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Store Management Bonus Plan 
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Goal of the Bonus Plan: 
The goal of the Bonus Plan is to reward managers based on their ability to grow sales and profit while building long-term guest loyalty because the store is managed “The Freddy’s Way” with an emphasis on Cleanliness, Friendliness/Hospitality, Fast Service, Food Safety, Workplace Safety, and a Fun Work Environment.  Our goal at MLY is to run the Friendliest, Cleanest, Safest, Fastest and Most Accurate restaurants in town, setting ourselves apart from all competition.


Eligibility: 
Individuals in a salaried & hourly store management position AFTER completion of their management training, having worked for a full period in a store open at least 12 weeks are considered eligible for this bonus program. Manager must be employed and not have provided notice to step‐down or resign on or prior to the date of the payout to receive the bonus.


Payouts: 
Bonus payouts are calculated and paid on a quarterly basis and are determined by the performance of the store on the final P&L for the quarter. Payouts are generally made within six (6) weeks after the end of each quarter.

The Total Bonus Pool is calculated through a combination of Profitability & Operational Metrics, and the bonus is limited to a percentage of Net Income (defined as EBITDA below) based on annual projected sales volume, detailed below. 

· MLY Volume Tier Caps (Low, Mid, High, Highest)
[bookmark: _Hlk219227158]<$1,599,000			12.5% 
$1,600,000 to $1,899,000	10.0%
$1,900,000 to $2,399,000 	7.5%
>$2,400,000 		 	5%

Payouts are not guaranteed, and are subject to overall store profit performance, and can be adjusted downward when a management team fails to operate at a level of excellence based on MUM/DOO/Operating Partner discretion. EBITDA is defined in this plan as Earnings Before (Net) Income Taxes, Depreciation & Amortization. Interest payments are included in the Net Income reflected on MLY’s P&Ls, whereas rebate income is not. Total Overhead Support (DOO, MUMs, OFMs, FSMs, OSMs & Support Staff) is added back into Net Income.

If a store is unprofitable due to low volume sales, and the low volume is not due to mismanagement or poor operations, and adjustment will be made per the discretion of the Operating Partner to equalize the Base Rent of said location, and the store will be able to generate a bonus based on that adjusted figure in the same manner as a profitable location. ‘Unprofitable’ is defined as a negative Net Income balance. ‘Low Volume Sales’ is defined as weekly average sales below the market-adjusted breakeven point. 
Bonus Pool Distribution: 
GMs receive 50% of the store bonus pool.  Typically, AMs receive 30% of the store bonus pool, and Shift Supervisors receive 20%. However, the remaining 50% split between the rest of the management team may be adjusted at the GM’s discretion subject to approval by the MUM/DOO/Operating Partner. Additionally, the GM can choose to provide part of the bonus pool to high-performing Team Members.

FTMs receive an additional 25% increase in their payout, separate from the bonus pool for their status as GM-Ready assistant managers. 

FSMs receive a bonus equivalent to the GM of the location they primarily have spent their time over the course of each quarter. In the case they are in multiple stores, their bonus is discretionary according to the Director of Operations and/or Operating Partner. Bonus is disqualified if locations are not profitable.

OSMs receive a bonus equivalent to the AM of the location they primarily have spent their time over the course of each quarter.  In the case they are in multiple stores, their bonus is discretionary according to the Director of Operations and/or Operating Partner. Bonus is disqualified if locations are not profitable.

In the case of both the FSM & OSM, a minimum of 10 shifts must be worked at a location to be eligible for an equivalent portion of the bonus pool as described above. The Bonus is divided by the percentage of shifts worked at each location. All FSM & OSM bonuses are separate from the store bonus pools. 

Any bonus payment that would have gone to a management team member but is not distributed due to a write-up or a resignation is NOT added to the payouts provided to the other management team members.  That portion is removed from the Bonus Pool entirely. 

Bonus Calculations: 
All stores are eligible for a bonus at the end of each quarter. Earning that bonus is a matter of meeting various Benchmarks on Profitability and Operational Excellence. They are weighted as follows: 

Labor 			25%
COGS			15%
Hospitality		15%
Food Safety		15%
Speed of Service	15% 
Total Operations	15%

1. Meet Labor Budget: a store must meet the Quarterly Labor Budget to earn 25% of their Bonus Pool. Budgets are set at the beginning of each quarter by MUMs and GMs and approved by the Director of Operations and/or the Operating Partner.

2. Meet COGS Budget: a store must meet a Cost of Goods Sold Inventory Balance at or below their Volume Tier Threshold (see below) for the quarter to earn 15% of their Bonus Pool. We will continue to set COGS Budgets as well, but it will not determine bonus eligibility. These figures are subject to ongoing adjustments based on the fluctuations of our DC cost. 

· MLY COGS Budget by Volume (Low, Mid, High, Highest)
<$1,599,000			$3,500 		34.5% 
$1,600,000 to $1,899,000	$4,000		33.5%
$1,900,000 to $2,399,000 	$4,500		32.5%
>$2,400,000	 		$6,000	 	31.5%

3. Hospitality (Negative Incident Rate): a store must meet an average threshold of more than 2,500 Guests per Negative Review, also known as the “Negative Incident Rate”, as calculated by the Voice of the Guest page on Domo for the quarter to earn 15% of their Bonus Pool.

4. Food Safety (Ecosure Audit Score): a store must meet an average threshold of 95% or higher on their Ecosure Audits for the quarter to earn 15% of their Bonus Pool. If a store receives an Official Ecosure Audit, as opposed to a self-audit by an MLY MUM, that score will supersede the MLY audit for the period.
a. EXCELLENCE ADD-ON – through Q3 and Q4 of 2026, if a store hits this metric, they will receive a 15% boost to their store’s bonus pool. 

5. Speed of Service (Good Shifts Score): a store must meet an average threshold of 80% or higher on their Good Shifts Percentage for the quarter to earn 15% of their Bonus Pool.

6. Total Operations (OAR Score): a store must meet an average threshold of 94% or higher on their Operational Assessment Reports (OARs) for the quarter to earn 15% of their Bonus Pool.

7. Certified Training Restaurants: any store that has achieved and maintained a CTR status is eligible for a bonus add-on in the form of a 25% increase to their total Store Bonus Pool when they train any number of external managers for other locations. For example, if a store bonus pool is $2,000 and they have trained an external manager, their bonus pool is increased to $2,500 ($2,000 x 1.25). Note this Franchise Training Manager bonus add-on as described above is calculated from this total as well. 
· At the discretion of the DOO or Operating Partner, in the case that a non-CTR store is asked to train an external manager due to an overflow of MITs in existing CTRs, that store will be eligible for a 15% increase to their total Store Bonus.


Guest Service Audit Deduction: 
Throughout each quarter, each store will receive multiple Guest Service Audits that assess their operational dedication to the 3 Pillars. These audits are completed by the MUMs, Owners and Freddy’s corporate. To motivate management teams to meet our minimum requirements for operational excellence and to NOT jeopardize the Freddy’s or MLY brands, reputation, or continuing operation in any way, the following result in a deduction of any bonus for the quarter, as follows:

1. First Failed Audit: the quarterly bonus pool is reduced by 30%.
2. Second Failed Audit: the quarterly bonus pool is reduced by an additional 45%.
3. Third Failed Audit: the quarterly bonus pool is forfeit.



Bonus Disqualifiers: 
To motivate management teams to meet our minimum requirements for profitability, and to NOT jeopardize the Freddy’s or MLY brands, reputation, or continuing operation in any way, the following result in disqualification of any bonus for the period, and results in the store being ineligible for future bonuses until corrections have been made as described:


1. Profitability Disqualifiers

· Labor: if a store is found to be in excessive violation of labor laws, including but not limited to: not enforcing Child Labor Guidelines, having employees work off the clock or adjusting clock-in and clock-outs, they are automatically disqualified from a bonus.
· Inventory: if a store’s inventory exceeds 15% of Net Sales due to careless ordering and improper rotation, they are automatically disqualified from a bonus.
· Cash Over/Short: if a store’s Cash Over/Short exceeds 0.03% of Net Sales, whether from theft, poor cash handling, or accepting counterfeit bills, they are automatically disqualified from a bonus. Exceptions are made in the case of credit card processing errors due to circumstances outside the store’s control.

2. Operational Disqualifiers

· Hospitality: The store’s average Guests per Negative Review for the quarter falls below 1,250.
· Food Safety: The store fails a Food Safety Audit conducted by Ecosure, the Health Department, the MUM/DOO, or corporate.  A failed score is 85% or Less. 
i. The store becomes re-eligible for future bonuses after submitting an action plan for corrections, executes that action plan, and passes a re-audit within three days of the failed audit.  
ii. If the store does not pass re-audit, the bonus is forfeited for the entire quarter.  
iii. Regardless of the re-audit, the manager who was on duty during the failed score will receive a Written Documentation and forfeit their bonus for the quarter.
· Speed of Service: The store’s average SOS time for the quarter rises above 6:00 OR a Good Shift rating below 50%. 
· Total Operations: The store’s average Overall OAR score for the quarter falls below 87%. 

3. Work Comp Safety Audit: The store fails a Work Comp Safety Audit conducted by our insurance company, the MUM/DOO/Operating Partner, or corporate.  
· The store becomes re-eligible for future bonuses after submitting an action plan for corrections, executes that action plan, and passes a re-audit within three days of the failed audit.  
· If the store does not pass a re-audit within three days of the failed audit, the bonus is forfeited for the next quarter as well.

4. Lost-Time Work Injury: An employee injury resulting in lost work time and the injury is a result of safety policies and procedures not in use at the store.  
· The store becomes re-eligible for future bonuses when corrections are made.  
· If the corrections are not made within 24 hours of the injury, bonus is forfeited for the next quarter as well.

5. Write-Up: Any manager who has received a written disciplinary warning (i.e. a write-up) is ineligible for a bonus for the quarter.




New Stores:
A separate bonus program is in place for management in a store that has been open less than 12 weeks of operation. This bonus is discretionary and will be awarded by the DOO/Operating Partner, in conjunction with the store MUM based on store opening performance. 

After the completion of the 12-week opening operating period, eligible managers will enter the Store Management Bonus program as described in this document.

[bookmark: _Hlk3385599]Termination:
Managers must be employed and not have given notice or intent to step down from their position prior to the day of the payout to be bonus eligible.

Business Ethics:
Managers have an ethical obligation to meet sales and expense budgets honestly while maintaining Freddy’s Frozen Custard & Steakburgers standards including but not limited to maintaining proper staffing levels, providing proper training and cross-training of Team Members, ensuring a warm and friendly environment for Team Members and guests, etc. etc.   Bonus deduction up to 100% can occur at the discretion of your MUM/DOO/Operating Partner if business ethics are compromised to achieve financial goals, or other aspects of the Bonus Plan. 

Some (not all) examples of when this could occur:

· Excessive negative Guest Comments.
· Inventory “bounce” where the store runs short on inventory to achieve period food and paper cost goals.  
· Under scheduling or underutilizing labor or under-training to reach labor cost goals.
· Any attempt to abuse, mislead, and falsify documents/results or to otherwise circumvent the intent of the program may result in disciplinary action, up to and including termination.

The amount and payment of any bonus under this program is subject to the sole discretion of Freddy’s Frozen Custard & Steakburgers and nothing in this document, or any other document describing or referring to this program, shall confer any right of any person to receive a bonus.

Tax Withholding:
All taxes applicable to bonus payments will be deducted when bonus payments are made. The bonus payout must be considered as income during the pay period in which it is paid and taxes must be withheld at the applicable Federal and State tax rate.

Not an Employment Contract:
Participation in any Freddy’s Frozen Custard & Steakburgers bonus program shall not be construed to give any individual any right or assurance of continued employment.  Employment with Freddy’s Frozen Custard & Steakburgers is terminable at will, with or without notice, with or without reason, by either Freddy’s Frozen Custard & Steakburgers or the individual.

Alteration of the Program:
[bookmark: _Hlk3385580]Freddy’s Frozen Custard & Steakburgers may modify, amend, or discontinue the Bonus program at any time without notice. This includes, but is not limited to, eligibility, profit requirements, payout percentages, target payouts, and any other program elements. Bonus payouts may be adjusted in the event of a store closure, sale or acquisition.

[bookmark: _Hlk3385541]In addition, the amount and payment of any bonus under this program is subject to the sole discretion of Freddy’s Frozen Custard & Steakburgers of Iowa and nothing in this document, or any other document describing or referring to this program, shall confer any right of any person to receive a bonus.

Signature of Store Manager: 


___________________________        __________________________________                   ________
Manager Printed Name                          Manager Signature                                               	  Date
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