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Tips for Our RestaurantClients
General Guidance during the COVID-19 Outbreak.
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We are trying to extend our help in the following areas to all of our clients.

e Cash flowplanning

e Breakeven pointanalysis

e Assistingwith cost cuttingstrategies

e Supportwithapplying for loans whenthey become available

e Helpingout howeverwe can (including helping with working remotely if you need it)

Here is our general guidance. Click to navigate to each section.

Don’tclose, unless specific circumstances warrant (more below)
Review operatinghours

Double down on take-out

Reduce laborcost

Takecare of your employees

Understand how unemployment insurance works
Negotiaterent

Cutor negotiate other costs
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Reduce menusize
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Freeze purchasing where youcan
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. Forecastsales and cash flow
. CashFlow
. Preparetoraise capital, get loans
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Usesocial media, etc. to inform and communicate with your guests
. Stay Informed
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1) Closure vs.Revamping

e Ifyourrestaurant has beenstrugglingfor alongtime, this might be agood time to bow
out gracefully.

e Ifyoufirmly believe that the ethical, moral choiceistodoeverythingyoucantostop the spread
of thisvirus, regardless of the economicimpact on yourself, your employees, your investors,
your vendors and everyone else “downstream,” you may want to close temporarily, but don’t
just quit, getcreative.

e Besuper creative before deciding. Family pack deliveries, prepare grab-and-go meals,
setup shorttermgrab-and-go shopsor adelivery service. Youcaneven changeto atakeout
concept that will fill the gap until things are back to normal. Curbside delivery turns every
parking spot into a potential table, so consider that possibility.

2) Operating Hours

e Justbecauseyou have alwaysbeenopen at certaintimes doesn’t meanthat’swhat youhaveto do
now that you have the options of curbside, delivery,and take-out. Think about the times that
people are commutingonly. If you are focusing on delivery, think doorstep service soitis ready
right before lunchorright before they get home.

e Do things really not get going until 6pm or die down after 9pm? Adjust and cut out those 30-60
minute periods where you only serve afew guests now that you are offering takeout and delivery.

¢ Normally,youwould not want to flexoperating hours. This is the perfect time as guests will
completely understand. Just be sure to communicate with email and social media.

3) Take Out and GiftCards

¢  Whatmorecanyoudotopromotetake-out?

e Anynewdishes particularly well suited for take out to put onthe menu?
Family kits, delivery services, corporate packages?

e Promoteonsocial media,over and over and over.

e Thisisagreattimetoselland promote gift cards and retail swag.
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4) Labor Cost
Hourly

Cut hourly laborimmediately and deeply

First, don’t schedule anyone that doesn’t want to work, doesn’t need to work or is not feeling
well. Beyond that, the easiest and quickest way to decide who gets fewer hours seniority-based.
Cutting based on performance or getting rid of the weaker players is more time-consuming and
more difficult. This may not be the best time for that.

Know that youdo not need tolay anyone off. Giving someone zero hours and no shifts is not the
equivalentto lettingthem go. Youmay simply not have enough work for everyone.

Salaried

In most states, managers cannot collect tips, but they can certainly take tables. Now is the time
for managersto be picking up shifts, further justifying fixed labor and reducing hourly.

Consider anacross-the-board salary reduction, somewhere between 20 and 50%

or whatever isfeasible.

We do not encourage you to make this a deferred salary. In other words, managers should not
expect that youwill pay this back later. The idea hereis that everyone suffers here for the good of
the business.

Owner and corporate salaries: if you are asking line level managers to take salary cuts, you should
dothe sameforyourself and your corporate team.

If you are an owner and are not already in the restaurants, now would be the time to pick up
shifts. Are there corporate employees who might dothe same?

Eliminating Positions

Wedon'’t think anyone knows how long this will last, but if you believe it won’t last very long, you
willwant to keep your team, not lose them.

If you believe this could last awhile and/or simply can’t afford to keep everyone, you will need to
make some difficult but necessary decisions.

)

(952) 927-4011 | ES) secouig



5) Caring for Employees

Hourly

While we all believe that our employees are our most valuable asset, right now your business is
your most valuable asset. You need to be thinking of how you come out of this. It will be better to
have let your employees gotosoonratherthantoo late. Remember, your employeeswill have
opportunities that you will not have as a business owner. They will have unemployment and
governmentassistance that you as abusiness owner just don’t have.

If youdon’thave agood employment attorney or HR consultants, we recommend talkingtous at
Whirks for the latter. We also have great connections for employment attorneys, so please reach
out.Weare heretohelp!

6) Unemployment Insurance

You havealready been payingunemploymentinsurance for your employees. Anyone laid off can
collectunemployment. With new mandates, they can collect faster than they could every before.
Anyonewhose pay isreduced beyond a certainthreshold can collect unemploymentinsurance.
Theydo not have to be laid off.

Youwill not owe anything in terms of unemployment insurance if you reduce hours toabare
minimum or lay people off. However, if you do and employees collect unemployment, your
unemployment rate may increase next year.

7) Rent

It's arare landlord that will simply reduce or forgo rent. That said, it is also the rare landlord that
wantsto gothrough all the expense of re-renting their space.

It can’t hurt to ask. Ask first for reduced rent. Ask second for deferred rent. For example, ask for a
50% reductioninrent forthree months and pay it back over the following 12 months.

Doyou have off-site storage holding old records you don’t need or equipment you should really
sell orditch?

8) Other Costs

Arethereother fixed costs in your profit and loss that you can eliminate or reduce permanently
or for the next 3-5 months?

Look ateverylineitem. Ask everyoneto pitchin.

Look at every software or subscriptionyou candowithout.

)

(952) 927-4011 QS/) pecoung



9) Menu

Look at your menu. Any of the following will help:

¢ Eliminate menuitemstoreduce the menusize. Thiswill save onlabor and waste.

e Makesuremenuitemscross-utilize at least someingredients.

e Trytokeepitemsthat drop bigdollarstothe bottomline. ltemsthat have a high gross profitin
dollar terms and low labor cost are best of all. Low food cost is always good, but not if alot of
laborisrequiredinthedish.

¢ Useupyourinventory - whatdry goods have beensitting around waiting for an opportunity?

¢ Don’tbeafraid torunout of items more oftenthan you typically would. It is better torunout
thantoover prep and waste produce.

10) Freeze Purchasing

¢ How’syourwineand liquorinventory? If ever there was atime, nowis the timetodepleteiit.
You'llreap the benefits in 30 days when those bills would be due.

¢ China,glass,silver? Any expensive amenities?

¢ Noneofthiswill be asimpactful as boosting sales, controlling labor and managing food and wine
purchases, but as soon as you have time, go through your detailed Profit and Loss. Or, we can
provide you a copy of your actual general ledger and look for anything you might eliminate.

11) Forecasting

Thisis not easy, but forecast as accurately as possible what’s coming up. If you can’tdoit by day,doit by

week.

¢  Whatwaslast week like? How far down do you expect to be this week?

e Layerin COGS percentage.

e Comeupwithbestcase,reasonable case,and worst case scenarios. Look at them every day and
make adjustment as necessary.

¢ Next, fixed managers (keep that flexible so you can adjust for the 10-20% cut if that’s something
you're considering).

¢  Whatotheritemsnever seemtochange? Utilities don’t change much. Linen maybe alittle.

¢ Whatelseiffully variable? Credit cards fees are probably the best thing to consider.

e Weareheretohelp,sowecanprovide asimple excel model.

¢ Youwanttogettoaweekly burnrate or breakeven.We are hereto help youfigure this out.
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12) Cash Flow

Keep in mind your P&L doesn’t reflect cash flow.

¢ Forexample, many of you have amonthly or quarterly sales tax payment due today. Don’t forget
about thiswhenyou areforecasting.

e Thoughyoumight haveincludedrent,it’s not paid every week, but whenitis,it’sawhopper.Itis
only 10 days away, unless you have already talked to your landlord.

e Anaccuratecashflowstatementis much harder, but with good historicals, it just takes time.

¢ Bottomline:youneedtoknowwhat your runwayis,and we are here to help.

13) Capital and Loans

¢ Doyouhaveawarchesttoridethisout? If not, start thinking about funding sources.
e Doesyouroperating agreement allow youto go back toinvestors for a capital call?
¢ Doyouhaveinvestorsthatareinthe positiontomakealoantoyou?

14) Social Media

e Betransparent,be communicative.
¢ Doubledownonsocial media.

o Keeptheglossyfood photoscoming.
e Keepyourbrandout.

e Communicate operatinghours.

15) Stay Informed

Follow and share updates from reputable groups:

e Nationalupdatestracked onthe SBACOVID-19release
¢ Memphis RestaurantAssociation

e SBA.gov
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