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How to Get to 

It’s important to understand… 

1. Ratios & Financial Viability 

2. How business transactions and 

occurrences can positively or negatively 

affect ratios 

3. How to control G&A, Draw & Debt Service 

4. How to maximize profitability in the P&Ls 

5. How to forecast the future and plan for it! 

 

 

 



Understanding the 6 Point System 

 

GOLD 

 

 
 

PASS 

 
 
 
 

WARNING 

 

 

 

FAIL 

An Organization must 

achieve an overall score 

of 6 or greater to meet 
the financial viability 
measurement.  
 

But how do you get to 

? 



Understanding Financial Viability 

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  

 

 

 

 

 



Understanding Financial Viability 

POSITIVE (INCREASES CFC) 
 Increase in SOI and Profitability 

Decrease in G&A 

Decrease in Draw/Distributions 

 Paying off and Retiring Debt (P&I) 

NEGATIVE (DECREASES CFC) 
Decrease in Profitability and SOI 

 Increase in G&A 

 Increase in Draw/Distributions 

 Taking on Additional Debt (P&I) 

Ratios – Cash Flow Coverage 



POSITIVE (INCREASES WC) 
 Increasing Cash and Current Assets 

Decreasing Current Liabilities 

 Increase in Sales 

 

NEGATIVE (DECREASES WC) 
Decreasing Cash and Current Assets 

 Increasing Current Liabilities 

Decrease in Sales 

Ratios – Working Capital 

Understanding Financial Viability 



POSITIVE (INCREASES NET EQUITY) 
Decrease in Debt Service 

 Increase in Pre-Debt Cash Flow 

 Limited Required Reinvestment 

 

NEGATIVE (DECREASES NET EQUITY) 
Decrease in Pre-Debt Cash Flow 

 Increases in Required Reinvestment 

 Increase in Overall Debt 

Ratios – Organizational Equity 

Understanding Financial Viability 



Understand your financial viability and all 

of the metrics that can positively and 

negatively impact it. 

 Know your current point total and how you 

can reach and sustain 6 points with the 

goal of achieving . 

 Understand your financial sensitivity. 

Understanding Financial Viability 



Web FFS 

Snapshot 

Courtesy of McDonald’s Corp. 



Understanding Financial Viability – 

Organizational Equity 

Note: To actually value restaurants, the discounted cash 
flow method should be used. For simplicity, this 
worksheet uses the cash flow multiple method to 
approximate the discounted cash flow method. The cash 
flow multiple method uses only the current TTM cash 
flow multiplied by the cash flow multiple of 4.5 (which 
represents a 21.8% annual return over 20 years). The 
cash flow multiple method has significant limitations 
including the following: 
- Current year's results may not represent the restaurant's 
cash flow performance in future years. 
- Estimated restaurant value assumes there is a buyer 
willing to purchase the restaurant(s) for the cash flow 
multiple assumption used. 
If the cash flow multiple method indicates a potential 
solvency issue, McDonald's Corporation will use a more 
precise and detailed discounted cash flow analysis to 
value restaurants to determine if a solvency concern 
exists. 

Courtesy of McDonald’s Corp. 



Web FFS 

Snapshot 

Courtesy of McDonald’s Corp. 



How to control G&A  

 Analyze each line item on G&A & identify 
opportunities: 
 Office rent 

 Travel 

 Vehicle Expenses 

 Outsourcing? 

 Budget for G&A:  To achieve a 10, G&A must be X 
 Note:  McD guideline is $35k per restaurant.  We know 

this hasn’t changed in a very long time and this 
number needs to be mitigated for increased cost.  Our 
benchmarks show an average of $50-$60k per store. 

 

Understanding G&A, Draw & Debt 



How to control Draw  

 Taxes 
 On going tax planning 

 Maximize savings & opportunities 

 Take advantage of all available tax credits 

 Spread payments equally throughout the year to 
avoid adverse impact on ratios in any given month 

 Refinance Personal Debt 

 Budget for Draw -  to achieve a 10, Draw 
must be $X.  Lifestyle needs to reflect this 
budget! 

 

Understanding G&A, Draw & Debt 



How to control Debt  

 Weighted Average 

 New Debt 

 Break-Even Tool 

 Contribution Margin 

 Retiring Debt 

 Interest Rates: Variable vs. Fixed  

 Relationship with Lender is important! 

 

Understanding G&A, Draw & Debt 



Analyze every line item in the P&L 

 Identify opportunities 

 Norm Reports 

 Quintile Reports 

 Every vendor/outside service 
 Do not get comfortable with vendors – look 

at costs annually. 

 Continually monitor pricing 

 Get your team on board, incentivize & 
reward for reaching goals 

Maximizing Profitability in the P&L 





Case Study #1 

 6 store Owner Operator 

 Came to us as a 4, is now a 7 and on the 

way to a 10 

 Here’s how: 

 Refinanced home to save $30,000/year in 

payments 

 Refinanced debt service to save 

$100,000/year in principal & interest payments 

 Found $60,000 in savings in the P&L 

 

How to Get to 



Case Study #2 
 7 store Owner Operator 
 Came to us as a 2, is now a 6 and on the way 

to a 10 

 Here’s how: 
 Draw was $75,000 

 Daughter’s college tuition was in this number.  We 
suggested the daughter finance her education with the 
intention of O/O repaying when cash is up. 

 Business decisions vs. emotional 
 Terminated underperforming Store Manager 

 Replaced overpaid Bookkeeper with Bill Pay Services 

 Budgeted Draw & adhered to budget 

How to Get to 



Other ways to get to 
 Sell an under performing restaurant 

 Reduces G&A 

 Builds Cash 

 Improves Ratios 

 Helps working capital 

 Helps to pay off debt 

 Positions O/O for growth so they can acquire 
more restaurants as they come up for sale in 
the future. 

 Sell a restaurant outside of your patch 

How to Get to 



What does the future hold? 

 Minimum Wage Increases 

 Health care 

 System Wide Initiatives 

 Required Reinvestment 

 Increased Taxes 

 Sluggish Sales 
 



Creating a sound financial plan that is 
actionable, realistic and attainable will 
help you get to maximize viability. 
 

 Insert all future considerations into 5 to10 
year business plan to ensure your are 
achieving & exceeding financial viability 
standards. 

 Maximize your relationships with advisors 
and utilize all resources available to you. 

You need to plan! 



In order to “Get to ” you need to 

understand…. 

1. Ratios & Financial Viability 

2. How business transactions and 

occurrences can positively or negatively 

affect ratios 

3. How to control G&A, Draw & Debt Service 

4. How to maximize profitability in the P&Ls 

5. How to forecast the future and plan for it! 

 

 

 



GG&G’s Financial Plan to Win 

1. Achieving, Sustaining 

and Maximizing 

Financial Viability  

2. Continuous & Future 

Tax Planning 

3. Business Planning 

4. Personal Financial 

Planning 

 

 



Upcoming Webinars 

MRPs, Relos and Rebuilds, OH MY! 
Wednesday, November 19th 

 

Top 10 Year-End Tax Planning Considerations 
Date TBD post-election 

Register Today: www.gggcpas.com/webinars 

 



Questions? 

Richard P. Feilteau, CPA 

rfeilteau@gggcpas.com 



Contact Us 

We go beyond the number by delivering insight,  

guidance and success to McDonald’sTM Owner Operators. 

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. 
 

Richard P. Feilteau, CPA is a Certified Public Accountant in Massachusetts and serves as Partner at Gray, 

Gray & Gray, LLP.   


