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together with certain non-Debtor affiliates, “Red Lobster” or the “Company”). I was appointed
CEO of Red Lobster in March of 2024. Prior to that, I served from January 2024 to March 2024
as chief restructuring officer (“CRQ”), as described in greater detail below.

2. I am also a Managing Director at Alvarez & Marsal North America, LLC (together
with employees of its affiliates—all of which are wholly-owned by its parent company and
employees—its wholly-owned subsidiaries, and independent contractors, “A&M”).

3. I have been a full-time restructuring advisor for 27 years. I received a bachelor’s
degree from Florida State University and an MBA from The University of Florida. I am also a
Certified Insolvency and Restructuring Advisor with a Certification in Distressed Business
Valuation and am a member of the American Bankruptcy Institute, the Association of Insolvency
and Restructuring Advisors, and the Turnaround Management Association.

4. I have been employed by A&M for 22 years. A&M is a preeminent consulting firm
with extensive experience and an excellent reputation for providing high quality, specialized
management and restructuring advisory services to debtors and distressed companies. A&M’s core
services include turnaround advisory services, interim and crisis management, revenue
enhancement, claims management, and creditor and risk management advisory services. A&M
provides a wide range of debtor advisory services targeted at stabilizing and improving a
company’s financial position, including, developing or validating forecasts, business plans and
related assessments of strategic position; monitoring and managing cash, cash flow, and supplier
relationships; assessing and recommending cost reduction strategies, and designing and
negotiating financial restructuring packages. Additionally, A&M provides advice on specific
aspects of the turnaround process and helps manage complex constituency relations and

communications. A&M is known for its ability to work alongside company management and key
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constituents during chapter 11 restructurings. Some notable, publicly disclosed restructuring
assignments that [ have personally advised on include Ignite Restaurant Group, Inc. (including its
Joe’s Crab Shack and Brickhouse Tavern restaurant brands), California Pizza Kitchen, Kona Grill,
Real Mex Restaurants, Inc., Last Call Operating Co., Krystal Company, Quiznos, Max & Erma’s,
and Garden Fresh (d/b/a/ Souplantation and Sweet Tomatoes).

5. I submit this declaration (this “Declaration”) to assist the Court and parties in
interest in understanding the events and circumstances that led to the commencement of these
chapter 11 cases and in support of the motions and applications that the Debtors have filed with
the Court, including the “first day” pleadings filed concurrently herewith (the “First Day
Pleadings™). I am authorized to submit this Declaration on behalf of the Debtors. Except as
otherwise indicated herein, the facts set forth in this Declaration are based upon my personal
knowledge, my review of relevant documents, information provided to me by the Debtors’
employees, advisors, or attorneys, or based upon my experience, knowledge, and information
concerning the Company’s operations and the restaurant industry. If called upon to testify, I would
testify competently to the facts set forth in this Declaration.

6. On May 19, 2024 (the “Petition Date”), each of the Debtors commenced a voluntary

bankruptcy case in this Court (collectively, the “Chapter 11 Cases”) under chapter 11 of title 11 of

the United States Code, 11 U.S.C. §§ 101-1532 (as amended, the “Bankruptcy Code”). Pursuant

to sections 1107(a) and 1108 of the Bankruptcy Code, the Debtors continue to operate their
businesses and manage their affairs as debtors-in-possession. As described in further detail below,
immediately prior to commencing these Chapter 11 Cases, the Debtors entered into a stalking-
horse asset purchase agreement, which provides for the sale of substantially all of their assets as a

going concern.
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7. To minimize any adverse effects on their estates as a result of the commencement
of these Chapter 11 Cases, the Debtors have filed First Day Pleadings, applications and other
pleadings seeking various types of customary “first day” relief. Specifically, the Debtors are
requesting, among other things, that the Court: (a) approve the Debtors’ entry into a debtor-in-
possession financing facility and use of cash collateral, which will provide the liquidity necessary
for the Debtors to continue to operate their business during the Chapter 11 Cases; (b) authorize the
Debtors to pay in full and in the ordinary course of business certain prepetition claims, including
employee wage, benefit, and expense reimbursement claims and the claims of certain vendors that
provide goods and services to the Debtors; (¢) authorize the Debtors to continue using their existing
cash management system, including their existing bank accounts;, and (d) authorize the
implementation of certain administrative procedures to minimize any disruption to the Debtors’
business as a result of the commencement of the Chapter 11 Cases. The First Day Pleadings are
more fully described in Part V of this Declaration below. The relief sought in the First Day
Pleadings is crucial to preserve and maximize value for all stakeholders and will position the
Debtors for success as they transition into chapter 11.

8. I have reviewed the Debtors’ chapter 11 petitions and the First Day Pleadings, or
otherwise had the contents thereof explained to me, and to the best of my knowledge, and after
reasonable inquiry, believe that the relief sought in each First Day Pleading: (i) is necessary to
enable the Debtors to efficiently enter into, and to operate in, chapter 11 with minimal disruption
or loss of productivity or value; (ii) constitutes a critical element to the Debtors’ efforts to preserve
value and maximize creditor and stakeholder recoveries; and (iii) best serves the Debtors’ estates

and all parties in interest. Further, it is my belief that the relief sought in the First Day Pleadings
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is narrowly tailored and necessary to achieve the goals of these Chapter 11 Cases. The facts set
forth in each of the First Day Pleadings are incorporated herein by reference.

9. This Declaration is organized into the following sections: Part I provides an
overview of Red Lobster’s rich history and dominant market presence; Part II describes the
Company’s corporate organization and capital structure; Part III summarizes the financial and
operational challenges leading to the commencement of the Debtors” Chapter 11 Cases; Part IV
describes the Prepetition Turnaround Efforts and the Chapter 11 Cases; and Part V provides a
summary of the First Day Pleadings, the factual bases for the relief requested therein, and other
information related to these Chapter 11 Cases.

Part1
Red Lobster Past and Present

10. Red Lobster is a $2 billion revenue international, iconic seafood restaurant chain
with a rich history that spans over seven decades. Red Lobster is known the world over for
providing guests with an exceptional dining experience featuring quality seafood, friendly service,
and a vibrant and inviting seaside-inspired atmosphere.

11.  Founded in 1968 and headquartered in Orlando, the Company has steadily grown
over time from its modest roots as a single, family-owned restaurant in Lakeland, Florida into one
of the world’s largest and most well-known seafood restaurants, with approximately 551 U.S.
restaurant locations currently in operation across forty-four states as well as 27 restaurant locations
in Canada. Red Lobster also has 27 franchised locations outside the United States that operate

under the Red Lobster™ brand, including locations in Mexico, Ecuador, Japan, and Thailand.
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serving over 64 million customers per year and accounting for more than half of all casual
dining seafood chain locations. Red Lobster wields significant upstream influence on the global
seafood industry. For example, each year Red Lobster purchases 20% of all North American
lobster tails and 16% of all rock lobsters sold worldwide.

13. Originally marketed as “A Harbor for Seafood Lovers,” the Company has gone
from a privately-owned enterprise, to part of a publicly-traded organization, and then back to
private again. In 1970, two years after Bill Darden opened the first “Red Lobster Inns of America,”
Red Lobster caught the attention of General Mills, which acquired the Company and fueled Red
Lobster’s rapid growth from coast to coast. With its initial success, Red Lobster expanded rapidly,
opening additional locations throughout Florida. In 1970, the chain ventured beyond the state’s
borders, opening its first out-of-state restaurant in Georgia. By the end of the decade, Red Lobster
had expanded to over 100 locations across the United States. During the 1980s, Red Lobster’s
popularity continued to grow, fueled by its commitment to providing customers with affordable
and delicious seafood. The chain introduced popular menu items such as its famous Cheddar Bay

Biscuits, creating a loyal fan base.
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14.  Having successfully expanded across the United States in just two decades, Red

Lobster took its menu north to Ontario, Canada in 1983. In 1995, General Mills spun off its
restaurant division as Darden Restaurants, Inc. (“Darden”), a publicly traded company, which
included other well-known restaurant brands. Darden’s expertise and resources empowered Red
Lobster to further expand its reach and market share. In May 2014, Darden sold Red Lobster in a
leveraged buyout transaction to Golden Gate Capital.

15. In 2016, Thai Union Group Public Company Limited (and, together with its
subsidiaries, excluding the Debtors, “Thai Union”) made a $575 million strategic investment in
Red Lobster through its acquisition of a 49% stake in the Company. In 2020, Thai Union, former
members of the Red Lobster management team, and certain investors operating under the name

Seafood Alliance, acquired Golden Gate’s remaining equity stake in Red Lobster.
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16.  Over the years, Red Lobster continued to innovate and adapt to changing consumer
preferences. It introduced new menu options, including lighter seafood dishes, to cater to health-

conscious customers. Additionally, the Company launched popular promotions that became highly

anticipated annual events, such as Crabfest™ and Lobsterfest™.

17. Today, Red Lobster operates hundreds of locations across the United States and in
several international markets. It remains a beloved seafood destination, known for its commitment
to quality, value, and a diverse menu that caters to a wide range of tastes and preferences. Red
Lobster has not only maintained its focus on guest experience; it has also put at the forefront key
initiatives to show support for its employees, including the establishment of an Employee
Emergency Assistance Fund, known today as Red Lobster Cares, in which the Company and its
employees help fellow employees facing financial hardship. These efforts have been recognized

in recent years, including on the Forbes list of America’s Best Large Employers.
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Seafood WithStandards

Sourcing our seafood responsibly takes a lot of hard work - but it's the only way to
do what's best for our guests and the ocean:s.

18.  Red Lobster leads the seafood and casual dining industries in its commitment to
environmental stewardship and marine conservation. In 2018, Red Lobster unveiled its “Seafood
with Standards” initiative, and it partners with other organizations to help drive continuous
improvement in the seafood industry supply chain. As stewards of the oceans and environment,
Red Lobster partners with Ocean Conservancy®, a leading ocean conservation nonprofit, and has
focused in recent years on two key initiatives: (1) The Global Ghost Gear Initiative, which focuses
on driving solutions to the problem of lost and abandoned fishing gear, and (i) the Trash Free Seas
Alliance®, which is dedicated to innovative and pragmatic solutions to rid the ocean of plastic
pollution and other forms of marine debris. Throughout its history, Red Lobster has stayed true to
its mission of providing guests with a memorable seafood dining experience, which has continued
to make it a staple in the restaurant industry for seafood enthusiasts worldwide.

19. As of the Petition Date, Red Lobster’s workforce is comprised of approximately
36,000 employees. The Debtors have approximately 34,000 employees in the United States and
approximately 2,000 employees in Canada, with the vast majority of the employees serving in
part-time roles. The Debtors” operations in Canada include 155 unionized employees that are
employed pursuant to two separate Collective Bargaining Agreements—a collective bargaining
agreement with United Food and Commercial Workers Canada (Local 1006A) and a collective

bargaining agreement with United Food and Commercial Workers Canada Union (Local 401).
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20.  Red Lobster’s business is labor intensive, and its workforce includes personnel who

are intimately familiar with the Company’s operations, processes, and systems. The Company’s
employees perform a wide variety of functions that are critical to the Debtors’ operations and
cannot be easily replaced due to their unique skill and experience with core business segments.
The shrinking labor market of willing individuals and the costs associated with hiring replacements
on an expedited basis further underscore the importance of the Company’s current workforce.

21. In addition to the restaurants operated by the Debtors, Red Lobster has entered into
franchise agreements whereby third-party franchisees operate 28 additional restaurants in four
countries around the world. With certain exceptions, the franchisees of these restaurants generally
remit 5.5% of sales as royalties to the Debtors. In fiscal year 2023, franchised units generated
approximately $1 million in royalties.

22. Several years ago, Red Lobster created the infrastructure for a streamlined to-go
order business, which has culminated in the “Red Lobster To Go” website and in-store dedication

to curbside convenience. Fueled by the pandemic and the rise of third-party food delivery services,

10
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Red Lobster’s off-premises business segment accounts for hundreds of millions of dollars in
annual revenue.

23. In recent years, Red Lobster has also built up a steady consumer products line,
which it is in the process of further expanding. The Company maintains relationships with
licensees to sell Red Lobster™ Cheddar Bay Biscuits as well as select seafood products, which
generates millions of dollars annually for the Company.

Part I
Corporate Organization and Capital Structure

A. Corporate Structure

24, An organizational chart illustrating the corporate structure of the Debtors and their
relationship to the Debtors’ equity holders is annexed hereto as Exhibit A. None of the Debtors’
equity securities are publicly traded. All of the Debtors are direct or indirect subsidiaries of Red
Lobster Management’s ultimate non-debtor parent, Red Lobster Master Holdings, L.P. (“Holdings
LP”). Non-debtors Thai Union, RL Management Investors LLC, RL Management Holdings LLC,
and Seafood Alliance Limited are, directly or indirectly, the ultimate owners of Holdings LP. Thai
Union and Seafood Alliance indirectly hold a majority of the Debtors’ equity interests. Thai Union
indirectly holds approximately 47% of common equity interests and 100% of the preferred equity
units, and Seafood Alliance indirectly holds approximately 38% of the common equity interests.
The remaining common equity interests are indirectly held by former Red Lobster management in
two entities, RL Management Investors LLC and, indirectly, RL Management Holdings LLC.

25. As of the Petition Date, the boards of managers and boards of directors, as
applicable, of each Debtor are comprised of one independent director: Lawrence Hirsh. The
independent director is not affiliated with or employed by any of the Company’s shareholders,

lenders, or other major stakeholders.

11
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26. As of the Petition Date, the Debtors’ executive leadership team is comprised of the
following individuals:

Name Position
Jonathan Tibus  Chief Executive Officer
Nicholas Haughey  Chief Restructuring Officer
Stephanie Medley  Chief Financial Officer
Sara Bittorf ~ Chief Experience Officer
Matt Livesay  Chief Supply Chain Officer
Susan Pavel  Chief People Officer
Shawn Harrs  Chief Information Officer

B. Capital Structure

27. As of the Petition Date, the Debtors are party to two prepetition credit agreements
with outstanding prepetition funded debt obligations in the amount of approximately $294 million

in the aggregate:

Approximate
Principal
Facility Outstanding
Prepetition Term Loan $264,720,000
Outstanding Letters of Credit (ABL Facility) $29,276,399
Total $293,996,399

i. Prepetition Term Loan Credit Facility
28.  On January 22, 2021, Debtor Red Lobster Management LLC (“Management”),

Fortress Credit Corp., as administrative agent (the “Prepetition Term Loan Agent”), certain other

lenders thereto (the “Prepetition Term Loan Lenders”), each of the other co-Debtors (other than

Red Lobster International Holdings LLC (“International”)), and non-Debtor Red Lobster
Intermediate Holdings LLC (“Holdings™),? entered into that certain Financing Agreement (as

amended or otherwise modified from time to time, the “Prepetition Term Loan Credit

2 Holdings is the direct parent of Management. Holdings does not own any assets other than the membership interests
of Management.

12
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Agreement”). Pursuant to the Prepetition Term Loan Credit Agreement, the Prepetition Term Loan
Lenders extended loans to the Debtors to refinance existing indebtedness and for general working
capital purposes. As of the Petition Date, the Prepetition Term Loan Lenders are owed
approximately $264,720,000. The outstanding obligations under the Prepetition Term Loan Credit
Agreement are secured by substantially all of the Debtors’ assets.
ii. ABL Credit Facility

29. The Debtors also have an asset-based loan facility (the “ABL Facility”) in place
with an aggregate commitment of $100 million, including a $40 million sublimit for letters of
credit. The administrative agent under the ABL Facility is Wells Fargo Bank, National Association
(“Wells Fargo”). As of the Petition Date, no loans are outstanding under the ABL Facility.
However, Wells Fargo has issued letters of credit with an aggregate face amount of $29,276,399,
which remain outstanding. In addition, there are approximately $1,100,000 of outstanding
obligations in connection with a commercial card agreement (or “p-card” agreement) between
Wells Fargo and the Debtors. The outstanding obligations under the ABL Facility are secured by
substantially all of the Debtors assets, including certain cash collateral accounts held by Wells
Fargo.

30.  Pursuant to an intercreditor agreement between Wells Fargo and the Prepetition
Term Loan Agent, Wells Fargo has a senior lien on certain current assets (e.g., cash, cash accounts,
inventory and credit card receivables) and the Prepetition Term Loan Agent has a senior lien on
all other assets of the Debtors.

Part 111
Financial and Operational Challenges Leading to the Chapter 11 Cases

31.  Recently, the Debtors have faced a number of financial and operational challenges,

including a difficult macroeconomic environment, a bloated and underperforming restaurant

13
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footprint, failed or ill-advised strategic initiatives, and increased competition within the restaurant
industry.

32. I was initially retained on January 11, 2024, as part of a team from A&M in which
I served as CRO and A&M served as financial advisor to the Company. We were initially tasked
with performing a wholesale assessment of the Company and providing an operational
improvement plan that the Company’s senior leadership would implement with A&M’s assistance
and with the support of the Prepetition Lenders. The key observations from our financial and

operational assessment are summarized below.

A. Flagging Performance

33. It was immediately clear that Red Lobster’s performance was deteriorating and had
been doing so for several years. For example, Red Lobster’s annual guest count has declined by
approximately 30% since 2019 and has only marginally improved from pandemic levels seen
during 2020 and 2021. Although Red Lobster’s net sales increased by approximately 25% from
2021 to 2023 (which itself represents modest recoveries following the COVID-19 pandemic), net
sales have begun to show material decline during the last twelve months. Similarly, the Company’s
consolidated adjusted EBITDA over the last twelve months fell by more than 60%, which all but
erased any ground Red Lobster recovered following the pandemic. The latest symptom of this
decline is Red Lobster’s $76 million net loss during fiscal year 2023.

34. This has resulted in a significant decrease in the Debtors’ cash position. In May
2023, the Debtors held approximately $100 million in cash. However, from June 2023 to
September 2023, the Company experienced operating cash losses of approximately $31 million.
Over this same period, the Company transitioned to a vendor-managed inventory program, which
resulted in a corresponding decline in its borrowing base under the ABL Facility. As a result, Red

Lobster was forced to pay down $27 million in debt owed under the ABL Facility. Finally, across

14



Case 6:24-bk-02486-GER Doc 6 Filed 05/19/24 Page 15 of 124

fiscal year 2023, Red Lobster was required to make $32 million of interest payments. Over the
course of approximately six months, the Debtors’ cash position declined from $100 million to less
than $30 million.

35.  Due the Company’s rapid loss of liquidity over this period, the Company was
forced to quickly institute holds on vendor payments to maintain cash. When the Company began
to hold vendor payments in 2023, it expected that the issue would resolve by December 2023,
when the Company typically generates a significant amount of cash. However, by the end of 2023
it became clear that the Company’s liquidity crisis would not be cured by the seasonal bump in
revenue.

B. Operational Challenges

i Inflationary Pressure

36.  Red Lobster has been weighed down in recent years by macroeconomic factors that
have negatively impacted the Company. Casual dining restaurants are acutely impacted by
consumer sensitivities to eating out versus staying in. And because of inflationary pressures,
restaurant menu prices across the industry have risen significantly faster than grocery and other
consumer prices. Typically, when labor inflation runs ahead of commodity inflation, restaurant
prices tend to outpace grocery pricing. As a result, consumers are less inclined to eat out.

37. In addition to inflationary costs imposed on the labor force, 50% of states have
increased minimum hourly wages in 2024. Restaurant average hourly wages have outpaced the
restaurant industry’s ability to increase prices, putting pressure on margins.

il Unfavorable Leases & Underperforming Locations

38. A material portion of the Company’s leases are priced above market rates. The

Company currently leases 687 locations (247 in Master Leases and 440 individual property leases).

In 2023, the Company spent approximately $190.5 million in lease obligations, over $64,000,000

15
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of which relate to underperforming stores. Given the Company’s operational headwinds and
financial position, payment of lease obligations associated with non-performing leases has caused
significant strains on the Company’s liquidity.
iii. Marketing and Operational Missteps

39. Certain operational decisions by former management have harmed the Debtors’
financial situation in recent years. Historically, the Debtors’ Ultimate Endless Shrimp (“UES”)
promotion was utilized as a limited-time promotion. In May 2023, however, Paul Kenny, the
Debtors’ former CEO,? made the decision to add UES as a permanent $20 item to the menu despite
significant pushback from other members of the Company’s management team. This decision
created both operational and financial issues for the Debtors, costing the Debtors $11 million and
saddling the Company with burdensome supply obligations, particularly with its equity sponsor,
Thai Union. The Debtors are currently investigating the circumstances around these decisions.

40. The Debtors are also investigating whether Thai Union and Mr. Kenny encouraged
excessive merchandising of the UES promotion in-store (including heavy in-store promotion),
which was atypical for the Company. The excessive merchandising decision led to supply issues
resulting in major shortages of shrimp with restaurants often going days or weeks without certain
types of shrimp. Moreover, the Debtors are investigating whether Mr. Kenny’s decision-making
process circumvented the Company’s normal supply chain and demand planning processes.

41.  Furthermore, I understand Red Lobster’s supply process was strained by virtue of
its relationship with Thai Union, which, in addition to being the Company’s equity sponsor and

100% owner of Red Lobster Master Holdings GP, has historically been a large-scale supplier to

3 At the direction of Thai Union, Mr. Kenny became acting interim CEQ following the resignation of the previous
permanent CEO in April 2022.

16
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Red Lobster. I understand that Thai Union exercised an outsized influence on the Company’s
shrimp purchasing, as indicated by, for example, Mr. Kenny’s April 2023 purported direction to
Thai Union to continue producing shrimp for Red Lobster that did not flow through the traditional
supply process or bid cycle or adhere to the Company’s demand projections. I also understand that
in apparent coordination with Thai Union and under the guise of a “quality review,” Mr. Kenny
made a series of decisions that eliminated two of the Company’s breaded shrimp suppliers, leaving
Thai Union with an exclusive deal that led to higher costs to Red Lobster.

42.  The Debtors are exploring the impact of the control Thai Union exerted, in concert
with Mr. Kenny and other Thai Union-affiliated entities and individuals, and whether actions taken
in light of these parties’ varying interests were appropriate and consistent with applicable duties
and obligations to Red Lobster.

Part IV
Prepetition Turnaround Efforts and The Chapter 11 Cases

A. Attempt to Restructure OQut of Court

43. In December 2023, after the occurrence of events of default, the Prepetition Term
Loan Agent exercised equity proxy rights granted to it by Holdings in connection with the
Prepetition Term Loan Agreement and related loan documents. This gave the Prepetition Term
Loan Agent the contractual ability to replace the Debtors’ existing directors (or managers, in the
case of limited liability companies). At that time, the Prepetition Term Loan Agent removed all
existing managers and directors of the Debtors and replaced them with Lawrence Hirsh, an
independent director with more than thirty years of restructuring expertise.

44.  Following the appointment of Mr. Hirsh, the Debtors and the Prepetition Term
Loan Lenders were engaged in discussions aimed at effectuating an out-of-court restructuring of

the Debtors’ capital structure. Thai Union and the Debtors (who, at that time, were advised by

17
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different professionals) engaged in negotiations with the Prepetition Term Loan Lenders to create
a new equity structure in which the Prepetition Term Loan Lenders would acquire approximately
80% of the restructured company, with Thai Union retaining a minority equity interest. These
negotiations were ultimately unsuccessful.

45. Around the same time, the Debtors’ chief executive officer, Horace Dawson,
decided to retire after more than 30 years of service to the restaurant industry, 20 of which were
spent in various roles within Red Lobster. The Board then asked me to assume the role of CEO to
implement the operational turnaround strategy described above, and my colleague Nicholas
Haughey became CRO.

46. To date, the Company has been unable to obtain additional capital from Thai Union.
In February 2024, the Prepetition Term Loan Lenders made incremental loans of $20 million to
the Company for working capital purposes, but without financial support from Thai Union, the
Prepetition Term Loan Lenders were not willing to make any further loans to the Company on an
out-of-court basis. With no meaningful ability to raise fresh capital, it became evident that the
Company needed to consider a chapter 11 process. As a result, the Debtors determined that a
comprehensive operational restructuring and value maximizing sale inside of a chapter 11 process
would likely be the best possible alternative under the circumstances.

B. Operational Initiatives

47.  With the help of my A&M team, in February 2024 I developed a three-prong
strategic priority plan designed to improve the Company’s operations. In the months leading up to
the Petition Date, the Company’s management team has been working hard to put this strategic
plan into action.

48.  First and foremost, ensuring that Red Lobster is a great place to work remains a

central focus of the Company’s management. As part of this goal, the Company continues to work

18
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