Edgar Filing: Bergio International, Inc. - Form 10-Q

Bergio International, Inc.
Form 10-Q
May 14, 2012

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarter ended: March 31, 2012

OR

[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Transition Period from to

Commission File Number: 333-150029

Bergio International, Inc.

(Exact name of Registrant as specified in its charter)

Delaware 27-1338257
(State or other jurisdiction of (IRS Employer 1.D. No.)



Edgar Filing: Bergio International, Inc. - Form 10-Q

incorporation)

12 Daniel Road E.
Fairfield, New Jersey 07004

(Address of principal executive offices and zip Code)

(973) 227-3230

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by section 13 or 15(d) of the
Securities Exchange Act of 1934 during the past 12 months, and (2) has been subject to such filing requirements for
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.

BERGIO INTERNATIONAL, INC.

INDEX TO FINANCIAL STATEMENTS

THREE MONTHS ENDED MARCH 31, 2012 AND 2011
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BALANCE SHEETS AS OF MARCH 31. 2012 AND DECEMBER 31. 2011 (UNAUDITED) F-1
STATEMENTS OF OPERATIONS FOR THE THREE MONTHS ENDED MARCH 31, 2012 AND 2011 F-2
(UNAUDITED)
STATEMENTS OF CASH FI.OWS FOR THE THREE MONTHS ENDED MARCH 31, 2012 AND 2011  F-3
(UNAUDITED)
NOTES TO FINANCIAL STATEMENTS F-4
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BERGIO INTERNATIONAL INC.

BALANCE SHEETS
December 31,
March 31, 2012 2011
(UNAUDITED)
Assets:
Current Assets:
Cash $ 18252 % 128,238
Accounts Receivable - Net 383,572 385,642
Inventory 1,674,659 1,529,394
Prepaid Expenses 26,433 14,863
Other Receivable - Net - 65,000
Deferred Financing Costs 42,417 60,689
Total Current Assets 2,145,333 2,183,826
Property and Equipment - Net 109,867 104,597
Other Assets:
Deferred Offering Costs 175,000 175,000
Investment in Unconsolidated Affiliate 5,828 5,000
Total Other Assets 180,828 180,000
Total Assets $ 2,436,028 $ 2,468,423
Liabilities and Stockholders' Equity:
Current Liabilities:
Accounts Payable and Accrued Liabilities $ 210,402 $ 119,231
Bank Lines of Credit - Net 122,498 104,326
Convertible Debt, Net 359,357 364,551
Current Maturities of Notes Payable 25,477 20,591
Advances from Stockholder - Net 221,244 323,086
Derivative Liability 310,230 282,584
Total Current Liabilities 1,249,208 1,214,369
Long Term Liabilities:
Notes Payable 22,865 31,035
Commitments and Contingencies - -
Total Liabilities 1,272,073 1,245,404

Stockholders' Equity
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Series A Preferred Stock - $.001 Par Value, 51 Shares
Authorized, 51 and 51 Shares Issued and Outstanding (See Note 11) - -
Common Stock, $0.001 Par Value; 200,000,000 Shares Authorized,

60,501,390 and 41,302,182 Issued and Outstanding 60,501 41,302
Additional Paid-In Capital 4,669,571 4,526,165
Accumulated Deficit (3,566,117) (3,344,448)
Total Stockholders' Equity 1,163,955 1,223,019

Total Liabilities and Stockholders' Equity $ 2,436,028 $ 2,468,423

See notes to financial statements.

F-1
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BERGIO INTERNATIONAL INC.
STATEMENTS OF OPERATIONS (UNAUDITED)

Three Months Ended March 31,

2012 2011

Sales - Net $ 329,947 $ 270,551
Cost of Sales 135,660 181,053
Gross Profit 194,287 89,498
Selling Expenses 38,528 67,604

General and Administrative Expenses
Other 188,210 180,819

Total General and Administrative

Expenses 188,210 180,819
Total Operating Expenses 226,738 248,423
Loss from Operations (32,451) (158,925)

Other Income (Expense)
Interest Income 828

(17,155)

Interest Expense (16,717)
Derivative Expense (28,797) -
Amortization of Debt Discount (130,038) (16,150)
Change in Fair Value of Derivative 6,278 14,400
Amortization of Deferred Financing Costs (20,772) -
Total Other Income (Expense) (189,218) (18,905)
Net loss (221,669) (177,830)
Net Loss Per Common Share - Basic and
Diluted $ (0.00) $ (0.02)
Weighted Average Common Shares
Outstanding
Basic and Diluted 281,484,658 11,773,586

See notes to financial statements.
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BERGIO INTERNATIONAL .INC.

STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Three Months Ended

March
31,
2012 March 31, 2011
Operating ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSACTIONS AND DIRECTOR

Activities

INDEPENDENCE
Information on certain relationships and related transactions is incorporated herein by reference to the
definitive Proxy Statement to security holders for the 2007 annual meeting to be filed with the Securities
and Exchange Commission on or before June 22, 2007.
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Information on Principal accountant fees and services is incorporated herein by reference to the definitive
Proxy Statement to security holders for the 2007 annual meeting to be filed with the Securities and
Exchange Commission on or before June 22, 2007.

19
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MORGAN S FOODS, INC.
PART 1V
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) 1 and 2. Financial Statements and Financial Statement Schedules.

The Financial Statements and Financial Statement Schedules listed on the accompanying Index to
Financial Statements and Financial Statement Schedules are filed as part of this Annual Report on
Form 10-K.

(a) 3. Exhibits.
The Exhibits listed on the accompanying Index to Exhibits are filed as part of this Annual Report on

Form 10-K.
20
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MORGAN S FOODS, INC.
INDEX TO FINANCIAL STATEMENTS AND
FINANCIAL STATEMENT SCHEDULES
ITEM 15 (a) 1 and 2

ITEM15(A) 1

Page

Reference

Reports of Independent Registered Public Accounting Firms 22
Consolidated Balance Sheets at February 25, 2007 and February 26, 2006 24
Consolidated Statements of Operations for the years ended February 25, 2007,
February 26, 2006 and February 27, 2005 25
Consolidated Statements of Shareholders Equity (Deficiency) for the years ended
February 25, 2007, February 26, 2006 and February 27, 2005 26
Consolidated Statements of Cash Flows for the years ended February 25, 2007,
February 26, 2006 and February 27, 2005 27
Notes to Consolidated Financial Statements 28

ITEM 15 (A) 2
All schedules normally required by Form 10-K are not required under the related instructions or are
inapplicable, and therefore are not presented.
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REPORTS OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRMS
Board of Directors and Shareholders of
Morgan s Foods, Inc.
We have audited the accompanying consolidated balance sheet of Morgan s Foods, Inc. and subsidiaries
(the Company ) as of February 25, 2007, and the related consolidated statements of operations,
shareholders equity (deficiency), and cash flows for the year then ended. These financial statements are
the responsibility of the Company s management. Our responsibility is to express an opinion on the
financial statements based on our audit.
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audit included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.
In our opinion, the 2007 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Morgan s Foods, Inc. and subsidiaries as of February 25, 2007, and the
results of their operations and their cash flows for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.
As discussed further in Note 1, effective February 27, 2006 the Company adopted Statement of Financial
Accounts Standards No. 123R, Share-Based Payment.
/s GRANT THORNTON LLP
Cleveland, Ohio
May 24, 2007

22
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REPORTS OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRMS (cont.)
To the Board of Directors and Shareholders
Morgan s Foods, Inc.
Cleveland, Ohio
We have audited the accompanying consolidated balance sheet of Morgan s Foods, Inc. and
subsidiaries(the Company ) as of February 26, 2006 and the related consolidated statements of operations,
shareholders equity (deficiency), and cash flows for each of the two years in the period ended
February 26, 2006. These financial statements are the responsibility of the Company s management. Our
responsibility is to express an opinion on the financial statements based on our audits.
We conducted our audits in accordance with standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances but not for the purpose of expressing an
opinion on the effectiveness of the Company s internal control over financial reporting. Accordingly we
express no such opinion. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of Morgan s Foods, Inc. and subsidiaries at February 26, 2006 and the results of their operations
and their cash flows for each of the two years in the period ended February 26, 2006 in conformity with
accounting principles generally accepted in the United States of America.
/s/ Deloitte & Touche LLP
Cleveland, Ohio
June 14, 2006

23
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MORGAN S FOODS, INC.
Consolidated Balance Sheets

ASSETS

Current assets:

Cash and equivalents
Receivables
Inventories

Prepaid expenses

Property and equipment:

Land

Buildings and improvements
Property under capital leases
Leasehold improvements
Equipment, furniture and fixtures
Construction in progress

Less accumulated depreciation and amortization

Other assets
Franchise agreements
Deferred tax asset
Goodwill

LIABILITIES AND SHAREHOLDERS EQUITY

(DEFICIENCY)

Current liabilities:

Long-term debt, current

Current maturities of capital lease obligations
Accounts payable

Accrued liabilities

Long-term debt (Note 4)
Long-term capital lease obligations
Other long-term liabilities
Deferred tax liabilities

SHAREHOLDERS EQUITY (DEFICIENCY)

Table of Contents

February 25,
2007

$ 7,829,000
345,000
684,000
600,000

9,458,000

10,462,000
20,200,000
1,433,000
7,841,000
20,531,000
1,107,000

61,574,000
31,104,000

30,470,000
824,000
1,519,000
825,000
9,227,000

$ 52,323,000

$ 2,913,000
28,000
4,291,000
4,629,000

11,861,000
34,445,000
1,299,000
1,302,000
1,577,000

February 26,
2006

$ 6,415,000
332,000
643,000
856,000

8,246,000

10,462,000
19,688,000
1,298,000
7,436,000
19,964,000
55,000

58,903,000
28,678,000

30,225,000
925,000
1,578,000
550,000
9,227,000

$ 50,751,000

$ 3,116,000
24,000
4,308,000
3,976,000

11,424,000
37,357,000
1,194,000
1,631,000
1,331,000

17
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Preferred shares, 1,000,000 shares authorized, no shares
outstanding

Common stock, no par value
Authorized shares - 25,000,000

Issued shares - 2,969,405 30,000 30,000
Treasury shares - 88,410 and 250,910 (131,000) (284,000)
Capital in excess of stated value 29,174,000 28,829,000
Accumulated deficit (27,234,000) (30,761,000)
Total shareholders equity (deficiency) 1,839,000 (2,186,000)

$ 52,323,000 $ 50,751,000

24
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MORGAN S FOODS, INC.

Consolidated Statements of Operations
Years Ended February 25, 2007, February 26, 2006, February 27, 2005

2007 2006 2005
Revenues $91,248,000 $ 87,457,000 $ 80,960,000
Cost of sales:
Food, paper and beverage 27,981,000 27,146,000 25,222,000
Labor and benefits 24,798,000 23,186,000 22,803,000
Restaurant operating expenses 22,765,000 22,190,000 21,015,000
Depreciation and amortization 2,950,000 3,254,000 3,419,000
General and administrative expenses 5,428,000 5,133,000 4,870,000
Loss (gain) on restaurant assets (Note 2) 5,000 (715,000) 574,000
Operating income 7,321,000 7,263,000 3,057,000
Interest expense:
Bank debt and notes payable (3,762,000) (4,078,000) (4,341,000)
Capital leases (117,000) (89,000) (45,000)
Other income and expense, net 221,000 154,000 78,000
Income (loss) before income taxes 3,663,000 3,250,000 (1,251,000)
Provision (credit) for income taxes (Note 8) 136,000 (187,000) 890,000
Net income (loss) 3,527,000 3,437,000 (2,141,000)
Basic net income (loss) per common share: $ 1.29 $ 1.26 $ (0.79)
Diluted net income (loss) per common share: $ 1.27 $ 1.24 $ (0.79)

25
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Balance
February 29,
2004

Net loss
Adjustment
of Treasury
Shares

Balance
February 27,
2005

Net income

Balance
February 26,
2006

Net income
Exercise of
Stock
Options

Balance
February 25,
2007

MORGAN S FOODS, INC.

Consolidated Statements of Shareholders Equity (Deficiency)
Years Ended February 25, 2007, February 26, 2006, February 27, 2005

Common Shares

Shares Amount

2,969,405 $30,000

2,969,405 30,000

2,969,405 30,000

2,969,405 $30,000

Capital in
Treasury Shares excess of

Shares Amount stated value

(250,964) $(284,000) $ 28,829,000

54

(250,910) (284,000) 28,829,000

(250,910) (284,000) 28,829,000

162,500 153,000 345,000
(88,410) $(131,000) $29,174,000

26

Deficit

(2,141,000)

(34,198,000)

3,437,000

(30,761,000)
3,527,000

Total

Accumulated Shareholders

Equity
(Deficiency)

$(32,057,000) $(3,482,000)

(2,141,000)

(5,623,000)
3,437,000

(2,186,000)
3,527,000

498,000

$(27,234,000) $ 1,839,000

Table of Contents
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MORGAN S FOODS, INC.

Consolidated Statements of Cash Flows

Years Ended February 25, 2007, February 26, 2006, February 27, 2005

Cash flows from operating activities:

Net income (loss)

Adjustments to reconcile to net cash provided by
operating activities:

Depreciation and amortization

Amortization of deferred financing costs
Amortization of supply agreement advances (Note
1)

Funding from supply agreements (Note 1)
Decrease (increase) in deferred tax assets
Increase in deferred tax liabilities

Loss (gain) on restaurant assets

Business interruption insurance proceeds
Changes in assets and liabilities:

Decrease (Increase) in receivables

Increase in inventories

Decrease (Increase) in prepaid expenses
Decrease (Increase) in other assets

Increase (Decrease) in accounts payable
Increase in accrued liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures

Insurance proceeds

Purchase of franchise agreement
Redemption of short term investment

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of long-term debt, net of
financing costs

Principal payments on long-term debt

Proceeds from sale leaseback

Principal payments on capital lease obligations
Cash received for exercise of stock options

Net cash used in financing activities

Net change in cash and equivalents
Cash and equivalents, beginning balance

Table of Contents

2007

$ 3,527,000

2,950,000
108,000

(783,000)
793,000
(275,000)
246,000

5,000

(13,000)
(41,000)
256,000
(7,000)
(17,000)
365,000

7,114,000

(2,970,000)

(87,000)

(3,057,000)

(3,115,000)

(26,000)
498,000

(2,643,000)

1,414,000
6,415,000

2006

$ 3,437,000

3,254,000
115,000

(712,000)
626,000
(550,000)
282,000
(715,000)

30,000

60,000
(46,000)
(267,000)

274,000
134,000

5,922,000
(1,502,000)

694,000
(30,000)

(838,000)

12,000
(3,221,000)

912,000
(26,000)

(2,323,000)

2,761,000
3,654,000

2005

$(2,141,000)

3,419,000
121,000

(709,000)
641,000
600,000
283,000
574,000
152,000

(150,000)

(15,000)

(265,000)
25,000
392,000
139,000

3,066,000
(2,141,000)

588,000
(25,000)

300,000

(1,278,000)

414,000
(2,845,000)

(56,000)

(2,487,000)

(699,000)
4,353,000
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Cash and equivalents, ending balance $ 7,829,000 $ 6,415,000 $ 3,654,000
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MORGAN S FOODS, INC.
Notes to Consolidated Financial Statements
February 25, 2007, February 26, 2006 and February 27, 2005
NOTE 1. DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES.
Description of Business Morgan s Foods, Inc. and its subsidiaries ( the Company ) operate 71 KFC
restaurants, 7 Taco Bell restaurants, 14 KFC/Taco Bell 2nl restaurants, 3 Taco Bell/Pizza Hut Express
2nl restaurants, 1| KFC/Pizza Hut Express 2nl and 1 KFC/A&W 2nl , in the states of Illinois, Missouri
Ohio, Pennsylvania, West Virginia and New York. The Company s fiscal year is a 52-53 week year
ending on the Sunday nearest the last day of February.
Use of Estimates The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions pending completion of related events. These estimates and assumptions include the
recoverability of tangible and intangible asset values, the probability of receiving insurance proceeds,
projected compliance with financing agreements and the realizability of deferred tax assets. These
estimates and assumptions affect the amounts reported at the date of the financial statements for assets,
liabilities, revenues and expenses and the disclosure of contingencies. Actual results could differ from
those estimates.
Principles of Consolidation The consolidated financial statements include the accounts of the Company.
All significant intercompany transactions and balances have been eliminated.
Revenue Recognition The Company recognizes revenue as customers pay for products at the time of sale.
Advertising Costs 'The Company expenses advertising costs as incurred. Advertising expense was
$5,165,000, $4,905,000 and $4,623,000 for fiscal years 2007, 2006 and 2005, respectively.
Cash and Investments The Company considers all highly liquid debt instruments purchased with an
initial maturity of three months or less to be cash equivalents.
Inventories Inventories, principally food, beverages and paper products, are stated at the lower of
aggregate cost (first-in, first-out basis) or market.
Property and Equipment  Property and equipment are stated at cost. Depreciation is computed using the
straight-line method over the estimated useful lives of the related assets as follows: buildings and
improvements 3 to 20 years; equipment, furniture and fixtures 3 to 10 years. Leasehold improvements
are amortized over 3 to 15 years, which is the shorter of the life of the asset or the life of the lease. The
asset values of the capitalized leases are amortized using the straight-line method over the lives of the
respective leases which range from 15 to 20 years.
28
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MORGAN S FOODS, INC.
Notes to Consolidated Financial Statements
February 25, 2007, February 26, 2006 and February 27, 2005
Management assesses the carrying value of property and equipment whenever there is an indication of
potential impairment, including quarterly assessments of any restaurant with negative cash flows. If the
property and equipment of a restaurant on a held and used basis are not recoverable based upon
forecasted, undiscounted cash flows, the assets are written down to their fair value. Management uses a
valuation methodology to determine fair value, which is the sum of the restaurant s business value and
real estate value. Business value is determined using a cash flow multiplier based upon market conditions
and estimated cash flows of the restaurant. Real estate value is generally determined based upon the
discounted market value of implied rent of the owned assets. Management believes the carrying value of
property and equipment, after impairment write-downs (see Note 2), will be recovered from future cash
flows.
Deferred Financing Costs Costs related to the acquisition of long-term debt are capitalized and expensed
as interest over the term of the related debt. Amortization expense was $108,000, $115,000 and $121,000
for fiscal years 2007, 2006 and 2005, respectively. The balance of deferred financing costs was $644,000
at February 25, 2007 and $752,000 at February 26, 2006 and is included in other assets in the
consolidated balance sheets.
Franchise Agreements Franchise agreements are recorded at cost. Amortization is computed on the
straight-line method over the term of the franchise agreement. The Company s franchise agreements are
predominantly 20 years in length.
Goodwill Goodwill represents the cost of acquisitions in excess of the fair value of identifiable assets. In
accordance with Statement of Financial Accounting Standards ( SFAS ) No. 142, Goodwill and Other
Intangible Assets, goodwill is not amortized, but is subject to assessment for impairment whenever there
is an indication of impairment or at least annually as of fiscal year end by applying a fair value based test.
Advance on Supply Agreements In conjunction with entering into contracts that require the Company to
sell exclusively the specified beverage products for the term of the contract, the Company has received
advances from the supplier. The Company amortizes advances on supply agreements as a reduction of
food, paper and beverage cost of sales over the term of the related contract using the straight-line method.
These advances of $467,000 and $589,000 at February 25, 2007 and February 26, 2006, respectively, are
included in other long-term liabilities in the consolidated balance sheets net of $613,000 and $601,000
included in accrued liabilities as of such date.
Lease Accounting  Operating lease expense is recognized on the straight-line basis over the term of the
lease for those leases with fixed escalations. The difference between the scheduled amounts and the
straight-line amounts is accrued. These accruals of $417,000 and $419,000 at February 25, 2007 and
February 26, 2006, respectively, are included in other long-term liabilities in the consolidated balance
sheets net of $33,000 and $22,000 included in accrued liabilities as of such date.
29
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MORGAN S FOODS, INC.
Notes to Consolidated Financial Statements
February 25, 2007, February 26, 2006 and February 27, 2005
Income Taxes The provision for income taxes is based upon income or loss before tax for financial
reporting purposes. Deferred tax assets or liabilities are recognized for the expected future tax
consequences of temporary differences between the tax basis of assets and liabilities and their carrying
values for financial reporting purposes. Deferred tax assets are also recorded for operating loss and tax
credit carryforwards. A valuation allowance is recorded to reduce deferred tax assets to the amount more
likely than not to be realized in the future, based on an evaluation of historical and projected profitability.
Stock-Based Compensation In December 2004, the FASB issued SFAS 123R, Share-Based Payment .
The Company has adopted these provisions effective February 27, 2006 utilizing the modified
prospective application method, and has determined that there is no effect on currently outstanding
options as all options issued and outstanding at February 25, 2007 and February 27, 2006 were fully
vested . To the extent that the Company grants options or other share-based payments after February 26,
2006, SFAS 123R is expected to reduce the operating results of the Company. Had compensation cost for
the options granted prior to February 27, 2006 been determined based on their fair values at the grant
dates in accordance with the fair value method of SFAS 123R, the Company s pro forma net income and
earnings per share amounts would not have differed materially from the reported amounts. No amounts of
share-based employee compensation cost were included in net income, as reported, for any of the periods
presented herein. See Note 9 for further discussion.
NOTE 2. (GAIN) LOSS ON RESTAURANT ASSETS
During fiscal 2007 the Company recognized a loss of $5,000 and in fiscal 2006 the company recognized
a gain of $715,000 and a loss totaling $574,000 in fiscal 2005. The 2007 amount includes asset write offs
offset by a sub-lease of a previously closed location. The 2006 amount includes $694,000 of property
damage insurance proceeds. These insurance proceeds relate to two restaurants damaged from the
Hurricane Ivan storm system and one fire-damaged restaurant. The 2005 amounts include impairment
losses of $823,000 on nine restaurants to reduce their carrying values to their estimated fair values. The
impairment losses recognized in fiscal 2005 resulted from management s determination that future
operating cash flows would not fully recover the carrying value of the restaurants property and
equipment. The fiscal 2005 amounts also include gains recognized totaling $167,000 for property damage
insurance proceeds received in excess of the net book value of the related property, and $178,000 for
business interruption insurance proceeds received. One restaurant was closed during fiscal 2006. Three
restaurants were closed during fiscal 2005. At February 25, 2007 and February 26, 2006 the accrual for
closed restaurants consisted of remaining exit costs for one restaurant and was almost entirely lease
termination costs. The closed restaurant did not have a material effect upon the Company s consolidated
results of operations or financial position.
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NOTE 3. INTANGIBLE ASSETS
In accordance with SFAS No. 142, Goodwill and Other Intangible Assets, goodwill and intangibles with
indefinite lives are not subject to amortization, but are subject to assessment for impairment whenever
there is an indication of impairment or, at least annually as of the Company s year end by applying a fair
value based test. The Company has five reporting units for the purpose of evaluating goodwill
impairment which are based on the geographic market areas of its restaurants. These five reporting units
are Youngstown, OH, West Virginia, Pittsburgh, PA, St Louis, MO and Erie, PA. The Company has
performed the annual goodwill impairment tests during fiscal 2007, 2006 and 2005 and determined that
the fair value of each reporting unit was greater than its carrying value at each date.

Intangible Assets
As of February 25, 2007 As of February 26, 2006
Gross Carrying ~ Accumulated  Gross Carrying ~ Accumulated
Amount Amortization Amortization Amortization
Franchise Agreements $ 2,482,000 $ (953,000) $ 2,420,000 $ (842,000)
Goodwill 10,593,000 (1,366,000) 10,593,000 (1,366,000)
Total $13,075,000 $(2,319,000) $13,013,000 $(2,208,000)

The Company s intangible asset amortization expense relating to its franchise agreements was $146,000,
$145,000 and $208,000 for fiscal 2007, 2006 and 2005, respectively. The estimated intangible
amortization expense for each of the next five years is $145,000.

The increase in franchise agreements in fiscal 2007 resulted from $97,000 in new agreements paid on
several locations offset by the write off of a closed restaurant.

NOTE 4. ACCRUED LIABILITIES

Accrued liabilities consist of the following at February 25, 2007 and February 26, 2006:

2007 2006

Accrued compensation $ 1,939,000 $ 1,742,000
Accrued taxes other than income taxes 874,000 762,000
Accrued liabilities related to closed restaurants 53,000 221,000
Deferred gain on sale/leaseback 18,000 346,000
Current portion of supply agreement 613,000

Current portion rent smoothing 33,000

Other accrued expenses 1,099,000 905,000

$ 4,629,000 $3,976,000
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NOTE 5. DEBT
Debt consists of the following at February 25, 2007 and February 26, 2006:

2007 2006

Mortgage debt, including interest at 8.3% to 10.6%, through 2021,
collateralized by seventy-five restaurants having a net book value at
February 25, 2007 of $22,177,000 $37,210,000 $39,731,000
Equipment loans, including interest at 9.9% to 11.1% through
October 2007 collateralized by equipment at several KFC
restaurants 148,000 742,000

37,358,000 40,473,000
Less long term debt, current 2,913,000 3,116,000

$ 34,445,000 $37,357,000

The combined aggregate amounts of scheduled future maturities for all long-term debt as of February 25,

2007:

2008 $ 2,913,000
2009 3,046,000
2010 3,313,000
2011 3,603,000
2012 3,844,000
Later years 20,639,000

$ 37,358,000

The Company paid interest relating to long-term debt of approximately $3,654,000, $3,995,000, and
$4,262,000 in fiscal 2007, 2006 and 2005, respectively.
The Company s debt arrangements require the maintenance of a consolidated fixed charge coverage ratio
of 1.2 to 1 regarding all of the Company s mortgage loans and the maintenance of individual restaurant
fixed charge coverage ratios of between 1.2 and 1.5 to 1 on certain of the Company s mortgage loans.
Fixed charge coverage ratios are calculated by dividing the cash flow before rent and debt service for the
previous 12 months by the debt service and rent due in the coming 12 months. The consolidated and
individual coverage ratios are computed quarterly. At the end of fiscal 2007, the Company was in
compliance with the consolidated fixed charge coverage ratio of 1.2. However, at the end of fiscal 2007
the Company was not in compliance with the individual fixed charge coverage ratio on 25 of its
restaurant properties and has obtained waivers of these violations.
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NOTE 6. LEASE OBLIGATIONS AND OTHER COMMITMENTS
Property under capital leases at February 25, 2007 and February 26, 2006 are as follows:

2007 2006
Leased property:
Buildings and land $ 1,417,000 $ 1,298,000
Equipment, furniture and fixtures 16,000
Total 1,433,000 1,298,000
Less accumulated amortization 269,000 187,000

$ 1,164,000 $1,111,000

On January 11, 2007, the Company entered into a 20 year land and building lease with four renewal
options of five years each. The building portion of the lease was recorded as a capital lease with a value
of $119,000 (representing a non-cash financing and investing activity) and an interest rate of 9.45%. On
September 20, 2006, the Company entered into a 5 year equipment lease with purchase option at the end
of the lease. The lease was recorded as a capital lease with a value of $16,000 (representing a non-cash
financing and investing activity) and an interest rate of 8.00%. On June 13, 2005, the Company sold one
of its owned properties to an unrelated party for $985,000 and leased the land and building back under a
20 year lease with two renewal options of five years each. The Company received cash of $967,000 and
recorded a deferred gain of $377,000 as a result of the transaction.

Amortization of leased property under capital leases was $81,000, $60,000 and $57,000 in fiscal 2007,
2006 and 2005, respectively.

Related obligations under capital leases at February 25, 2007 and February 26, 2006 are as follows:

2007 2006
Capital lease obligations $ 1,458,000 $1,218,000
Less current maturities 159,000 24,000
Long-term capital lease obligations $ 1,299,000 $ 1,194,000

The Company paid interest of approximately $117,000, $89,000 and $45,000 relating to capital lease
obligations in fiscal 2007, 2006 and 2005, respectively.
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Future minimum rental payments to be made under capital leases at February 25, 2007 are as follows:

2008 $ 159,000
2009 160,000
2010 161,000
2011 161,000
2012 160,000
Later years 1,911,000

2,712,000
Less amount representing interest at 10.0% 1,254,000
Total obligations under capital leases $ 1,458,000

The Company s operating leases for restaurant land and buildings are noncancellable and expire on
various dates through 2027. The leases have renewal options ranging from 1 to 13 years. Certain
restaurant land and building leases require the payment of additional rent equal to an amount by which a
percentage of annual sales exceeds annual minimum rentals. Total contingent rentals were $131,000,
$105,000 and $71,000 in fiscal 2007, 2006 and 2005, respectively. Future noncancellable minimum
rental payments under operating leases at February 25, 2007 are as follows: 2008 - $1,857,000; 2009
$1,776,000; 2010  $1,421,000; 2011  $1,218,000; 2012  $1,072,000 and an aggregate $4,268,000 for the
years thereafter. Rental expense for all operating leases was $2,154,000, $2,134,000 and $2,129,000 for
fiscal 2007, 2006 and 2005, respectively, and is included in restaurant operating expenses in the
consolidated statements of operations.
For KFC products, the Company is required to pay royalties of 4% of gross revenues and to expend an
additional 5.5% of gross revenues on national and local advertising pursuant to its franchise agreements.
For Taco Bell products in KFC/Taco 2nl restaurants operated under license agreements from Taco Bell
Corporation and franchise agreements from KFC Corporation, the Company is required to pay royalties
of 10% of Taco Bell gross revenues and to make advertising fund contributions of 1/2% of Taco Bell
gross revenues. For Taco Bell product sales in restaurants operated under Taco Bell franchises the
Company is required to pay royalties of 5.5% of gross revenues and to expend an additional 4.5% of
gross revenues on national and local advertising. For Pizza Hut products in Taco Bell/Pizza Hut Express

2nl restaurants the Company is required to pay royalties of 5.5% of Pizza Hut gross revenues and to
expend an additional 4.5% of Pizza Hut gross revenues on national and local advertising. For A&W
products in 2nl restaurants the Company is required to pay royalties of 7% of A&W gross revenues and
to expend an additional 4% of A&W gross revenues on national and local advertising. Total royalties and
advertising, which are included in the consolidated statements of operations as part of restaurant
operating expenses, were $9,005,000, $8,591,000 and $8,033,000 in fiscal 2007, 2006 and 2005,
respectively
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In fiscal year 2000 the Company signed an agreement and prepaid franchise fees of $170,000 which
granted it the rights to develop 20 KFC, Taco Bell or KFC 2nl restaurants in specific geographic areas.
Under the agreement five restaurants are required to be developed each year over a four year period. As
of February 25, 2007 the Company has developed only five restaurants under this agreement. The status
of the development agreements has been discussed with the franchisors and the Company has not been
declared in default of the KFC agreement. If the Company should be declared in default on the KFC
agreement, it could lose the rights to develop certain KFC restaurants and could forfeit the remaining
balance of prepaid franchise fees, which was $60,000 at February 25, 2007. The Company believes that
noncompliance with the KFC development agreement will not have a material impact on its financial
position, results of operations or cash flows.
The franchise agreements with KFC and Taco Bell Corporation require the Company to upgrade and
remodel its restaurants to comply with the franchisors current standards within agreed upon timeframes.
If a property is of usable size and configuration, the Company can perform an image enhancement to
bring the building to the current image of the franchisor. If the property is too small to fit a drive-thru or
has some other deficiency, the Company would need to relocate the restaurant to another location within
the trade area to meet the franchisor s requirements. In order to meet the terms and conditions of the
franchise agreements, the Company has the following obligations:

Number
Of Obiligation
Fiscal Year Units €))

2008 Image enhancements 10 $ 2,300,000
2008 relocations 1(2) 1,400,000
2009 Image enhancements 10 2,725,000
2010 Image enhancements 14 3,650,000
2011 Image enhancements 10 2,650,000
2011 relocations 1(2) 750,000
2014 Image enhancements 1 800,000
2015 relocations 4(2) 5,000,000
2016 relocations 12) 1,400,000
2020 Image enhancements 3 2,900,000
2020 relocations 4(2) 5,700,000

59 $ 29,275,000

(1) These amounts
are based on
current
construction
cost estimates
and actual costs
may vary.

(2) Generally at the
time relocation
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of an existing
restaurant is
required, the
related assets
have been
depreciated or
amortized to a
low net book
value. If an
economically
suitable new
location cannot
be obtained, the
Company may
choose to close
the restaurant
and abandon the
remaining
assets.
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There can be no assurance that the Company will be able to accomplish the development required in the
franchise and development agreements on terms acceptable to the Company. If the Company is unable to
meet the requirements of a franchise agreement, the franchisor may choose to extend the time allowed for
compliance or may terminate the franchise agreement.
NOTE 7. NET INCOME (LOSS) PER COMMON SHARE
Basic net income (loss) per common share is computed by dividing net income (loss) by the weighted
average number of common shares outstanding during the period which totaled 2,738,982, 2,718,495 and
2,718,495 for fiscal 2007, 2006 and 2005, respectively. Diluted net income (loss) per common share is
based on the combined weighted average number of shares and dilutive stock options outstanding during
the period which totaled 2,767,478, 2,778,524 and 2,718,495 for fiscal 2007, 2006 and 2005,
respectively. For fiscal year 2005, 286,500 options were excluded from the computation of diluted
earnings per share due to their antidilutive effect. In computing diluted net income (loss) per common
share, the Company has utilized the treasury stock method.
NOTE 8. INCOME TAXES
The current tax provision consists of federal tax of $47,000 for fiscal 2007 and $69,000 for fiscal 2006
and state and local taxes for fiscal 2007, 2006 and 2005 of $117,000, $12,000 and $7,000, respectively.
The deferred tax provision for fiscal 2007 and 2006 is a benefit of $(28,000) and $(268,000) respectively
and resulted from a change in the valuation allowance for deferred tax assets offset by an increase in
deferred tax liabilities associated with indefinite lived intangible assets for book purposes. The deferred
tax provision was $883,000 during fiscal 2005 and resulted from a change in the valuation allowance for
deferred tax assets and an increase in deferred tax liabilities associated with indefinite lived intangible
assets.
A reconciliation of the provision for income taxes and income taxes calculated at the statutory tax rate of
34% (fiscal year 2007) and 35% (fiscal years 2006 and 2005) is as follows:

2007 2006 2005

Tax provision (benefit) at statutory rate $ 1,237,000 $ 1,138,000 $ (438,000)
State and local taxes, net of federal benefit 80,000 9,000 5,000
Deferred tax provision-change in valuation
allowance (1,451,000) (1,515,000) 1,296,000
Deferred tax provision-change in deferred state
and local income taxes 191,000 165,000 (52,000)
Expiration of operating loss carryforwards 204,000
Other 79,000 16,000 (125,000)

$ 136,000 $ (187,000) $ 890,000
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The components of deferred tax assets (liabilities) at February 25, 2007 and February 26, 2006 are as

follows:

2007 2006
Operating loss carryforwards $ 974,000 $ 1,981,000
Tax credit carryforwards 173,000 125,000
Property and equipment 2,683,000 2,662,000
Deferred gain on sale/leaseback 128,000 145,000
Accrued expenses not currently deductible 889,000 894,000
Prepaid expenses (158,000)
Inventory valuation 6,000 5,000
Advance payments 230,000 284,000
Intangible assets (80,000) (75,000)
Deferred tax asset valuation allowance (4,020,000) (5,471,000)
Net deferred tax asset $ 825,000 $ 550,000
Deferred tax liabilities associated with indefinite lived intangiable
assets (1,577,000) (1,331,000)
Net total deferred taxes $ (752,000) $ (781,000)

The valuation allowance decreased $1,451,000 and $1,515,000 during fiscal years 2007 and 2006
respectively, principally due to the utilization of operating loss carryforwards and from a change in
judgment regarding the realizability of deferred tax assets. The valuation allowance increased $1,296,000
during fiscal year 2005 resulting from a judgment regarding the realizability of deferred tax assets and
from timing differences attributable to the depreciation of property and accrued expenses. During fiscal
year 2005 management concluded that realization of deferred tax assets was no longer more likely than
not due to continuing operating losses. Accordingly a valuation allowance was recorded to reduce net
deferred tax assets to zero.

At February 25, 2007, the Company has net operating loss carryforwards which, if not utilized, will
expire as follows:

2023 $ 674,000
2024 383,000
2025 1,481,000
Total $2,538,000

The net operating loss carryforwards include $48,000 attributable to stock options exercised where the
tax benefit has not yet been realized. The tax benefit of $19,000 will be credited to equity if realized. The
Company also has alternative minimum tax net operating loss carryforwards of $1,613,000 that will
expire, if not utilized, in varying amounts through fiscal 2025. These carryforwards are available to offset
up to 90% of alternative minimum taxable income that would otherwise be taxable. As of February 25,
2007, the Company has alternative minimum tax credit carryforwards of $173,000.
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NOTE 9. STOCK OPTIONS AND SHAREHOLDERS EQUITY
On April 2, 1999, the Board of Directors of the Company approved a Stock Option Plan for Executives
and Managers. Under the plan 145,500 shares were reserved for the grant of options. The Stock Option
Plan for Executives and Managers provides for grants to eligible participants of nonqualified stock
options only. The exercise price for any option awarded under the Plan is required to be not less than
100% of the fair market value of the shares on the date that the option is granted. Options are granted by
the Stock Option Committee of the Company. Options for the 145,500 shares were granted to executives
and managers of the Company on April 2, 1999 at an exercise price of $4.125. The plan provides that the
options are exercisable after a waiting period of 6 months and that each option expires 10 years after its
date of issue.
At the Company s annual meeting on June 25, 1999 the shareholders approved the Key Employees Stock
Option Plan. This plan allows the granting of options covering 291,000 shares of stock and has
essentially the same provisions as the Stock Option Plan for Executives and Managers which was
discussed above. Options for 129,850 shares were granted to executives and managers of the Company
on January 7, 2000 at an exercise price of $3.00. Options for 11,500 shares were granted to executives on
April 27, 2001 at an exercise price of $.85. As of February 25, 2007, options for 150,000 shares were
available for grant.
Prior to February 27, 2006, the Company applied APB No. 25 and related interpretations in accounting
for its option grants for employees. Accordingly, no compensation cost has been recognized for options
granted as the options were granted at fair market value at the date of grant. As all options issued and
outstanding at February 25, 2007 and February 26, 2006 were fully vested there is no unrecognized
compensation cost. See Note 1. for discussion of the adoption of SFAS 123R  Share-Based Payment
effective February 27, 2006.
No options were granted during fiscal years 2007, 2006 or 2005. During fiscal 2007 options covering
162,500 shares were exercised at various prices. During fiscal years 2006 and 2005 there were no
changes in outstanding options. As of February 25, 2007, there were 124,000 options outstanding and
exercisable at a weighted average exercise price of $4.03 per share. At February 26, 2006 and
February 27, 2005 there were 286,500 options outstanding and exercisable at a weighted average exercise
price of $3.48 per share.
The following table summarizes information about stock options outstanding at February 25, 2007.

Number of
Number Average Shares
Outstanding
at Remaining Exercisable at

Exercise Prices 2/25/07 Life 2/25/07
$3.00 10,100 29 10,100
$4.13 113,900 2.1 113,900

124,000 22 124,000
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On April 8, 1999, the Company adopted a Shareholder Rights Plan in which the Board of Directors
declared a distribution of one Right for each of the Company s outstanding Common Shares. Each Right
entitles the holder to purchase from the Company one one-thousandth of a Series A Preferred Share (a
Preferred Share ) at a purchase price of $30.00 per Right, subject to adjustment. One one-thousandth of a
Preferred Share is intended to be approximately the economic equivalent of one Common Share. The
Rights will expire on April 7, 2009, unless redeemed by the Company as described below.
The Rights are neither exercisable nor traded separately from the Common Shares. The Rights will
become exercisable and begin to trade separately from the Common Shares if a person or group, unless
approved in advance by the Company Board of Directors, becomes the beneficial owner of 21% or more
of the then-outstanding Common Shares or announces an offer to acquire 21% or more of the
then-outstanding Common Shares.
If a person or group acquires 21% or more of the outstanding Common Shares, then each Right not
owned by the acquiring person or its affiliates will entitle its holder to purchase, at the Right s
then-current exercise price, fractional Preferred Shares that are approximately the economic equivalent of
Common Shares (or, in certain circumstances, Common Shares, cash, property or other securities of the
Company) having a market value equal to twice the then-current exercise price. In addition, if, after the
Rights become exercisable, the Company is acquired in a merger or other business combination
transaction with an acquiring person or its affiliates or sells 50% or more of its assets or earnings power
to an acquiring person or its affiliates, each Right will entitle its holder to purchase, at the Right s
then-current exercise price, a number of shares of the acquiring person s common stock having a market
value of twice the Right s exercise price. The Board of Directors may redeem the Rights in whole, but not
in part, at a price of $.01 per Right, subject to certain limitations.
NOTE 10. 401(k) RETIREMENT PLAN
The Company has a 401 (k) Retirement Plan in which employees age 21 or older are eligible to
participate. The Company makes a 30% matching contribution on employee contributions of up to 6% of
their salary. During fiscal 2007, 2006 and 2005, the Company incurred $91,000, $79,000 and $80,000,
respectively, in expenses for matching contributions to the plan.
NOTE 11. FAIR VALUE OF FINANCIAL INSTRUMENTS
The Company s debt is reported at historical cost, based upon stated interest rates which represented
market rates at the time of borrowing. Due to subsequent declines in credit quality throughout the
restaurant industry resulting from weak and volatile operating performance and related declines in
restaurant values, the market for fixed rate mortgage debt for restaurant financing is currently extremely
limited. The Company s debt is not publicly traded and there are few lenders or financing transactions for
similar debt in the marketplace at this time. Consequently, management has not been able to identify a
market for fixed rate restaurant mortgage debt with a similar risk profile, and has concluded that it is not
practicable to estimate the fair value of the Company s debt as of February 25, 2007.
39

Table of Contents 35



Edgar Filing: Bergio International, Inc. - Form 10-Q

Table of Contents

MORGAN S FOODS, INC.
Notes to Consolidated Financial Statements
February 25, 2007, February 26, 2006 and February 27, 2005
NOTE 12. NEW ACCOUNTING STANDARDS
In July 2006, the FASB issued Interpretation ( FIN )48, Accounting for Uncertainty in Income Taxes An
Interpretation of Statement of Financial Accounting Standards No. 109. FIN 48 clarifies the accounting
for uncertainty in income taxes recognized in an enterprise s financial statements, and prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement
of a tax position taken or expected to be taken in a tax return. FIN 48 also provides guidance on
derecognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition. The provisions of FIN 48 are effective for fiscal years beginning after December 15, 2006. The
Company is determining the effect, if any, that the adoption of FIN 48 will have on its financial
statements.
In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines
fair value, establishes a framework for measuring fair value in generally accepted accounting principles
and expands disclosures about fair value measurements. The provisions of SFAS No. 157 apply under
other accounting pronouncements that require or permit fair value measurements. SFAS No. 157 is
effective for fiscal years beginning after November 15, 2007 and interim periods within those fiscal
years. The Company does not believe that adoption of SFAS No. 157 will have a material impact on its
financial position, results of operations or related disclosures.
In September 2006, the Securities and Exchange Commission ( SEC ) released Staff Accounting Bulletin
No. 108( SAB No. 108 ), Considering the Effects of Prior Year Misstatements when Quantifying
Misstatements in Current Year Financial Statements. SAB No. 108 expresses the SEC staff s view
regarding the process of quantifying and evaluating financial statement misstatements. SAB No. 108
provides interpretive guidance on how to consider the effects of carryovers or reversals of prior year
misstatements in quantifying a current year misstatement. The SEC staff believes that both the rollover
(income statement) and iron curtain (balance sheet) approaches should be used to provide a meaningful
analysis of the materiality of uncorrected errors. SAB No. 108 is effective for annual financial statements
covering the first fiscal year ending after November 15, 2006. The Company s application of the guidance
contained in SAB No. 108 in fiscal 2007 did not have a material impact on the Company s financial
position or results of operations.
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NOTE 13. SELECTED QUARTERLY FINANCIAL DATE (UNAUDITED)

Fiscal 2007 Quarter Ended

May 21, August 13, November 5,  February 25,
2006 2006 2006 2007

Revenues $21,101,000 $22,543,000 $21,782,000 $25,822,000
Operating costs and expenses,

net 19,198,000 20,272,000 19,792,000 24,665,000
Operating income 1,903,000 2,271,000 1,990,000 1,157,000
Net income 899,000 1,289,000 1,002,000 337,000
Basic net income per share 0.33 0.47 0.37 0.12
Fully diluted net income per

share 0.32 0.46 0.35 0.12

Fiscal 2006 Quarter Ended
May 22, August 14, November 6,  February 26,
2005 2005 2005 2006

Revenues $20,760,000 $21,558,000 $20,006,000 $25,133,000
Operating costs and expenses,

net 18,526,000 19,519,000 18,385,000 23,764,000
Operating income 2,234,000 2,039,000 1,621,000 1,369,000
Net income 1,192,000 1,019,000 630,000 596,000
Basic net income per share 0.44 0.37 0.23 0.22
Fully diluted net income per

share 0.43 0.37 0.23 0.21

Results for the first, second and third quarters of fiscal 2006 contained gains on restaurant assets of
$255,000, $142,000 and $319,000 respectively, resulting from insurance proceeds related to two flooded
restaurants and one fire damaged restaurant. Results for the fourth quarter of fiscal 2006 contained no
significant gains or losses on restaurant assets.
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year and
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incorporated
herein by
reference.

(6) Filed as an
exhibit to the
Registrant s
Form S-8 filed
November 17,
1999 and
incorporated
herein by
reference.

(7) Filed as an
exhibit to the
Registrant s
Form 10-K for
the 1996 fiscal
year and
incorporated
herein by
reference.

(8) Filed as an
exhibit to the
Registrant s
Form 10-K for
the 2004 fiscal
year and
incorporated
herein by
reference.

(9) Filed as an

exhibit to the
Registrant s
Form 8-A/A

filed June 9,

2003 and

incorporated
herein by

reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized.

Dated: May 29, 2007

Morgan s Foods, Inc.
/s/ Leonard R. Stein-Sapir

By: Leonard R. Stein-Sapir
Chairman of the Board,
Chief Executive Officer &
Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the Registrant and in the capacities and on the dates

indicated.

/s/ Leonard R. Stein-Sapir

By: Leonard R. Stein-Sapir
Chairman of the Board,
Chief Executive Officer & Director
Dated: May 29, 2007

/s/  James J. Liguori

By: James J. Liguori
Director, President &
Chief Operating Officer
Dated: May 29, 2007

/s/ Kenneth L. Hignett

By: Kenneth L. Hignett
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Director, Senior Vice President,
Chief Financial Officer & Secretary
Dated: May 29, 2007

/s/  Lawrence S. Dolin
By: Lawrence S. Dolin
Director
Dated: May 29, 2007
/s/  Bahman Guyuron
By: Bahman Guyuron
Director
Dated: May 29, 2007
/s/ Steven S. Kaufman
By: Steven S. Kaufman
Director
Dated: May 29, 2007
/s/ Bernard Lerner
By: Bernard Lerner

Director
Dated: May 29, 2007
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