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  4 

SCOTT MOBLEY:  5 

Good afternoon, and welcome to the Noble Roman’s conference call.  6 

We appreciate you joining in.  My name is Scott Mobley, and I am 7 

President and CEO of the company.  Also on the line is Paul Mobley, our 8 

Executive Chairman and CFO.  Today we will discuss the third quarter 9 

as well as the current business environment.  At the end we will take any 10 

questions you may have.   11 

 12 

We will begin today’s call with Paul’s review of financial highlights. But 13 

first, I would first like to refer you to the Safe Harbor Statement contained 14 

in the earnings press release. This conference call will contain forward-15 

looking statements of the kind referred to in that statement, so those 16 

provisions apply to this conference call as well. 17 

 18 

So with that out of the way, I will turn the call over to Paul for financial 19 

highlights.  Paul . . .  20 

 21 



Paul Mobley: 22 

Thank you Scott and I want to thank the attendees very much for their 23 

participation on this call. 24 

 25 

We are happy to report that the company-owned Craft Pizza & Pub 26 

locations continue to exhibit very favorable sales growth and margin 27 

increases.  The margin for the most recent three-month period ended 28 

September 30, 2020 was 15.2% compared to 10.6% for the comparable  29 

period in 2021.   30 

 31 

Results from the company’s franchising venue are also on a favorable  32 

up-trend gradually returning to pre-pandemic levels.  On a sequential 33 

quarterly basis the revenue from this venue has shown a steady increase 34 

for the last four quarters.  This venue, especially the entertainment 35 

segment, was negatively impacted by COVID-19 and the resulting 36 

difficulties.  This segment is typically located in underlying small 37 

businesses with little capital and operational flexibility to deal with 38 

prolonged adverse conditions.  Many were forced to close to due 39 

government regulations and did not have the financial capability of 40 

coming back.  To compensate for this and to again drive revenue in this 41 



venue, the company focused a lot of its resources on selling new 42 

franchises and opening new units.  The company sold 26 new  43 

non-traditional franchises this year prior to October 31st.   44 

 45 

Total revenue for the three-month and nine-month periods ended 46 

September 30, 2022 was $3.9 million and $11.1 million, respectively, 47 

compared to $3.4 million and $10.3 million for the comparable periods in 48 

2021.  Company-owned CPP revenue for the three-month and nine-49 

month periods ended September 30, 2022 was $2.6 million and $7.4 50 

million, respectively, compared to $2.1 million and $6.5 million for the 51 

comparable periods in 2021.  Franchising revenue for the three-month 52 

and nine-month periods ended September 30, 2022 was $1.1 million and 53 

$3.2 million, respectively, compared to $1.2 million and $3.4 million in the 54 

comparable periods in 2021.   55 

 56 

The company reported a net income of $4,000 and a net loss of 57 

$183,000 for the three-month and nine-month periods ended September 58 

30, 2022 compared to a net loss of $79,000 and a net income of 59 

$833,000 for the comparable periods in 2021.  The net income for the 60 

nine-month period in 2021 was the result of the company receiving funds 61 

through the Payroll Protection Plan accounted for as a grant of $941,000 62 



in the first quarter 2021, limiting comparability of the results between 63 

2022 and 2021.  64 

 65 

The Craft Pizza & Pub venue had revenue of $2.6 million and $7.4 66 

million for the three-month and nine-month periods ended September 30, 67 

2022 compared to $2.1 million and $6.5 million for the comparable 68 

periods in 2021.  This revenue increase was the result of adding two 69 

additional locations in the last quarter of 2021 and same store sales 70 

increases in existing locations.  The margin contribution from this venue 71 

was 15.2% and 13.0% for the three-month and nine-month periods 72 

ended September 30, 2022 compared to 10.6% and 22.2% for the 73 

comparable periods in 2021.  The margin of 13% for the nine-month 74 

period was reduced as a result of the lower sales in January and 75 

February because of the spread of the Omicron variant.  The increase in 76 

margin for the nine-month period ended September 30, 2021 was the 77 

result of certain expenses being reduced by the PPP loan/grant including 78 

the reimbursement of $371,000 in payroll costs in the first quarter of 79 

2021. 80 

 81 

The company franchising venue had revenue of $1.12 million and $3.22 82 

million for the three-month and nine-month periods ended September 30, 83 



2022 compared to $1.18 million and $3.43 million for the comparable 84 

periods in 2021.  The franchising revenue was reduced during the 85 

pandemic as various non-traditional locations throughout the country had 86 

to close due to government regulations and other actions in an attempt to 87 

reduce the spread of COVID-19.  The revenue has been gradually 88 

increasing again due to the opening of new locations and has been 89 

gaining on a sequential quarterly basis and the quarter ended December 90 

31, 2021 was $1,013,000 and the quarter ended March 31, 2022 was 91 

$1,034,000, the quarter ended June 30, 2022 was $1,064,000 and the 92 

quarter ended September 30, 2022 was $1,120,000.   93 

 94 

Labor shortages, supply chain disruptions, high inflationary pressures 95 

and the emergence of the COVID pandemic has had a significant 96 

negative impact on both the CPP and franchising venues. The company 97 

has successfully mitigated the effects with regard to Company-owned 98 

CPP restaurants. The franchising was affected more significantly and the 99 

franchising revenue is now increasing again but at a very slow pace 100 

because of the economic environment and labor shortage. 101 

 102 

The labor shortage and general inflation has resulted in higher costs in a 103 

variety of categories.  Most of the product cost increases have been 104 



offset by menu price increases, however the labor cost due to general 105 

labor market shortages and competition for the employees has increased 106 

wage cost more than was offset by the menu price increases.  In the 107 

company-owned CPP locations the labor shortage and spiraling costs 108 

have largely been mitigated by aggressive recruiting and training.  The 109 

labor cost shortage, however, is making it more difficult to franchise non-110 

traditional locations because the host facilities are not finding enough 111 

labor availability to expand their businesses.   112 

 113 

Salaries and wages in the Craft Pizza & Pub locations was 27.5% and 114 

29.2% for the three-month and nine-month periods ended September 30, 115 

2022 compared to 29.2% and 22.9% for the comparable periods in 2021.  116 

The 22.9% for the nine-month period in 2021 was the result of a portion 117 

of the PPP loan/grant received in the first quarter of 2021 including the 118 

reimbursement of $371,000 of payroll cost.  This demonstrates that most 119 

of the labor cost increase driven by the labor shortage was absorbed by 120 

menu price increases in addition to the company creating more efficiency 121 

with the use of labor in the company-owned restaurants.  This was a 122 

different scenario in the franchising venue as those independent 123 

operators are suffering from the labor shortage and are having difficulty 124 

recruiting employees to expand resulting in franchise sales being more 125 



difficult even though we were still able to sell 26 new franchises this year 126 

prior to October 31st.   127 

 128 

Gross margin contribution in the CPP venue was 15.2% and 13.0% for 129 

the three-month and nine-month periods ended September 30, 2022 130 

compared to 10.6% and 22.2% for the comparable periods in 2021.  The 131 

13.0% for the nine-month period was reduced by the margin in January 132 

and February to 7.2% as a result of the rapid spread of the Omicron 133 

variant in November 2021 through February 2022.  The increased 134 

margin for the months after February 2022 came despite the increase in 135 

utility cost which has increased approximately 30% over the previous 136 

year.  The company has implemented additional control procedures to 137 

conserve the use of both gas and electric.  The 22.2% margin for the 138 

nine-months ended September 30, 2021 was inflated by the 139 

reimbursement of various qualifying expenses as a result of receiving the 140 

PPP loan/grant of $941,000 in the first quarter of 2021. 141 

 142 

Gross margin as a percentage of revenue was 55.4% and 55.1% for the 143 

three-month and nine-month periods ended September 30, 2022 144 

compared to 58.2% and 61.7% for the comparable periods in 2021.  The 145 

decrease in margin in this venue was the direct result of the decrease in 146 



revenue from this venue as a result of the closures of several locations in 147 

compliance with the various state and federal regulations.  As stated 148 

before, the volume has since December 2021 been gradually increasing 149 

due to additional franchisee sales and openings, although slowly 150 

because of the economic environment and primarily because of the labor 151 

shortage affecting those type locations.  Actual expenses without regard 152 

to the reimbursement in 2021 of certain qualifying expenses in this venue 153 

have remain consistent and if revenue continues to increase, as it has 154 

been doing recently, most of that increase will add to additional margin in 155 

the future. 156 

 157 

General and administrative expenses were $518,000 and $1.6 million for 158 

the three-month and nine-month periods ended September 30, 2022, 159 

compared to $506,000 and $1.3 million for the comparable periods in 160 

2021.  Most of that increase in the nine-month period was the result of a 161 

partial reimbursement of certain qualifying expenses through the 162 

February 2021 PPP loan/grant.   163 

 164 

Interest expense was $378,000 and $1.1 million for the three-month and 165 

nine-month periods ended September 30, 2022 compared to $343,000 166 

and $1.0 million in the comparable periods in 2021, respectively.  The 167 



primary reason for the increase in both periods was the result of the non-168 

cash PIK interest adding to the principal amount of the Corbel loan 169 

outstanding. 170 

 171 

The company’s current ratio was 2.38-to-1 as of September 30, 2022 172 

compared to 2.27 to-1 as of December 31, 2021.   173 

 174 

That concludes the financial overview.  Now I will turn the meeting back 175 

over to Scott. 176 

 177 

Scott Mobley: 178 

Thanks Paul.   179 

 180 

As we summarized in the press release and in Paul’s presentation of the 181 

financial report, the third quarter saw progress advance in both the non-182 

traditional and the CPP venues.  On the non-traditional front, we now 183 

have an industry veteran with over 45 years of experience in the 184 

foodservice and non-traditional venue spending close to 100% of his 185 

time generating sales pipeline leads for our Executive Vice President of 186 

Franchising to follow up on.  In addition, we concluded a national 187 

convenience store trade show in October for the first time since COVID 188 



and came back with some additional pipeline leads.  Our main priority in 189 

this venue is to work these leads, increase the potential sales flow to 190 

executed franchise agreements and then on to additional open units. 191 

 192 

We need to keep the following in mind, however. While there is 193 

significant interest in our non-traditional franchise concept, there are two 194 

current macro-economic hurdles that can derail or delay the sales 195 

process, either before an agreement is signed or after an agreement is 196 

signed and before the new unit is opened.  That is the general concern 197 

small business owners currently have regarding the economic outlook 198 

and the fear of a recession, and the continued difficult staffing 199 

environment these owners face.   200 

 201 

Nonetheless, we remain optimistic that we will see continued and even 202 

accelerated growth.  As mentioned, so far in 2022 we have sold 26 non-203 

traditional franchises.  In addition to a significant number of single unit 204 

leads, we also have leads representing new, larger chains and additional 205 

new unit growth is expected to come from existing chain operator 206 

franchisees. 207 

 208 



During the 3rd quarter we also initiated a test on a slightly refreshed kiosk 209 

display for our non-traditional units.  The current design is always well 210 

received, but some of the black backgrounds and darker counter 211 

surfaces have been replaced with a brighter white tile and counter look.  212 

This keeps the kiosk modern and fresh and helps it further stand out in 213 

what can be a crowded convenience store space. 214 

 215 

Turning to the Craft Pizza and Pub side of the business, the third quarter 216 

margins were enhanced by a number of factors.  First and foremost, we 217 

had greater stability in staffing in the 3rd quarter, and this allowed us to 218 

gain efficiencies in staffing and foodcost.  Less time was required for 219 

recruiting and training and more experienced personnel meant a greater 220 

ability to adhere to topping and portion standards. 221 

 222 

Obviously inflationary pressures continue, but a number of additional 223 

smaller initiatives begun in the second quarter helped offset these 224 

pressures in the third quarter.  Things such as energy consumption 225 

strategy, renegotiated credit card fees, pest control contracts and other 226 

renegotiated services. 227 

 228 



The salad bars continue to be a good draw for us.  Even though the roll-229 

out was not complete until the middle of July, we sold approximately 230 

21,000 salad bar orders in the 3rd quarter.  This is a high foodcost item 231 

on a percentage basis, but it has a high revenue ring per order and it is 232 

usually accompanied by other food and drink items. It also adds new 233 

customers to our base. 234 

 235 

Recently here in the 4th quarter we launched a new promotion, which is 236 

our limited time only Taco Pizza.  We are only a couple of weeks into it, 237 

but it is being well received – we sold approximately 800 Taco Pizzas 238 

last week. 239 

 240 

We are also currently interviewing candidates to take on the role of 241 

franchise development for Craft Pizza & Pub.  Although expansion with 242 

experienced multi-unit operators may still be a little soft in today’s 243 

environment, we think there are other opportunities that are also viable 244 

for franchising CPP.  We are taking our time to identify the right person 245 

for this effort, and it will take some time to implement the initiative and 246 

generate franchise sales, but we are pushing forward to make things 247 

happen. 248 

 249 



Looking now at some consumer metrics on CPP, they still remain 250 

somewhat unpredictable in this economic climate with greater than 251 

average variability from week to week.  However one metric in particular 252 

I will point out is our percentage of sales that occur in the dining room.  253 

Overall during the last 6 weeks, this averaged about 60%.  Pre-COVID 254 

this number was closer to 80%.  Prior to the Omicron outbreak earlier 255 

this year, our dine-in had climbed above where we are at now, only to 256 

drop noticeably during Omicron.  But it is gradually climbing over time 257 

and it is well ahead of this time last year when we were running only 258 

approximately 45%.  What is interesting is the disparity in the CPP units 259 

open pre-COVID versus those opened during COVID.  The pre-COVID 260 

units are running approximately 66% dine-in; the others are running 261 

approximately 49%.  That is a 17-point disparity.  This most likely has to 262 

do with the fact that dining rooms were sometimes closed or limited 263 

during COVID so guests at the newer units have less ‘muscle memory’ 264 

when it comes to thinking of us for dine-in.  This is a significant 265 

opportunity, and we are working on some strategies to exploit it. 266 

 267 

Labor is still an issue for both non-traditional and CPP operations.  As I 268 

mentioned, the availability of hourly staff in the non-traditional venue is 269 

having an impact on our growth rate.  In the CPP units in October, we 270 



experienced another round of unanticipated staffing shortages in the 271 

greater Indianapolis metro area, both in our hourly employee staff and in 272 

our restaurant management staff.  Hourly staffing is back up to 273 

somewhat normal levels in most units, but we still face some issues in 274 

management staffing which requires constant attention. 275 

 276 

As far as commodities and supply chain, these also impact both the non-277 

traditional and CPP segments.  Supply chain issues are still there, but 278 

are fewer in number and generally more manageable but they 279 

sometimes still require emergency management on management’s part.   280 

 281 

Commodities are still high, and cheese in particular is remining sticky at 282 

over $2.00 per pound on the Chicago Mercantile Exchange – that is 15-283 

20% higher than the 10-year average, which is keeping significant 284 

pressure on foodcost, as it has been virtually the entire year.  Again, we 285 

are working around these pressures, first with the menu price increases 286 

earlier in the year and then secondly with better operational controls 287 

available through more experienced staff. 288 

 289 

OK, on that note we will wrap up the presentation portion of the call.  290 

Next, Paul and I will take questions.  If you want to ask a question and 291 



you signed in with your name when you joined the call, press 5 then the 292 

STAR key on your phone – that will queue you in line.  Again, that is 5-293 

STAR.  When it is your turn to ask a question, you will hear a voice 294 

saying that your line has been un-muted.  Hearing that your line has 295 

been un-muted is your go-ahead to ask a question.  So again, press 5-296 

STAR if you have a question.  There will be a few moments of silence 297 

here as we build the que, then we will get started. 298 

 299 

{Q&A SESSION} 300 

 301 

OK, that wraps it up for today.  Thanks again for participating and have a 302 

good evening!  We will be terminating the session connection now.  303 

Thank you!   304 

 305 

The statements contained above, and the verbal discussion pertaining thereto, 306 
concerning the company’s future revenues, profitability, financial resources, 307 
market demand and product development are forward-looking statements (as 308 
such term is defined in the Private Securities Litigation Reform Act of 1995) 309 
relating to the company that are based on the beliefs of the management of the 310 
company, as well as assumptions and estimates made by and information 311 
currently available to the company’s management.  The company’s actual 312 
results in the future may differ materially from those indicated by the forward-313 
looking statements due to risks and uncertainties that exist in the company’s 314 
operations and business environment, including, but not limited to the effects of 315 
the COVID-19 pandemic, the availability of hourly and management labor to 316 
adequately staff company-operated and franchise operations, competitive 317 
factors and pricing pressures, accelerating inflation and the cost of labor, food 318 
items and supplies, non-renewal of franchise agreements, shifts in market 319 



demand, the success of new franchise programs, including the Noble Roman’s 320 
Craft Pizza & Pub format, the company’s ability to successfully operate an 321 
increased number of company-owned restaurants, general economic conditions, 322 
changes in demand for the company’s products or franchises, the company’s 323 
ability to service its loans, the impact of franchise regulation, the success or 324 
failure of individual franchisees and changes in prices or supplies of food 325 
ingredients and labor as well as the factors discussed under “Risk Factors” 326 
contained in the company’s annual report on Form 10-K.  Should one or more 327 
of these risks or uncertainties materialize, or should underlying assumptions or 328 
estimates prove incorrect, actual results may vary materially from those 329 
described herein as anticipated, believed, estimated, expected or intended. 330 
 331 

-END- 332 


