


And several key staffers also have
left the chain of their own accord —
including Philip de Mena, a former
Blockbuster executive who was Roast-
ers’ senior vice president of develop-
ment, and Stephen David, who was
vice president of operations.

Brown, a former governor of Ken-
tucky who is credited with turning
Kentucky Fried Chicken into a national
chain in the late 1960s, refused to com-
ment for this article. So did Roasters
vice chairman Greg Dollarhyde.

But Perlman said she doesn't consid-
er such turnover at the executive level
to be unusual for a young company
with 100 employees.

‘Yes, there are departures, and there
are going to keep being departures,” Perl-
man said. “We're an evolving concept.
We've built over 300 restaurants in five
years, You begin with certain people, and
it evolves. It's just an ongoing process.”

Perlman would not disclose overall
sales or earnings figures for the pri-
vately held company, although Brown
has publicly confirmed reports that
Roasters lost $1.7 million on revenue of
$145 million in 1994.

Brown's original plan to take Roasters
public — a plan he talked of often in
1993 and 1994 — has not come to
fruition. And the company's publicly
owned Foodquest subsidiary, which oper-
ates nine Roasters restaurants and one
Clucker’s, saw its stock price and share-
holders' equity drop sharply in 1995.

In the last two years, Roasters’
growth has been funded in part by a
$50 million investment from the Ber-
jaya Group Berhad, a Malaysian firm
that has been a partner in the compa-
ny's international expansion. Forty-five
of Roasters' 284 stores are now outside
the United States.

Perlman said systemwide sales have
been averaging $1 million a year per
unit — unchanged from 1994, accord-
ing to the company’s press materials.
She said the closing of some unprof-
itable stores and the buying back of
others can be attributed mostly to inex-
perienced franchisees.

“We are looking at all the stores
now,” she said. “If the franchisees can't
keep up with their stores, we'll either
buy them out or close the stores and
find new franchisees.”

Indeed, relations between Roasters
and some of its franchisees have been
less than smooth. Two lawsuits sched-
uled to go to court this April involve
disgruntled franchisees who claim the
company signed them up before its con-
cept was solidified and its support sys-
tems were in place.

“The problem is that John Y. Brown

launched the Roasters system prema-
turely,” said Robert Zarco, the Miami
franchise attorney who is handling both
cases,
“Brown did not have the infrastruc-
ture in place to provide prospective
franchisees with appropriate levels of
management, services, marketing,
training and other types of support
which are the essence of a franchise
gystem,” Zarco said.

The case that has attracted the most
attention is that of Kevin Melilli, a Tama-
rac flooring contractor who once owned
three Roasters restaurants in New York
and New Jersey. Melilli, who has an
April 1 trial date in U.S. District Court in
Miami, is suing Roasters for breach of
contract, tortious interference with busi-
ness relationships, and fraud and misrep-
resentation, among other counts.

He is asking for $4 million in com-
pensatory damages and $9 million in

punitive damages.

Melilli claims that Roasters underesti-
mated the cost of opening a restaurant,
provided misleading information about
potential profitability, changed its real
estate guidelines and cooking methods in
mid-stream, offered little operational
support, and prevented him from selling
his failed stores to another chicken chain,

Melilli also claims the company pro-
vided no help when neighbors of his
Fairlawn, N.J., store launched a protest
over the odor from his wood-burning
oven. That issue, along with his claim
that most of Roasters' chickens are not
really cooked with wood, thrust Melilli's
case into the national spotlight when
his suit was filed last year,

Also suing Roasters is Michael
Albarkat, a Michigan franchisee who
owned Wendy’s restaurants before join-
ing the Roasters chain in 1992.

“They told us that for the price of one
Wendy's we could do four Kenny
Rogers restaurants, so we sold our
Wendy's,” Albarkat said this week.

But when Roasters changed its con-
cept from strip mall stores to free-
standing units, Albarkat said he no
longer could afford to open more stores.
He also claims that he received almost
no marketing, training or operational
support from Roasters; that he lost
sales over a change in Roasters' cooking
method from hand-marination to injec-
tion of seasonings; and that he was mis-
led as to the extent of singer Kenny
Rogers' personal and promotional
involvement in the chain.

Albarkat, who has closed two of his
stores and claims Roasters is trying to
shut down the third, is suing the compa-
ny on 15 counts including breach of con-
tract, breach of fiduciary duty, fraudu-
lent concealment and negligent omis-

sion of fact. His case is set for an April
28 trial in U.S, District Court in Detroit.

Zarco, who has won settlements for
franchisees of Burger King, McDonald's
and Dunkin Donuts, said he also is
talking with other Roasters franchisees
who may file suit.

Roasters spokeswoman Perlman
wouldn’t comment on the specifics of
the Melilli and Albarkat lawsuits, but
she said Roasters is generally trying to
weed out inexperienced franchisees.

“This goes back to the issue of getting
seasoned players,” she said. A lot of
our early franchisees were very eager to
get involved and didn't really know
about the industry.

“When you begin, you're selling an
idea. And a lot of people in the restau-
rant industry say, ‘Hey, you get the kinks
out and get back to us in a few years.’
Now, we really have something to sell.”

Keith Kanouse, a Boca Raton attor-
ney who recently published a guidebook
for franchisees, said people who get
involved in start-up concepts often run
into problems.

“There’s an old rule that you never
buy the first model of a new car,” he
said. “But everyone wants to be in on
the ground floor of the next McDonald’s
or Blockbuster.” ()



