financial Performance




Monitor Financial Position

What Gets Measured, Getglanaged,

and

What Gets Managed, Gets Done!




Seven Steps to Business Success
1. Plan properly before start up

2. Monitor financial position

3. Understand the relationship between
price, volume, and costs

Manage cash flow
Manage growth

Borrow properly

N o O &

Plan for transition
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Section 2: The Financial Operating Cycle

Net Profits Cash Flow
IncomeStatement BalanceSheet
A N

Sates L. Assels = Liabilties + Networth ____
Efficiency
Uses of Profits: [ N N

To pay forNew Assets
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The Road Map

Cause-and-effect relationships leading to financial distress.
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Profit Mastery Assessment (PMA)
Cascade Office Systems

Issue Cash Profit
Accts. Rec. $16,000
Inventory $60,000
Hidden Costs $19,000
Gross Margin $80,000
T Discounts ($10,000)
T Productivity ($38,000)
T Buying ($10,000)
T Pricing ($22,000)
Refinance $126,000

TOTALS $202,000 $99,000




| Section 3: Break-Even

Test: Howdoes a Business makeRxofit?

Answerthese two questions:

VC = 70% 1) Needed Sales:
FC = $144.000 2) If FC! $1.00, what sales
TP = $60,000 required




The Cup Theory
The Concept of Contribution Margin

Sales Contribution
I / Margin
\\~ L -
t\/ariable
é Cost
Cup Fixed
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