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——Think Tank

Doctor, Doctor, Gimme the News, |
Heard the CODB Is New & Improved

Nurse: Dr. Howard, Dr. Howard!
Doctor: What is it nurse? And why
are you yelling? I'm standing right
next to you!

Nurse: I can't help it, 'm so excited!
Doctor: Well, considering the size of
my sigmoidoscope, T can’t blame
you. You know, L...

Nurse: Doctor, I'm excited about the
CPR I can get from the CODB.
Doctor: Hmmm... if your CODB con-
dition warrants CPR, why don't I
just begin chest compressions and
mouth to mouth?

Nurse: Dr. Howard, please. I'm not
talking about Cardio Pulmonary
Resuscitation for Cardiogenic Onset
of Dyspnea and Bronchiolitis. I'm
talking about the new and
improved “Company Performance
Report” for music product retailers

participating in the “Cost of Doing
Business” survey.

Doctor: I knew that. But how
about those chest compressions?

Nurse: Doctor, I don’t need a chest
compression! What I need is the lat-
est IPR from the CODB.

Doctor: That damn CODB condition
again. And now you want an insert-
ed probe retractor?

Nurse: Doctor! That’s not what
“IPR” stands for. It stands for
“Industry Performance Report” and
contains vital information about the
financial health of the music prod-
ucts industry.

Doctor: Of course, but how about
that mouth to mouth I suggested?

Nurse: Doctor, I'm reporting you to
NAMM!

Doctor: NAMM:? The National

by Alan Friedman
Association of Music Merchants?

Nurse: No, the National Annihilation
of Medical Misfits. You, Doctor, are
a pig!

Doctor: Yes, but how about thosc
chest compressions?

Mnemonic Fever

Among other things, Dr.
Howard is obviously unaware of
one of the greatest prescriptions
available to music retailers for mak-
ing their businesses financially
healthy. No longer can music retail-
ers claim short-term amnesia as the
cause of their poor financial condi-
tion. NAMM has just announced a
“new and improved” Cost of
Doing Business (CODB) survey,
which produces an individualized
Company Performance Report
(CPR) and updated Industry
Performance Report (IPR) for all
participating music products retail-
ers. The report is compiled by the
independent statistical survey firm,
Industry Insights.

Why is this big news? Many retail-
ers have been unaware—and there-
fore failed to take advantage—of the
multitude of benefits offered by par-
ticipating in our industry’s annual
CODB survey. This was evident by a
consistent, but lackluster, G-percent
annual participation rate (approxi-
mately 225 out of more than 3,600
retailing NAMM members).

Unfortunately, low participation
will tend to distort survey data by
not capturing a fair representation
of music retailers. Although Dr.
Keyboardkian was ready to pull the
plug on this program, NAMM wise-
ly decided instead to admit the
CODB into NAMM University
Hospital for the Terminally Insane
to diagnose what was causing low
retailer participation.

Psychiatric Evaluation

Many things could have been
causing low participation in the
CODB survey—a cumbersome par-
ticipation form, a retailer’s inability
to produce key financial data, an
inability to generate this data timely,
data privacy issues, a retailer feeling
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ashamed of their financial results
and/or an unawareness of the
CODB program. Luckily, they ruled
out many of the ailments I've per-
sonally suffered from, such as para-
noia (my 1976 talk box is starting to
talk to me), delusions of grandeur
’m beginning to think I'm a better
drummer than NAMM CEO Joe
Lamond) and split-personality disor-
der (yesterday I was an accountant,
today I'm still Joe Lamond).

Accordingly, NAMM membership
director judy Bohlim called in a
“cracked” team of specialists to
study the symptoms plaguing the
CODB. Internist Sandy Cloud (finan-
cial consultant) was engaged to fig-
ure out what internal financial data
needs to be provided by each music
store. Then yours truly, proctologist
Alan Friedman, CPA, was called in
to probe what financial analysis
should be generated and reported
to help music retailers fiscally man-
age their business. Finally, plastic
surgeon Tom Noon (president of
industry insights) was called upon
to cosmetically give the CODB par-
ticipation forms a new look.

After several months of exhaus-
tive research, the “new and
improved” CODB emerged with a
clean bill of health for 2002. To cele-
brate its swift recovery, let’s explore
why the CODB program is so vital
to all music retailers, and take a clos-
er look at our patient’s new facelift.

Vital Signs

As a music retailer, your participa-
tion in the CODB survey is the sin-
gle most important thing you can
do to assure your industry continues
to produce a meaningful “bench-
mark” against which you can mea-
sure the financial management and
success of your store against that of
your peers.

Briefly, here’s 10 of the many
benefits and vital signs that can be
derived from your participation in
the new CODB survey (hereafter
simply referred to as “the survey”),
and the individualized CPR Report
and industry-wide IPR Report (here-
after called “the reports”):

1. The whole thing is totally
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“free” for the retailer.

2. It now takes 30 minutes or less
to fill out the survey forms.

3. Your participation is complete-
ly confidential, as your financial data
is sent directly to the independent
survey firm, Industry Insights. No
one at NAMM or any other industry-
related organization will have access
to your company’s financial data.

4. The reports are the only com-
pilation of meaningful financial sta-
tistics for “all” types of music retail-
ers, and are updated every year,
which makes them current, timely
and more meaningful.

9. The reports provide vital statis-
tics and ratios on profitability, liquid-
ity and sales performance, making
them one of the most useful man-
agement tools available to music
retailers and their advisors.

6. The reports are a great tool for
bankers to help give you that loan.
Remind your bankers it’s often mis-
leading and unfair to statistically
compare your business to other
types of retailers (ike hardware or
apparel retailers).

1. The reports will guide you and
your bookkeeper on proper product
categories and chart of accounts, as
well as guide your accountant on
proper financial statement and tax
reporting of tricky issues—like
instrument rental revenue and
inventory trade-ins.

8. The reports are vitally impor-
tant data resources for any profes-
sional engaged to determine the dol-
lar value of their business.

9. The reports are great measure-
ment tools to assist your suppliers’
credit managers when granting and
extending trade credit.

10. The reports are the only true
benchmark available to measure
how you are performing financial-
ly—compared to your peer music
retailers, as well as how the music
product industry is financially per-
forming as a whole.

Still not convinced? OK, Marcus
Welby, let me show you some diag-
nostic imaging (“clip art”, for you
non-medical retailers) of the new
“easy-tofillout” CODB participation
form (see page 32).

Page 1: Why Not Participating
Makes You an Idiot

Wow, this is a tough one. Nothing
to fill out; just some easy reading on
why the CODB program is vital,
beneficial, simple and completely
confidential. It even includes idiot-
proof directions on exactly what to
do to participate.

There are, however, two things
left out: 1. the old set of line-by-line
instructions (the survey is now so
simple, you won’t need any more
instruction than what’s already
printed on the forms); 2. a list of sur-
gical centers for your lobotomy in
case you still fail to see the need to
participate.

Page 2: Stuff You Probably Know in
Your Head

This is the first page that needs
your input, and asks some easy
questions about your store—like
how many employees you have, the
number of square feet you occupy
and what advertising methods you
employ.

You'll also notice an important
change when you select your “type”
of store. Not only is there now a
more comprehensive description of
store types (to help you accurately
determine what kind of music store
you run), you'll also notice the addi-
tion of a new store type, the long-
neglected “Print Music” retailer.

Page 3: You No Longer Have to Call
Your Accountant

The third page asks you to pro-
vide amounts reported on the two
most important pages of your finan-
cial statement—the balance sheet
and income statement. If you really
don’t know what this data is, where
to get it or how to fill this page out,
I've got good news and bad news.

The good news is you can still
participate in the survey. Simply
include your most recent “year-end”
financial statement or your federal
tax return (Form 1120, 11208, 1065
or 1040 - Schedule C) with the sur-
vey forms, and forget about filling
out page 3. It’s that simple.

But here’s the bad news. If some-
one (like your accountant, con-
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Page 2

both you and your advisors can use to better manage every financial aspect of runaing your business, including profit, inventory, sales, expense and
cash flow management.

11'S EASY.,.

1. ¥ith the comect detailed information in hand, we estinsate it will fake you no more thas 38 minutes to fill out this formi!
2. Shuply 8 out pages 2, 3 and 4 of this survey. This will also help you beiter understand the data needed 1o Saanially run your business. If you

completing the financial statement section on page 3 of this survey, doa't worryl! You can simply il out pages 2 and 4 only, and
attach your most recently compieted financial statements or tax retum. Full year data is required, aithough it does not matter when your fiscal year
ends.

have any diffuity

@M e e

2 AND COMPLETELY CONFIDENTIAL

Because all survey and finandial data s compiled, tabulated, analyzed and sent directy to Industry lnsights, loc., all aspects of your financial

The “New and Improved”
The 2002 Cost of Doing Business Survey

Fill out the form carefully and be as complete and accurale as possible. Estimate only if necessary.
Oollar amounts should be rounded to the nearest dollar; do not use cents.

Make sure items add up where they should. The form indicates what items should add to 2 total.
H the answer to an item is zero, enter a zero. ¥ it does not apply to your company, enter “NJA™.
On page 3, endlose a negative amounts in parentheses { ), rather than using rinus signs.

. Mall,or fax (614) 442-3302, this completed form 0o later than May 1% 20072 to:

Industry insights, inc,
1585 Bethel Road

Columbus, OH 432220

data is kept completely confidential, and is seen only by industry lusights, Int..

PICH YOUR TYPE OF STORE

For purposes of this survey, there are five distinct types of music stores as described below by the products and services you provide, Make sure you

check off the correct type of store that you operate on the next page.

YOUR CONFIDENTIAL SURVEY ID

End of Fiscal Year for Wiich this Bata Applies:

ay Ste

Company Phone # ~
Store type: »o: CIFull Lise » DHeybosed , CiSchosl Music Ws
OPrint

Person to contact with questionsabostdate, :
£l

CENERAL SYORE iINFORMATION

1| Covent Year Sales $ " Please estimate the percent of

2 _| Previous Year Sales n expense by media
3| 3cd Latest Yoar Sales n ol
4 | 4thLafest Year Sales n 9 | Mewspaper % s
5 1 5thLatest Year Sales n
W 10 | fado % "
& ‘nusmber of employees
(hmw 58
7 | Humber % 11 | Television % e
Ibm& 5
o 12 | Direct Mai % a5
8. Does your business currently have 2 web site? [ Yes [INo s
b, yes, does your web site support e-commerce 13 | Yellow Pages LA
fe. igh the site)? [J Yes L3 No »sx

Full-dine The majority of dollar revenues is accounted for by piano, organ, band and orchestra instrument, drum and percussion,
guitar, amphifier, electronic keyboard, recording equipment, sound reinforcement, sheet music and accessory saes, as
wel as instrument rentals, repalr service and music lessons.
Heyboard The majority of dollar revenues is accounted for by piano, organ and electronic keyboard sales.
School Music “The majority of dollar revenues is accounted for by band and orchestra instrument and print music sales, as well as
instrument rentals, repalr service and music lessons.
ComboPre The majority of dollar revenues is accountad for by guitar, amplifier, electronic keyboard, synthesizer, drum and
Rudio percussion, recording equiprient, sound reinforcement and accessory sales.
Print Music e majority of doflar revenues Is accounted for by print music sales.
Page 3
22 | Goh $ 31 | Open Accounts Payable
By Do et o) o 32 | Floor Plan Payeble o
74| Twentory (meckiciing rentaks assets i
rentat instrument lease pools) » 33 | Short-Term Debt =] a s
25 | Other Current Assets » 3 | Other G " 64 | Planos: Grand Pianos m O [u] = a -
7% | TOTAL Planos: Dighal P
(A0D LIES 22 THROUGH 25 » HSK{ '3 TORACRE RN £ e il b = = =
35T Tl bnstruients by Lease Ponks {ADDUMES 31 THAOUGH 34) 66 | Orgars w O O m w” w
{net of depreciation) » 36 | Long Term Debt and Liabilities 67 | Portable Electronic Keyboards and i
78| Fined assels (store fires, o, = 01 B =, = 5
vehicles, etc., net of depreciation) i 37 M“;)“msmssxs - €8 | Band and Orchestra mi B O w " e
29 | Other Assets " L 0% 69 | Drums and Percussion wi OO m o m
£ TOTAL ASSETS 38 TOTAL LIABILITIES & NEY WORTH
(405 1526 T 29) (ADD LINES 35 THAOUGH 37) 70 | Blectric Guitars o 1 o w m w
st Equal Line 38 » Host Equi) Line 71 | Acoustic Gultars wi Ola o m -
72 | Ampifiers w 010 s i o
73 | Sound and Public Address Equipment ] [u ] ” s e
74 | Recording Equipment w0 £l w ey w
1| GROSS PROFIT 39 v Lo 40 P 75 | Sheet Music: Method Books i O a - o -
4 Instramant Rental Income  Aenlal revenues less depreciabion and direct costs fi.e. repairs and 76 | Sheet Music: Pop TRles w i O a e w o
ottt = P
3| Lesson/Studio Remtal Iocome Lessoryatico renta revernies 53 divect costs {12, cost of eachers, S e i S ILEL = = i
|| swples) 2 eyl ol anigsmensaed orchesyd sty g 6 = - -
44 | Repair and Service Income  Repair andf service revenues less direct costs (ie. repair wages, conlractors 79 | Sheet Music: other wit 13 a vy iy .
and parisj = a
45 | Othor Operating lacome Jefvery, uning/Set-up charges and other sources of aperating income .. e i L 2 L o k4
46| TOTAL OPERAVING PROFIT _(ADD LINES 41 THAOUGH 45 “ 81 | Other Products wi O L8 w L L
e e e e ” » -
L2 Quners Compensation (offcer wages if corporation, owner draws i sule proprietorship, pactnersip of (L¢) L
43 Seliing Salaries and Commissions 3 lms@mmmm.. Percentage of band & orchestra instruments returned for the most recent fiscal year Faans i
43 Administrative and Other Salaries and Wages (0 not indlude service, delivery, etc. wages included above] »
50 Fringe Benefits _ (payrof taxes, health, We and disabiiy i pensk ions, oft. a
51 Advertising and Promotion (et of yender co-op affowances) "
52 Oceupancy (Rent, maintenance, and uliities) "
53 Computer, Technology and E-Commerce (intemiet access, website, software, hardware mainienance, elc.} »
54 Other Operating Expenses (fefsphane, office supplies, travel, professional fees and all other aperating exp.] @
55 Total Operating Expenses _ (500 LNES 47 THROUGH 54) »
56 | INCOME FROM OPERATIONS  (LINE 46 MiNus LIRE 55) "
HON-OPERAYING OTHER INCOME AND (EXPENSE) (use parenthesss for any negative amounts)
57 lnterest income and Finance Charges "
58 | Other income (ie. gain an sake of fixed assel) "
59 | Interest Expense (inchudling interest paid on foor plarving programs) n
60| Other Non-Operating Expense (ie. foss on sale of fired asset] B
61 Total Other Income (Expense)  (LNE 57 PuS 58, LSS 59 a0 60) P
62 : Wet Profit Before Income Tax  (LNE 56 PUS LINEGT) »
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troller or bookkeeper) isn't periodi-
cally providing you a balance sheet
and income statement, then you
have no clue what is financially
going on with your business. If you
get these statements but don’t
understand them, you’ve got the
same problem.

Page 4: the Key to Sales,
Profitability & Inventory
Management

The last page requires you to pro-
vide sales, cost of goods sold and
inventory amounts by product cate-
gory. Already I can hear the grum-
bling. Frankly, 'm glad the survey
forces to you fill out this page, as this
data is critically important to your
store’s financial viability and success.
Last month’s Think Tank (“Dazed
and Confused about Financial
Analysis,” January 2002), illustrated
how an analy51s of “sales,” “cost of
goods sold” and “inventory” figures
can provide the means to knowing
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what product is moving, selling prof-
itably and providing the greatest (or
the least) return on your investment.
So stop whining, and take the 10
minutes to fill the damn thing out.

What Do | Get from My HMO (Heavy
Mental Output)?

Here are the two key products
you get for participating in the sur-
vey: the CPR and access to the IPR.
Your CPR gives you an individual-
ized financial analysis of your store,
compared to other music stores
similar in type and size. You also
get web access (or a hard copy
report by calling NAMM) to the
IPR. The IPR contains the same
type of data as the CPR, but for the
entire music products industry—
reported by store type, size and
geographic location.

Some Final Thoughts
Don’t let another year go by
with the health of your business

0‘.

mg/’ é

skbcases.com

unchecked. Pull out the No. 2 lead
stethoscope and participate in the
industry’s most itnportant program.
If you need any help in the partici-
pation process, please don’t hesi-
tate to contact Judy Bohlim at
NAMM (800-767-6266).

Given the enormity of the bene-
fits that both you and the industry
can derive from your participation
in the CODB survey, I can’t think
of a single reason why a music
retailer wouldn’t take a half hour
out of their day to participate in a
program aimed at financially better-
ing their life—unless, of course,
you’'ve had brain surgery per-
formed by Dr. Howard.

Alan Friedman, C.P.A.,
provides accounting and
financial services to music
industry clients. He is a
frequent NAMM University
speaker, and can be contacted
at 860-521-3790 or alan @
fkco.com. b
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cts for 2002

Once again, SKB is proud to introduce
another exciting array of great
products. Two examples are the
Spectacular ATA Acoustic
Guitar Roller - a tough, made
for airline transport, roto-molded
supercase! The music industry
has never seen the likes of this
gem Then, the best gets better. .
.SKB world reknown GigRigs are
sporting a brand new look for the
new year. Form and function reach
new levels with these rolling rack
systems.

NAMM 2002
booth 4210

800.410.202

sales and marketing headquarters - Orange, CA
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