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SCREEN 1 – HIGH CHOICE CONDITIONS 

 
 

SCREEN 1 – LOW CHOICE CONDITIONS 
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SCREEN 2 – HIGH CHOICE / LARGE SCREEN CONDITION, SCREEN SHOT 
NOTES: SEE FULL PRESS RELEASE ON PAGES 6-8 

LINKS AT TOP OF PRESS RELEASE ARE CLICKABLE; PARTICIPANTS CAN ALSO SCROLL UP AND DOWN 
BOX APPEARS 11.25 INCHES WIDE X 6.5 INCHES HIGH ON THE SCREEN IN THE LAB 
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SCREEN 2—HIGH CHOICE / SMALL SCREEN CONDITION, SCREEN SHOT 
NOTES: SEE FULL PRESS RELEASE ON PAGES 6-8 

LINKS AT TOP OF PRESS RELEASE ARE CLICKABLE; PARTICIPANTS CAN ALSO SCROLL UP AND DOWN 
BOX APPEARS 5.44 INCHES WIDE X 2.64 INCHES HIGH ON THE SCREEN IN THE LAB 
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SCREEN 2 – LOW CHOICE / LARGE SCREEN CONDITION, SCREEN SHOT 
NOTES: SEE FULL PRESS RELEASE ON PAGES 6-8 

LINKS AT TOP OF PRESS RELEASE ARE NOT CLICKABLE; PARTICIPANTS CAN ONLY SCROLL UP AND DOWN  
BOX APPEARS 11.25 INCHES WIDE X 6.5 INCHES HIGH ON THE SCREEN IN THE LAB 
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SCREEN 2 – LOW CHOICE / SMALL SCREEN CONDITION, SCREEN SHOT 
NOTES: SEE FULL PRESS RELEASE ON PAGES 6-8 

LINKS AT TOP OF PRESS RELEASE ARE NOT CLICKABLE; PARTICIPANTS CAN ONLY SCROLL UP AND DOWN 
BOX APPEARS 5.44 INCHES WIDE X 2.64 INCHES HIGH ON THE SCREEN IN THE LAB 
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FULL TEXT OF PRESS RELEASE INCLUDED ON SCREEN 2 
Financial Highlights 
(BUSINESS WIRE)--January 24, 2016—Earlier today FreshHouse Southeast Asian Kitchen (NYSE: FRSH), reported its financial 
results for the full year ended December 31, 2015. The Company reported revenues for the year of $1,759 million compared to $1,742 
million in 2014. Net income for the year of $102 million, or $4.27 per share compared to net income of $95 million, or $3.96 per share 
in 2014.  
 
"We continue to make significant progress on our important journey to change the way people think about and eat fast food," said 
Steve Johnson, CEO of FreshHouse. "Consumer trends are changing, which we believe is a great result of people becoming more 
discerning about where their food comes from, how it was raised, and how their meal was prepared. The continued loyalty we see 
from our customers, as well as third party research, all point to the relevance of our vision and the impact we are having on food 
culture. We are delighted to see that this vision, a very lofty goal, is becoming a reality.” 
 
Company Overview 
FreshHouse is a Southeast Asian fast casual restaurant. We opened with a single restaurant in 1993 and now operate more than 1,800 
restaurants as of December 31, 2015. We feature food served fast but made from delicious ingredients that are sourced responsibly and 
prepared using classic cooking techniques.  
 
Our food highlights the food culture of Thailand, Vietnam, Malaysia, and Singapore. We pay tribute to the region's flavors by 
balancing fresh, responsibly sourced ingredients that take hours to prepare and just seconds to come together in any combination you 
like. When selecting ingredients, we source the absolute best we can find. We buy organically grown produce whenever practical. 
Whether from Thailand or local to our restaurants, all of our farmers and suppliers operate with respect for animals and the 
environment. The end result is food offerings that are entirely gluten-, wheat-, and dairy-free, a selection of meats free of antibiotics 
and growth hormones, and a colorful array of market fresh vegetables.  
 
Industry Conditions 
The fast-casual, quick-service and casual dining segments are highly competitive with respect to, among other things, taste, price, food 
quality and presentation, service, location, and the ambience and condition of each restaurant. Our competition includes a variety of 
restaurants in each of these segments, including locally-owned restaurants and national and regional chains. Many of our competitors 
offer dine-in, carry-out and delivery services. Many of our competitors in the fast-casual and quickservice segment of the restaurant 
industry also emphasize lower-cost, “value meal” menu options, a strategy we do not currently pursue. 
 
We believe we are well-positioned to continue to grow our market position in existing and new markets given current consumer 
trends, including increasing awareness and concern among consumers about what they eat and how it is prepared as well as the 
increasing prevalence of the fast-casual segment. 
 
Yearly Changes 
Revenue for the full year of 2015 was $1,759 million compared to $1,742 million in 2014. The growth in revenue was driven 
primarily by an increase in average check. This includes the benefit of new nationwide menu price increase that was fully rolled out 
during the fourth quarter of 2015. 
 
During the full year, we opened 192 new restaurants.  
 
Food costs in 2015 were 32.5% of revenue, which were flat to 2014 due primarily to relief in packaging costs offset by increased beef 
costs. 
 
The decrease in General & Administrative expenses in 2015 was due to a one-time gain of approximately $8 million related to the 
favorable resolution of an insurance settlement.  
 
Depreciation and amortization expense and interest expense for 2015 remained flat to 2014. 
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FreshHouse     
Balance Sheet (in thousands of dollars)    
ASSETS 2015  2014 
Current assets    
 Cash and cash equivalents 194,190  175,243 
 Accounts receivable, net 108,113  102,965 

 Inventory 33,512  31,916 
 Prepaid expenses and other current assets 57,817   55,064 
Total current assets 393,632  365,188 

 Fixed assets, net 662,695  631,138 
 Other assets 213,752   199,768 
Total assets 1,270,079  1,196,094 
LIABILITIES AND STOCKHOLDERS' EQUITY    
Current liabilities    
 Accounts payable 37,721  37,533 
 Accrued expenses 178,292  185,792 
 Deferred rent 66,304   65,974 
Total current liabilities 282,317  289,299 

 Long-term debt 189,000   210,000 
Total liabilities 471,317  499,299 
Stockholders' equity    
 Common stock 3  3 

 Additional paid-in capital 146,908  146,908 
 Retained Earnings 651,852   549,884 
Total stockholders' equity 798,763   696,795 
Total liabilities and stockholders' equity 1,270,079  1,196,094 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

FreshHouse    
Income Statement (in thousands of dollars)    
 2015  2014 
Revenue  1,759,327  1,741,908 
Restaurant Operating Costs    
 Food, beverage, and packaging 572,409  565,622 
 Labor 572,242  565,457 
 Occupancy 150,304  148,816 
Depreciation and amortization 127,788  126,523 
General and administrative expenses  115,835  123,335 
  1,538,579  1,529,753 
Operating Income 220,748  212,155 
Interest Expense 1,064   1,053  
Income Taxes 117,717   116,551  

Net Income  $101,968  $94,551 

     
Earnings per share $4.27  $3.96 
Number of shares used in calculating EPS: 23,870  23,870 
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FreshHouse Financial Ratios 
 

 
    2015  

Current ratio (current assets / current liabilities) 1.39  

   

Debt to equity (total debt / total equity) 0.59  

   

Return on assets (net income / total assets) 8.27%  

   

Profit margin (net income / total revenue) 5.80%  

   

Return on equity (net income / total equity) 13.64%  

   

Earnings growth 7.84%  
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SCREEN 3 – ALL CONDITIONS 

 
 
 
 
 
 

SCREEN 4 – ALL CONDITIONS 
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SCREEN 5 – ALL CONDITIONS 
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SCREEN 6 – ALL CONDITIONS 
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SCREEN 7 – ALL CONDITIONS 
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SCREEN 8 – ALL CONDITIONS 

SCREEN 9 – ALL CONDITIONS 
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SCREEN 10 – ALL CONDITIONS 
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SCREEN 11 – ALL CONDITIONS  
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SCREEN 12 – ALL CONDITIONS  
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SCREEN 13 – ALL CONDITIONS 
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SCREEN 1—ALL CONDITIONS 
 

DIRECTIONS FOR TODAY’S TASK 
 

Today, you will be deriving estimates of the “fundamental value” of a firm’s shares of common stock and judging how 
much you would be willing to pay per share for the firm’s stock. 

Fundamental Value 
There are several popular ways of deriving a firm’s “fundamental value” such as discounted cash flow analysis and 
discounted residual earnings analysis. In this case, you will use discounted residual earnings analysis facilitated by an 
Excel template on your computer.   

Each year, a firm’s “residual earnings” (or “abnormal earnings”) is the excess of its total earnings minus its “normal 
earnings”.  

    Total Earnings 
  Minus  Normal Earnings (i.e., Beginning book value of equity x cost of capital) 
  Equals  Residual Earnings 
 
A firm’s “fundamental value” is the SUM of its current book value of equity and discounted future residual earnings, as 
follows: 
  

Fundamental value = Current Book Value of Equity + Present Value of Future Residual Earnings 
 
 

 
 

Present Value from Short-Term Residual Earnings + Continuing value  
 

That is, the present value of future residual earnings has two components, one for short-term future residual earnings and 
one for long-term future residual earnings.   
 
The latter component is commonly called “continuing value”.  “Continuing value,” is based on the rate of long-term growth 
in residual earnings, and, for a firm with a sustainable competitive advantage, this growth rate equals or is slightly above the 
overall inflation rate (The 5 year average inflation rate in the USA is around 2%). If a firm lacks a sustainable competitive 
advantage, a lower long-term growth rate would be appropriate. 
 
A firm’s cost of capital affects the present value of both short-term residual earnings and the present value of “continuing 
value”. Riskier firms generally have higher costs of capital compared to safer firms. A firm that poses average risk would 
tend to have an industry average cost of capital.  
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SCREEN 2—ALL CONDITIONS 
SAMPLE FIRM A 

 
Step 1: Develop your best estimate of Firm A’s net income (in Excel, enter values in the box shown).   
 
When you use the residual income model to estimate Firm A’s fundamental value, you want to start with your best 
estimate of net income for the current year. You can use net income as reported or you can adjust it. 
 

• So, if you think the financial accounting policies and estimates used by Firm A management to derive its 
reported net income constitutes your best estimate of Firm A’s true net income, you do not need to adjust 
reported net income.   

  
Net income as reported for Firm A this year (ending 12/31/2014, in thousands):   $__2,088_____ 
 
My “Adjusted” Net income for Firm A this year (ending 12/31/2014, in thousands):         
Note: if you think net income as reported above is the best estimate, you do not have to adjust net income.   
          $___________ 

       (Box 1) 
 
Step 2: Forecast future net income for the next 4 years for Firm A (in Excel, enter values in the boxes shown).   
 
Net income forecast for Firm A next year (ending 12/31/2015, in thousands): $___________ 

                (Box 2) 
 

Net income forecast for Firm A year ending 12/31/2016 (in thousands):  $___________ 
                (Box 3) 
 

Net income forecast for Firm A year ending 12/31/2017 (in thousands):  $___________ 
                (Box 4) 
 

Net income forecast for Firm A year ending 12/31/2018 (in thousands):  $___________ 
                (Box 5) 

Step 3: Estimate cost of capital and growth in residual earnings (in Excel, enter values in the boxes shown). Note: A 
firm’s long-term growth rate in residual earnings cannot exceed its cost of capital. 
 
Firm A’s cost of capital (industry average is 7.00%):    ____________ 

                (Box 6) 
 

Firm A’s Long-term growth rate for residual earnings:    ____________ 
 (industry average is 2.00%)                         (Box 7) 

Step 4: Record estimate of Firm A’s fundamental value per share from Excel template  

Estimated fundamental value per share of Firm A = $___________ 
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SCREEN 3 – ALL CONDITIONS 
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SCREEN 4 – HIGH CHOICE CONDITIONS 

 
SCREEN 4 – LOW CHOICE CONDITIONS 
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SCREEN 5 – HIGH CHOICE / LARGE SCREEN CONDITION, SCREEN SHOT 
NOTES: ‘COMPANY OVERVIEW’ TAB SHOWN; SEE FULL PRESS RELEASE ON PAGES 9-11 

LINKS AT TOP OF PRESS RELEASE ARE CLICKABLE;  
BOX APPEARS 11.25 INCHES WIDE X 6.5 INCHES HIGH ON THE SCREEN IN THE LAB 

ALL INFORMATION APPEARS WITHOUT SCROLLING ON EVERY TAB 
 

 
  



Experiment 2, Page 6 of 26 
		

SCREEN 5 – LOW CHOICE / LARGE SCREEN CONDITION, SCREEN SHOT 
NOTES: ‘COMPANY OVERVIEW’ TAB SHOWN; SEE FULL PRESS RELEASE ON PAGES 9-11 

LINKS AT TOP OF PRESS RELEASE ARE NOT CLICKABLE;  
MUST CLICK NEXT AND BACK BUTTONS TO MOVE THROUGH TABS; 

BOX APPEARS 11.25 INCHES WIDE X 6.5 INCHES HIGH ON THE SCREEN IN THE LAB 
ALL INFORMATION APPEARS WITHOUT SCROLLING ON EVERY TAB 
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SCREEN 5 – HIGH CHOICE / SMALL SCREEN CONDITION, SCREEN SHOT 
NOTES: ‘COMPANY OVERVIEW’ TAB SHOWN; SEE FULL PRESS RELEASE ON PAGES 9-11 

LINKS AT TOP OF PRESS RELEASE ARE CLICKABLE;  
BOX APPEARS 5.44 INCHES WIDE X 2.64 INCHES HIGH ON THE SCREEN IN THE LAB 
PARTICIPANTS MUST SCROLL DOWN TO SEE ALL INFORMATION ON EVERY TAB 
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SCREEN 5 – LOW CHOICE / SMALL SCREEN CONDITION, SCREEN SHOT 
NOTES: ‘COMPANY OVERVIEW’ TAB SHOWN; SEE FULL PRESS RELEASE ON PAGES 9-11 

LINKS AT TOP OF PRESS RELEASE ARE NOT CLICKABLE;  
MUST CLICK NEXT AND BACK BUTTONS TO MOVE THROUGH TABS; 

BOX APPEARS 5.44 INCHES WIDE X 2.64 INCHES HIGH ON THE SCREEN IN THE LAB 
PARTICIPANTS MUST SCROLL DOWN TO SEE ALL INFORMATION ON EVERY TAB 
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FULL TEXT OF PRESS RELEASE INCLUDED ON TABS ON SCREEN 5 
Company Overview 
FreshHouse is a Southeast Asian fast casual restaurant. We opened with a single restaurant in 1993 and now operate more than 1,800 
restaurants as of December 31, 2014. We feature food served fast but made from delicious ingredients that are sourced responsibly and 
prepared using classic cooking techniques.  
 
Our food highlights the food culture of Thailand, Vietnam, Malaysia, and Singapore. We pay tribute to the region's flavors by 
balancing fresh, responsibly sourced ingredients that take hours to prepare and just seconds to come together in any combination you 
like. When selecting ingredients, we source the absolute best we can find. We buy organically grown produce whenever practical. 
Whether from Thailand or local to our restaurants, all of our farmers and suppliers operate with respect for animals and the 
environment. The end result is food offerings that are entirely gluten-, wheat-, and dairy-free, a selection of meats free of antibiotics 
and growth hormones, and a colorful array of market fresh vegetables.  
 
Industry Conditions 
The fast-casual, quick-service and casual dining segments are highly competitive with respect to, among other things, taste, price, food 
quality and presentation, service, location, and the ambience and condition of each restaurant. Our competition includes a variety of 
restaurants in each of these segments, including locally-owned restaurants and national and regional chains. Many of our competitors 
offer dine-in, carry-out and delivery services. Many of our competitors in the fast-casual and quickservice segment of the restaurant 
industry also emphasize lower-cost, “value meal” menu options, a strategy we do not currently pursue. 
 
We believe we are well-positioned to continue to grow our market position in existing and new markets given current consumer 
trends, including increasing awareness and concern among consumers about what they eat and how it is prepared as well as the 
increasing prevalence of the fast-casual segment. 
 
Financial Highlights 
(BUSINESS WIRE)--January 24, 2015—Earlier today FreshHouse Southeast Asian Kitchen (NYSE: FRSH), reported its financial 
results for the full year ended December 31, 2014. The Company reported revenues for the year of $1,759 million compared to $1,742 
million in 2013. Net income for the year of $102 million, or $4.27 per share compared to net income of $95 million, or $3.96 per share 
in 2013.  
 
"We continue to make significant progress on our important journey to change the way people think about and eat fast food," said 
Steve Johnson, CEO of FreshHouse. "Consumer trends are changing, which we believe is a great result of people becoming more 
discerning about where their food comes from, how it was raised, and how their meal was prepared. The continued loyalty we see 
from our customers, as well as third party research, all point to the relevance of our vision and the impact we are having on food 
culture. We are delighted to see that this vision, a very lofty goal, is becoming a reality.” 

 
Performance Changes 
Revenue for the full year of 2014 was $1,759 million compared to $1,742 million in 2013. The growth in revenue was driven 
primarily by an increase in average check. This includes the benefit of new nationwide menu price increase that was fully rolled out 
during the fourth quarter of 2014. 
 
During the full year, we opened 192 new restaurants.  
 
Food costs in 2015 were 32.5% of revenue, which were flat to 2013 due primarily to relief in packaging costs offset by increased beef 
costs. 
 
The decrease in General & Administrative expenses in 2014 was due to a one-time gain of approximately $8 million related to the 
favorable resolution of an insurance settlement.  
 
Depreciation and amortization expense and interest expense for 2014 remained flat to 2013. 

FreshHouse    
Income Statement (in thousands of dollars)    
 2014  2013 
Revenue 1,759,327  1,741,908 
Restaurant Operating Costs    
 Food, beverage, and packaging 572,409  565,622 
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   Labor 572,242  565,457 
 Occupancy 150,304  148,816 
Depreciation and amortization 127,788  126,523 
General and administrative expenses  115,835  123,335 
  1,538,579  1,529,753 
Operating Income 220,748  212,155 
Interest Expense 1,064   1,053  
Income Taxes 117,717   116,551  

Net Income $101,968  $94,551 

     
Earnings per share $4.27  $3.96 
Number of shares used in calculating EPS: 23,870  23,870 

FreshHouse     
Balance Sheet (in thousands of dollars)    
ASSETS 2014  2013 
Current assets    
 Cash and cash equivalents 194,190  175,243 
 Accounts receivable, net 108,113  102,965 

 Inventory 33,512  31,916 
 Prepaid expenses and other current assets 57,817   55,064 
Total current assets 393,632  365,188 

 Fixed assets, net 662,695  631,138 
 Other assets 213,752   199,768 
Total assets 1,270,079  1,196,094 
LIABILITIES AND STOCKHOLDERS' EQUITY    
Current liabilities    
 Accounts payable 37,721  37,533 
 Accrued expenses 178,292  185,792 
 Deferred rent 66,304   65,974 
Total current liabilities 282,317  289,299 

 Long-term debt 189,000   210,000 

Total liabilities 471,317  499,299 
Stockholders' equity    
 Common stock 3  3 

 Additional paid-in capital 146,908  146,908 
 Retained Earnings 651,852   549,884 
Total stockholders' equity 798,763   696,795 

Total liabilities and stockholders' equity 1,270,079  1,196,094 
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FreshHouse Financial Ratios 
 

 
 2014  

Current ratio (current assets / current liabilities) 1.39  

   

Debt to equity (total debt / total equity) 0.59  

   

Return on assets (net income / total assets) 8.27%  

   

Profit margin (net income / total revenue) 5.80%  

   

Return on equity (net income / total equity) 13.64%  

   

Earnings growth 7.84%  
   



Experiment 2, Page 12 of 26 

SCREEN 6—ALL CONDITIONS 
 

 
 
 
 
 



RESIDUAL INCOME MODEL TEMPLATE	
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SCREEN 7—ALL CONDITIONS 
 

  



Experiment 2, Page 14 of 26 

SCREEN 8—ALL CONDITIONS  
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SCREEN 9—ALL CONDITIONS  
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SCREEN 10—ALL CONDITIONS  
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SCREEN 11—ALL CONDITIONS 

 
 
 
 
 
 
 
 
 
 
 
 
 



Experiment 2, Page 18 of 26 

SCREEN 12—ALL CONDITIONS 
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SCREEN 13—ALL CONDITIONS 

SCREEN 14—ALL CONDITIONS 
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SCREEN 15—ALL CONDITIONS 
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 SCREEN 16—ALL CONDITIONS 
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SCREEN 17—ALL CONDITIONS 
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SCREEN 18—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK] 
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SCREEN 19—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK, EXCERPT] 
 

SCREEN 20—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK, EXCERPT] 

 
SCREEN 21—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK, EXCERPT] 
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SCREEN 22—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK, EXCERPT]	 

 
SCREEN 23—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK, EXCERPT] 

 

 
 
 
 
 
 

SCREEN 24—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK, EXCERPT] 
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SCREEN 25—ALL CONDITIONS [INNATE WORKING MEMORY CAPACITY TASK, EXCERPT] 
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SCREEN 1 – ALL CONDITIONS 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

SCREEN 2 – HIGH CHOICE CONDITIONS 
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SCREEN 2 – LOW CHOICE / MORE VARIABLE CONDITION 

 
 

 
SCREEN 2 – LOW CHOICE / LESS VARIABLE CONDITION 
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SCREEN 3 – HIGH CHOICE / MORE VARIABLE CONDITION 
NOTES: SEE FULL PRESS RELEASE ON PAGES 6-8 

LINKS AT TOP OF PRESS RELEASE ARE CLICKABLE; PARTICIPANTS CAN ALSO SCROLL UP AND DOWN 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SCREEN 3 —HIGH CHOICE / LESS VARIABLE CONDITION 
NOTES: ‘FINANCIAL HIGHLIGHTS’ TAB SHOWN; SEE FULL PRESS RELEASE ON PAGES 6-8 

LINKS AT TOP OF PRESS RELEASE ARE CLICKABLE;  
PARTICIPANTS MUST SCROLL DOWN TO SEE ALL INFORMATION ON EVERY TAB 
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SCREEN 3 — LOW CHOICE / MORE VARIABLE CONDITION 
NOTES: ‘FINANCIAL HIGHLIGHTS’ TAB SHOWN; SEE FULL PRESS RELEASE ON PAGES 6-8 

LINKS AT TOP OF PRESS RELEASE ARE NOT CLICKABLE; PARTICIPANTS CAN ONLY SCROLL UP AND DOWN 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
SCREEN 3—LOW CHOICE / LESS VARIABLE CONDITION 

NOTES: SEE FULL PRESS RELEASE ON PAGES 6-8 
LINKS AT TOP OF PRESS RELEASE ARE NOT CLICKABLE; MUST CLICK NEXT AND BACK BUTTONS TO MOVE 

THROUGH TABS; PARTICIPANTS MUST SCROLL DOWN TO SEE ALL INFORMATION ON EVERY TAB 

  



Experiment 3, Page 5 of 17 

FULL TEXT OF PRESS RELEASE INCLUDED ON SCREEN 3 
Financial Highlights 
(BUSINESS WIRE)--January 24, 2016—Earlier today FreshHouse Southeast Asian Kitchen (NYSE: FRSH), reported its financial 
results for the full year ended December 31, 2015. The Company reported revenues for the year of $1,759 million compared to $1,742 
million in 2014. Net income for the year of $102 million, or $4.27 per share compared to net income of $95 million, or $3.96 per share 
in 2014.  
 
"We continue to make significant progress on our important journey to change the way people think about and eat fast food," said 
Steve Johnson, CEO of FreshHouse. "Consumer trends are changing, which we believe is a great result of people becoming more 
discerning about where their food comes from, how it was raised, and how their meal was prepared. The continued loyalty we see 
from our customers, as well as third party research, all point to the relevance of our vision and the impact we are having on food 
culture. We are delighted to see that this vision, a very lofty goal, is becoming a reality.” 
 
Company Overview 
FreshHouse is a Southeast Asian fast casual restaurant. We opened with a single restaurant in 1993 and now operate more than 1,800 
restaurants as of December 31, 2015. We feature food served fast but made from delicious ingredients that are sourced responsibly and 
prepared using classic cooking techniques.  
 
Our food highlights the food culture of Thailand, Vietnam, Malaysia, and Singapore. We pay tribute to the region's flavors by 
balancing fresh, responsibly sourced ingredients that take hours to prepare and just seconds to come together in any combination you 
like. When selecting ingredients, we source the absolute best we can find. We buy organically grown produce whenever practical. 
Whether from Thailand or local to our restaurants, all of our farmers and suppliers operate with respect for animals and the 
environment. The end result is food offerings that are entirely gluten-, wheat-, and dairy-free, a selection of meats free of antibiotics 
and growth hormones, and a colorful array of market fresh vegetables.  
 
Industry Conditions 
The fast-casual, quick-service and casual dining segments are highly competitive with respect to, among other things, taste, price, food 
quality and presentation, service, location, and the ambience and condition of each restaurant. Our competition includes a variety of 
restaurants in each of these segments, including locally-owned restaurants and national and regional chains. Many of our competitors 
offer dine-in, carry-out and delivery services. Many of our competitors in the fast-casual and quickservice segment of the restaurant 
industry also emphasize lower-cost, “value meal” menu options, a strategy we do not currently pursue. 
 
We believe we are well-positioned to continue to grow our market position in existing and new markets given current consumer 
trends, including increasing awareness and concern among consumers about what they eat and how it is prepared as well as the 
increasing prevalence of the fast-casual segment. 
 
Yearly Changes 
Revenue for the full year of 2015 was $1,759 million compared to $1,742 million in 2014. The growth in revenue was driven 
primarily by an increase in average check. This includes the benefit of new nationwide menu price increase that was fully rolled out 
during the fourth quarter of 2015. 
 
During the full year, we opened 192 new restaurants.  
 
Food costs in 2015 were 32.5% of revenue, which were flat to 2014 due primarily to relief in packaging costs offset by increased beef 
costs. 
 
The decrease in General & Administrative expenses in 2015 was due to a one-time gain of approximately $8 million related to the 
favorable resolution of an insurance settlement.  
 
Depreciation and amortization expense and interest expense for 2015 remained flat to 2014. 
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FreshHouse     
Balance Sheet (in thousands of dollars)    
ASSETS 2015  2014 
Current assets    
 Cash and cash equivalents 194,190  175,243 
 Accounts receivable, net 108,113  102,965 

 Inventory 33,512  31,916 
 Prepaid expenses and other current assets 57,817   55,064 
Total current assets 393,632  365,188 

 Fixed assets, net 662,695  631,138 
 Other assets 213,752   199,768 
Total assets 1,270,079  1,196,094 
LIABILITIES AND STOCKHOLDERS' EQUITY    
Current liabilities    
 Accounts payable 37,721  37,533 
 Accrued expenses 178,292  185,792 
 Deferred rent 66,304   65,974 
Total current liabilities 282,317  289,299 

 Long-term debt 189,000   210,000 
Total liabilities 471,317  499,299 
Stockholders' equity    
 Common stock 3  3 

 Additional paid-in capital 146,908  146,908 
 Retained Earnings 651,852   549,884 
Total stockholders' equity 798,763   696,795 
Total liabilities and stockholders' equity 1,270,079  1,196,094 

 

FreshHouse    
Income Statement (in thousands of dollars)    
 2015  2014 
Revenue  1,759,327  1,741,908 
Restaurant Operating Costs    
 Food, beverage, and packaging 572,409  565,622 
 Labor 572,242  565,457 
 Occupancy 150,304  148,816 
Depreciation and amortization 127,788  126,523 
General and administrative expenses  115,835  123,335 
  1,538,579  1,529,753 
Operating Income 220,748  212,155 
Interest Expense 1,064   1,053  
Income Taxes 117,717   116,551  

Net Income  $101,968  $94,551 

     
Earnings per share $4.27  $3.96 
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FreshHouse Financial Ratios 
 

 
   

Number of shares used in calculating EPS: 23,870  23,870 

 2015  

Current ratio (current assets / current liabilities) 1.39  

   

Debt to equity (total debt / total equity) 0.59  

   

Return on assets (net income / total assets) 8.27%  

   

Profit margin (net income / total revenue) 5.80%  

   

Return on equity (net income / total equity) 13.64%  

   

Earnings growth 7.84%  



Experiment 3, Page 8 of 17 

SCREEN 4 – ALL CONDITIONS 

 
  
 

SCREEN 5 – ALL CONDITIONS 
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SCREEN 6 – ALL CONDITIONS 
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 SCREEN 7 – ALL CONDITIONS 
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 SCREEN 8 – ALL CONDITIONS   
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 SCREEN 9 – ALL CONDITIONS 

SCREEN 10 – LESS VARIABLE CONDITIONS 
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SCREEN 10 – MORE VARIABLE CONDITIONS 
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SCREEN 11 – ALL CONDITIONS 
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SCREEN 12 – ALL CONDITIONS 
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 SCREEN 13 – ALL CONDITIONS 
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 SCREEN 14 – ALL CONDITIONS 

 


