Scenario: Continue with current Donut shop operation or Buy into Franchise 
[bookmark: _GoBack]Kiana has been looking into buying into a franchise.  This will increase her revenue but will also increase her expenses.  
What Is a Franchise?
A franchise is a type of license that grants a franchisee access to a franchisor's proprietary business knowledge, processes and trademarks, thus allowing the franchisee to sell a product or service under the franchisor's business name. In exchange for acquiring a franchise, the franchisee usually pays the franchisor an initial start-up fee and annual licensing fees.  https://www.investopedia.com/terms/f/franchise.asp
To conduct an appropriate analysis, the first thing Kiana needs is a forecast of demand for next year.  She will base her forecast off historical MONTHLY sales data she has gathered data for the last three years.  This data will be the basis for her 2020 forecast.  
Next, she will need to determine the profitability of the two different options, by creating a yearly profit model for each option (continuing to operate her donut shop or buy into the franchise).  
Finally, she will use decision support tools to analyze her two different options.  This will help her  decide if she should buy into the franchise or continue with her current donut shop.
Contact the webex instructor for your section for the time series data to use to create your forecast. There are multiple data sets, you will use the data set that is the same as the last digit in your panther ID (if 0 you will use data set 10).
If you submit answers for an old or wrong data set or some elses work, you will get a 0 for the entire project.
Starting Excel File: Click the following to download the financials and project template.  DON'T MAKE ANY CHANGES TO THE FORMAT OF THE EXCEL SHEET.  You will be asked to enter values from specific cells on the grading quiz.
 Excel File for project   DOWNLOAD THIS FILE 
Part 1:  Create a forecast for average demand:  (10 points) Contact Webex instructor for due date.  To receive credit you must complete the Individual Project Part 1 quiz on Csepub and upload your Excel file to icollege.
Using historic sales data create a monthly forecast using classical decomposition that is based on regression and seasonality.  We are creating a monthly forecast not quarterly.
For help, review Module 4 Excel Exercise.  Please note that the Module 4 Exercise is based on quarterly data.  Kiana is creating a monthly forecast based on monthly data. You will create a seasonal Index for each month. Therefore, you will have seasonal indexes for Jan, Feb, March, etc.  Remember the total of the month’s seasonal indexes for a year should add up to 12.  You will still use a three-year average for your final seasonal index.
Submit for grade part 1 : You must complete the following quiz and load your file to the icollege assignment folder by due date to receive a grade.Enter your answers from your Excel spread sheet in the following quiz:
Click below for quiz:  You will get 3 attempts for each question, however you lose 10% of the point value for each additional attempt
Grade for Part One
If any data is wrong for part 1, you must correct your spread sheet before continuing.  Please set up an office hours appointment with any instructor.
Part 2:  Create two profit model spreadsheets to estimate profits (payoffs) for current operations and for franchise:  (25 points) Contact Webex instructor for due date.  To receive credit you must complete the Individual Project Part 2quiz on Csepub and upload your Excel file to icollege.
      PROFIT MODEL 1: current operations
Based off the average demand forecast created in Part 1 and Kiana’s financial data (all financial information is in Excel sheet downloaded above), estimate profits.   This is the profit model for the current operation.  
Assume a fixed level of production (provided with Excel file), reduced revenue per unit for leftovers that are sold at a reduced cost and extra expenses for unhappy customers (also provided with the Excel File). 
This profit calculation is reviewed in Module 5.  For help with this step refer to Excel Exercise 6.   This is when production and demand aren’t equal. 
PROFIT MODEL 2: franchise operations
The three major changes to the profit model when considering a franchise operation:
1. Kiana will now pay a monthly fee to the franchise owner.  
2. Being a franchisee will increase the demand for Kiana’s donuts due to the increased advertising and name recognition of the franchise.  
3. Based on the increased demand, Kiana has decided to increase production.
These values are provided with the Excel File.  
Now you will see how you can re-use your spread sheet if it is created correctly.  Just copy Profit Model 1 on to a new sheet in your Excel workbook and make      the above changes.  Then you are good to go.
Both of these resulting profit models are based on average demand. 
Submit for grade part 2 : You must complete the following quiz and load your file to the icollege assignment folder by due date to receive a grade.
Enter your answers from your Excel spread sheet in the following quiz:
Grade for Part 2
If any data is wrong for part 2, you must correct your spread sheet before continuing.  Please set up an office hours appointment with any instructor.
Part 3:  Impact of changes to demand on profits.  What if we have lower or higher than expected demand? Based on these results, which option should Kiana chose?    (25 points)  Due date: midnight last day of webex class meeting.  To receive credit you must complete the Individual Project Part 3 quiz on Csepub and upload your Excel file to icollege.
1. What if next year is better or worse than the average Kiana is currently projecting?  Would this change her decision?  
For both options (continuing to operate her donut shop or buy into the franchise) create profit models for high and low demand.
1. 
a. High Demand: Make copy of the above model and change demand to XX% higher than the above model.  This value is provided with the Excel File. 
b. Low Demand: Make copy of the Average model and change demand to  XX% lower.  This value is provided with the Excel File. 

2. Create the Payoff Table to help decide which option to pick.
Kiana has two decision alternatives and three states of nature.   Using all the methods (MaxiMin, MaxiMax, MinMax Regret, Laplace, EVUII, EVUPI, EVPI, EOL)  determine which choice is the best.
This is very similar to in-class Excel Exercise 7 and 8.
Based on the above information, which Decision Alternative should Kiana pick and why? 
Fill in answers on Expect Value sheet 

Submit for grade part 3 : (You must complete the following quiz and load your file to the icollege assignment folder by due date to receive a grade)
Enter your answers from your Excel spread sheet in the following quiz:
Grade for Part 3 

Other Useful information:
The following covers how to copy a worksheet and how to link to another worksheet.
Excel Copy and link Video
excel copy video placeholder

