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Vision: Owner/Operators are financially healthy and 

successful.  

Purpose: Owner/Operators are capable of growing and 

reinvesting in their restaurants by optimizing and 

managing all financial aspects of their business.  

Standard: Operate a financially viable restaurant 

business, meet all financial obligations, and be credit 

worthy in order to meet ongoing and future        

business needs.  

What is the new National 

Franchising Financial Standard? 
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Measurement and guidelines:  

Financial Viability of the Restaurant Business as 

determined by an overall point system applied to the 

individual viability measurements. The individual 

financial viability measurements are as follows:  
 

 Cash Flow Coverage Ratio greater than or equal to 1.2  

 TTM Liability Turnover equals 7 Days or less  

 Equity greater than or equal to 25% 

 

What is the new National 

Franchising Financial Standard? 
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An Organization must achieve an overall 

score of 6 or greater to meet the financial 
viability measurement.  

What is the new National Franchising 

Financial Standard? 



What is the new National Franchising 

Financial Standard? 

 Metrics 
CFC Ratio   Points 

1.4 or higher or No Debt     4 

1.2 to 1.39      3 

1.1 to 1.19      2 

1.0 to 1.09      1 

Less than 1.0   -1 

 

TTM Liability Turnover Ratio – In Days 

Positive (+) days indicate degrees of positive working capital; 

negative (-) days indicate a traditional liability turnover. 

 

Greater than 10 Days +     4 

0 to 10 Days +   3 

Greater than 0 Days up to 7 Days -   2 

Greater than 7 Days up to 14 Days -   0 

Greater than 14 Days or Higher - -2 

 

Equity 

Greater than 70% Equity   2 

25% to 70%    1 

Less than 25%  -2  



What is the new National Franchising 

Financial Standard? 

 Metrics – other considerations 

 Submits timely and accurate Financial 

Statements to McDonald’s.  

 Pays McDonald’s and others on time.  

 



 The calculation of ratios has not 
changed 

 The new system attributes a point value 
to a range of the value of the ratio 

 The new system allows an Owner 
Operator to have a Cash Flow Coverage 
ratio of 1.0 – 1.2 as long as they have 
positive TTM Working Capital and Equity 
greater than 70% 

What does the new Standard mean 

to my organization?   



 The new system provides Owner 

Operators with the potential to “Pass” 

when they would have been ineligible 

under the old system   

 Building cash in your organization leads 

to less risk when dealing with viability 

 

What does the new Standard mean 

to my organization?   



 Under the new system the Liability 

Turnover in days metric is now being 

measured over trailing twelve months, 

not at the time of measurement.  This has 

a significant impact on viability as a 

greater emphasis has been placed on 

maintaining positive working capital in 

your business throughout the year. 

What does the new Standard mean 

to my organization?   



Example - McDonald’s NFS Guidelines 

Prior to April 1, 2014 

CFC Ratio 

          1.2 3 Points 

TTM Liability Turnover in days 

          0 days up to 7 days - 2 Points 

Equity 

          25% to 70%  1 Point 

Score 6 Points 



Example – New McDonald’s NFS 

Guidelines as of April 1, 2014 

CFC Ratio 

          1.0 – 1.09 1 Point 

TTM Liability Turnover in days 

          0 days up to 10 days+ 3 Points 

Equity 

          Greater than 70%  2 Points 

Score 6 Points 

The scenario below exemplifies how the new system allows an 

Owner Operator to have a passing score with a Cash Flow 

Coverage ratio below 1.2 as long as they maintain positive             

TTM Working Capital and Equity greater than 70% 
 



Be sure to check with your CPA and/or 

financial advisor to understand your 

financial viability under the new 6 point 

system. 

 

 

What does the new Standard mean 

to my organization?   
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Questions? 

Mark E. Kashgegian, CPA 

mkashgegian@gggcpas.com 



Are you going to WWC? 

Stop by and visit GG&G! 

Booth #440A 
(located between Treasury & Futures) 



Contact Us 

https://www.facebook.com/gggcpa
http://www.twitter.com/gggcpas
http://www.linkedin.com/company/gray-gray-&-gray
https://plus.google.com/u/0/b/108243694351874715555/
http://www.gggnews.wordpress.com/


Disclaimer 

The content of this webinar is intended for educational purposes only. 
 

This webinar provides a brief summary based on our understanding and interpretation of current law.  All 

tax references are to federal tax law only, unless otherwise stated.   
 

The information contained in this webinar is general in nature and is based on authorities that are subject 

to change.  It is not, and should not be construed as accounting, legal or tax advice or opinion provided 

by Gray, Gray & Gray, LLP.  The material presented may not be applicable to, or suitable for, specific 

circumstances or needs, and may require consideration of non-tax factors and tax factors not described 

herein.  Contact Gray, Gray & Gray or another tax professional prior to taking any action based upon this 

information.  Changes in tax laws or other factors could affect, on a prospective or retroactive basis the 

information contained herein; Gray, Gray & Gray assumes no obligation to inform the reader/webinar 

attendee of any such changes. 
 

The material presented in this webinar is not intended to, and cannot be used to, avoid IRS penalties.  This 

material supports the marketing and promotion of accounting services.  Seek advice based on your 

particular circumstances from independent tax, legal accounting, insurance, investment and financial 

advisors. 
 

Mark E. Kashgegian, CPA is a Certified Public Accountant in Massachusetts and serves as Partner at Gray, 

Gray & Gray, LLP.   


