OoCBJ.COM

ORANGE COUNTY BUSINESS JOURNAL

Vol. 43, No.1 THE COMMUNITY OF BUSINESS ™ January 6-12,2020 - $5.00

cripatie ceoNiccol | (ClSys Shopping Spree

at company’s

NewportBezchHa 1 Could Push Sales to $1B
SERVICES: CEO Plans

‘Transformative’ Q1 Buys
Il By PETER J. BRENNAN

CoolSys Inc., the Brea-based parent of a collec-
tion of refrigeration and heating companies that’s
been among Orange County’s fastest- growmg pri-
vate firms the past few years,
is gearing up for an eventful
2020.

The company, already one
of the country’s largest in this |
space, is working to buy four
to six additional companies
by the end of March, Chief
Executive Adam Coffey told ‘
the Business Journal.

Two “will be transforma- Coffey: Fast start to
tive and we will double the 2020 Planned
size of the company” to $1 billion in annual sales,
Coffey said.

If the acquisitions come to fruition, Coffey will
be nearer his goal of $1.2 billion in sales and a $2
billion enterprise value by 2023. Sales are now at

RESTAURANTS: Chipotle CEO on Breakout 2019, and Future Plans W CoolSys 37

B By KARI HAMANAKA Inc. Chief Executive Brian Niccol and his  press and was in need of a reset.
team have spent the past two years focused Operations under the former Taco Bell
If a Chipotle employee can’t taste the on a back-to-basics game plan driving what CEO were quickly refined to ensure qual-

difference between good guacamole and  they say is “food with integrity.” ity food, while a reshuffled C-suite over-
great guacamole, well, they may be suited Niccol stepped into the top spot in March  seen by Niccol focused on the build-out of
to work elsewhere. 2018, at a time when the company’s image  digital marketing efforts centered on a new

That’s because Chipotle Mexican Grill and its stock had been pummeled by bad > Niccol 14
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Wins for Defense Disruptor ~ ment to task (via
Twitter) for their

come work for his firm; Instagram photo of founder Webb with blow-dryer
B Appeared at length on CNBC during brush

one of the better-performing days for the .
stock market, racking up a huge amount Blowout Sale $25 5 M

M By KEVIN COSTELLOE heavy-handed ac- of free press for his company;
tions against a pro- B Spoke at Simi Valley’s Reagan Na- For Drybar PrOduCtS
A quick recap of some, but certainly fessional gamer tional Defense Forum alongside Ama- o
not all, of Palmer Luckey’s more no- supporting protesters zon’s Jeff Bezos and other notables, was RETA"" Parent.co.
table activities in 2019: in Hong Kong, had X\ i ' “the only attendee wearing sandals and retains salon business
B Got married and livestreamed the earlier suggested - R shorts,” noted a Washington Post story,
ceremony using virtual reality technol- local employees cut “poing cool stuffand ~ and; Il By KARI HAMANAKA
ogy; by the software giant making money” W Luckey 38

The buttercup yellow branding synonymous

with blowout salon concept Drybar is set to
OTHER 2019 HONOREES emerge on the international stage this year follow-
" ing the sale of its products business for $255 mil-
s l
Annette Walker

Parke Miller Steve Jones Walter Cruttenden Augie Nieto lion to Helen of Troy Ltd. (Nasdaq: HELE).
Lincoln Praperty Co. Allied Universal Acorns (ity of Hope Augie's Quest The El Paso, Texas-based consumer products
Page 4 Page 6 Page 10 Page 12 firm, with a market capitalization of about $4.6

billion, said late last month it was acquiring Dry-
W Drybar 12
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Walk-up window for mobile orders and delivery being tested in new store design

Niccol

W from page 1

rewards program, and redesigned store lay-
outs designed to improve the customer order-
ing and pick-up process.

The results of those efforts: one of the more
striking corporate turnarounds in recent his-
tory.

Analysts estimate Chipotle sales in 2019
will rise 14% to $5.5 billion and the firm
(NYSE: CMG) has seen its stock nearly triple
since Niccol’s arrival, including a 73% boost
in 2019, adding about $12 billion to its mar-
ket value in the past 12 months alone.

With a market capitalization of $24 billion,
Chipotle is now firmly entrenched as Orange
County’s second-largest public company.

Niccol is the Business Journal’s pick for
Business Person of the Year.

“As I look back over the last year, God, we
got a lot done,” he said.

The Right Talent
“Obviously, there’s terrific financial results

CHIPOTLE MEXICAN GRILL INC.

870

CMG

350
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m CEO: Brian Niccol

m HEADQUARTERS: Newport Beach

m BUSINESS: fast-casual restaurant chain fo-
cused on quality ingredients, cooking

m TICKER SYMBOL: CMG (NYSE)

m 2019 EST. REVENUE: $5.5 billion (up 14%)
m 0C EMPLOYEES: 1,537

m NOTABLE: stock has almost tripled since
Niccol become CEQ two years ago

and terrific operating performance and some
great innovation on digital,” Niccol said, sit-
ting on the 14th floor of Chipotle headquar-
ters in Newport Center, after having just
come from a visit to one of the company’s
more than 2,500 restaurants.

“But I don’t think any of those things
would be nearly as powerful if we didn’t
have the right culture with the right people.

“The reason we got so much done is I think
we got the right leaders focused on the right
things, and they’re holding themselves and
their teams accountable to getting those key
projects done.”

How did he recruit the best of the best?

Niccol’s draw is his reputation as a great
executive, Howard Penney, an analyst at
Hedgeye Risk Management LLC in Con-
necticut, told the Business Journal last year.

“People want to work for him,” Penney
said. “People like that attract talented peo-
ple.”

Penney also predicted Chipotle could be
the “greatest turnaround the [restaurant] in-
dustry has ever seen,” at a time its stock was
at about $533.

Its shares now trade at nearly $870.

Newport Beach Relocation

Niccol’s reign as Chipotle chief began with
the company’s relocation from Denver
to Newport Beach, in a move he said was
about recruiting the right talent to get the
company where it needed to be, especially as
tech’s role in the firm’s turnaround came to
the forefront.

“We really wanted to be where the food
culture that we wanted to create exists, and
then also wanted to have access to the tech-
nology talent that we knew we would need
to really transform the business,” Niccol said
of the move.

The tech talent has had its impact already:
Chipotle’s rewards program, not even a year
old, already has some 8 million members,
and has effected a digital transformation

Open floor plan and sleek design in beta at select locations

that’s now become the center of a $1 billion
source of business.

Innovation, Focus

One aspect of the company’s turnaround
focused on the basic idea that “fast food can
be really good food. It doesn’t have to be
what everybody knows fast food to be,” Nic-
col said of the basic tenet founder Steve
Ells built Chipotle on. Another side to the
turnaround has been a turn to innovation and
the future.

“When I got here Chipotle had a lot of
ideas, and I would say the challenge was
picking which idea the organization was
going to focus on and see through,” Niccol
said.

“There were some things that, frankly,
weren’t on some people’s radar, and there
were other things that were just not being ex-
ecuted in a way where there was conviction
to getting it accomplished. And the biggest
example I use is on the digital side of things.
It wasn’t like there weren’t any ideas around
here to do ordering in the app or online or-

dering or a rewards program. It just
wasn’t the priority.”

Niccol and team gained clarity on what to
prioritize and have made headway.

Tech at Your Service

A second make line is now installed in
every Chipotle, meaning there is a second
line in the kitchen that is fully dedicated to
the speedy fulfillment of digital orders that
went from around 5% of sales to closer to
20%, or $1 billion.

Chipotlanes—similar to a drive-thru—for
mobile customers not looking to get out of
their vehicles to pick up their already-placed
orders in a matter of seconds are being rolled
out. Pick-up shelves in-store for those mobile
orders are also in place, along with a rewards
program.

“What’s great about that is this sets us up
for really becoming, I call it, a digital pow-
erhouse,” Niccol said.

“At the same time, we’ve also got to be
very focused on just executing operations,
which is you’ve got to have great food, and
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Voice and other technologies helping company refine service offerings
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the other thing, too, is speed. We had lost our
operational knowledge on how to make
Chipotle food really fast for the customer.”

Employee Buy-In

To incentivize employees, there’s been
lower medical costs ($5 for prescriptions and
$15 for a doctor’s visit), mental health bene-
fits, debt-free degrees, an expanded tuition re-
imbursement program and English as a
Second Language offered to employees and
their families.

Niccol and team are already looking to
what’s next, as they continue to refine what
they’ve already implemented. The company
in December said it would begin testing a new
restaurant design at a handful of locations,
touting a sleek and modern appearance, with
an open floor plan, full view of the kitchen to
play up the culinary and fresh ingredients as-
pect, and a walk-up window for mobile orders
and delivery.

Chief Technology Officer Curt Garner
noted in a statement “by better suiting our
restaurants to accommodate the digital busi-
ness, we’re able to finalize orders more effec-
tively and provide a better overall experience
for our guests.”

This now sets the stage, Niccol said, to con-
tinue innovating on the experience.

“I think what’s really exciting is now that
we have the system in place, we can start to
leverage things like voice and video,” Niccol
said. “Those capabilities didn’t exist the way
they exist today and we’re going to figure out
how we put this into the business. We also cre-
ated [a] live chat so if you have questions or
we didn’t give you the best experience, we
want to fix it real time. The way [ would think
about it is more access and speed, less fric-
tion.”

Texthook Case

Keeping a close eye on all of those pro-
grams and how they’re being implemented at
the store level and received by consumers is a
constant.

The CEO is in restaurants at least once a
week, whether that’s local stores in places
such as Santa Ana or Huntington Beach, or
those he needs to hop on the plane to see.

That control of the overall restaurant expe-
rience is partially what was attractive about
the industry to the executive in the first place.

Niccol didn’t start out wanting to work in
restaurants. Instead, his first job was at Proc-
ter & Gamble in brand management, on the
path to general management.

“What I did find that I really loved about
my time there was I started to realize, wow,
your economics class really came to life,” he
recalled of his time at P&G.

“People respond to incentives and people
respond to positioning, and if the positioning
of your product or brand matches up with peo-
ple’s values or some incentive, they will be a
very loyal customer. And I just love the psy-

Canslaol Chaddar cheese Cheese cultures

Distilled vinegar

Lemenjuice

THE ONLY INGREDIENT
THAT’S HARD T0
PRONOUNCE AT CHIPOTLE
IS “CHIPOTLE”

Chipotle was born of the radical belief that there is a connection
between how food is raised and prepared, and how it tastes.

These principles result in real flavors that tantalize the tongue, salsas that singe
the taste buds, and real ingredients that are responsibly sourced.

All combined into a creation made just for you, in front of your eyes.

But realisn't just a way of sourcing, cooking, and eating.
Real is a way of acting in the world. And when so much of the world
feels artificial, it's nice to get back to real.

Gregans Pints besny

3 That's why Chipotle has always been committed to preparing real food
: ,A made with real ingredients. You know, the kind you can recognize and
“\ pranounce. In fact, we've listed every single one of them right here.
( ) We wish everyone would do the same,
.’ For real food. For real actions. For real change.
Redamion Red wine vineg Bice brancd
CHIPOTLE
/62 Real
chipotle.com/real
“““““““““ T Thyree {In case you're wondering, it's CHIH-POAT-LAY)
Vegetsble rennet Woter Whest flou
R .
14 ™\ YOU'RE LOOKING AT THE COMPLETE LIST
gy e OF CHIPOTLE INGREDIENTS. FOR REAL.

White ica. Wit sest corn Pr——

Focus on simple, clean ingredients at heart of marketing

chology of why people behave the way they
behave. Slowly, but surely, that just migrated
me into restaurants and retail.”

While packaged goods was fun, the idea of
leaving a brand’s story in the hands of the re-
tailer was a challenge.

“I had to count on the retailer to then resell
the Crest or the Scope,” Niccol said.

“When you get into restaurants, not only do
you create your product, you now also own
the restaurant experience and that’s what got
me excited about going into restaurants. It
just furthers the idea of, well, why do people
make the decisions that they make?”

Good food and the people, he said, are what
have kept him in the business.

“So that’s how I ended up in this, and Iuck-
ily it’s worked out,” Niccol said smiling as he
prepared to dash off to yet another appoint-
ment.

“So far so good.” m

Improving employee benefits another highlight of Niccol’s tenure

Trending: Niccol on What Will
Drive Business in 2020

about it. Sustainability goes hand in hand
with, in our opinion, [the company principle
of] food with integrity. We want to make
sure that we get access to great food done
in a responsible way, supporting local farm-
ers and thinking about the footprint we’re
creating and leaving behind.”

Digitization

“It’s this digitization of access to food.
You see this probably present in a lot of
digital businesses now, so we’re going to
be putting it into the Chipotle business.”

Mindful Sourcing

“When we say cultivate a better world,
the reason why we’re saying that is be-
cause it goes beyond just having access
to great food. We want to make sure the
way we get access to that great food is
done in a responsible way, supporting
local farmers. Thinking about the foot-
print we’re creating and leaving behind is
really important.”

Plant Based Foods

“People are more open to plant-based
foods. You’re going to continue to see a
trend [of more] cauliflower rice—I mean,
I’'m amazed right now. Cauliflower seems
to be having a moment. It’s indicative of
this trend of wanting more plant-based so-
lutions. People are still wanting to eat
chicken or steak, but you definitely see
more willingness to move between vegetar-
ian, meat and less grains or less gluten.
Pretty much every style you want to eat,
you can access at Chipotle.”

Sustainability

“There’s a real trend towards getting as
close to the source of food as possible and
doing it in a sustainable way. We haven’t
talked much about this and we need to

figure out at Chipotle how we talk more —Kari Hamanaka
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