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Today’s Agenda

» Discuss chain performance
» Cover winning chain formula

» Present consumer viewpoints on restaurant pricing
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Chain Situation
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Leading Chains Drove 2007 Restaurant

Growth
2007 Restaurant Industry =
$364B
Chains
#101-500

$31B
8%

All Other
$140B
39%

Source: 2008 Technomic Top 500 Report

2007 vs. 2006
Sales Growth

5.0% 5.0%

3.9%

Industry Top 100 Top 500 All Other
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Segment Growth Down Significantly

Total Segment Sales Growth vs. Previous Year

5.9% 6.1% ¢ g 6.0%
0) . 0
5.6% 5 30
2.9%
2005 2006 2007 2005 2006 2007 2005 2006 2007
Total Restaurants LSR FSR
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Unit Growth Down

Total Unit Growth vs. Previous Year

2.9%
5 0% 2.3%
1.0% 1.0%
-0.4% - 0.1%
[ [ [ [ [
2005 2006 2007 2005 2006 2007 2005 2006 2007
Total Restaurants LSR FSR
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Beverage Chains Lead LSR Growth

Top 500 LSR Category Sales Growth

2006 2007

Beverage 21%  20%

Bakery Café 13 13

Sandwich 9 6
Mexican
Chicken

Hamburger

2006
Snack
Pizza
Frozen Desserts
Family Steak

Cafeteria/Buffet

2007

Source: 2008 Technomic Top 500 Report
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Most Top 500 FSR Segment Growth Slips

Top 500 FSR Category Sales Growth

2006 2007

Asian 10% 14% Seafood

Varied Menu 5 Family Style

ltalian Mexican

Steak
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Top 5 Fastest Growing Limited Service

Chains*

(VMY JORy,

o

©
CARIBSY & CRFFEE.

’07 Sales
(SMM)

‘07 Growth

*Sales $> 200MM

Source: 2008 Technomic Top 500 Report
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Top 5 Fastest Growing Full Service

Chains*

’07 Sales
(SMM)

ONEFIsy
SONEFISy
GRILL™

BUFFALO WILD WINGI
* GRIL ABAR ¥

‘07 Growth

*Sales $>200MM
Source: 2008 Technomic Top 500 Report
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Second 250 Chain Sales Range from $33 to

$94MM

2007 Annual
Rank  Sales ($MM)

Chain

1 $28,750
100 341
101 335
250 95
251 94
500 33

Source: Technomic

M 1.,

P'm lovin' it To p

7.;.““ ~ 100

Second
250

Top
250

Top 500
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Second 250 Represents Small Portion of the
Market

Small Chains/ $140B
Independents 38%

Second 250 g $14B 4%

#101-250

Sales ($B) Units (000)
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Second 250 Growing Faster than Top 250

2005-2007 CAGR

10.0%

6.5%

6.0% 6.0%

Top 250 Second 250 Top 250 Second 250
LSR

FSR
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Anatomy of Winning Chains
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Picking the Winners:
Formula for Successful Chains

Winning Consistency Resonating

Points of
Difference

Value on the
Proposition Basics
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Consistency on the Basics

Service: Food.:
Delivery of Fundamentals Most Critical Aspect

Prompt acknowledgement, Expected flavor/taste
greeting

Consistency

Product/concept knowledge _

Appropriate temperature
Fast order fulfillment _

NoO surprises

Proper attention

Unit Appearance:
Experience Complement

» Neatnhess, cleanliness

» Subtle indications of appropriate
behavior

16
TECHNOMIC



Resonating Points of Difference

Lifestyle Integration: Hospitality:
Consumer Alignment Basics “Plus”

High-low pricing strategy
Takeout compatibility
Time awareness

» Inclusivity

» Concept approachability

Special occasion » Empathy

appropriateness

Absolute price point
awareness

Menu Desirability:
Support Quality of Life

» Craveabiilty » Visual appeal
» Uniqueness » Portion size

» Authenticity » Menu diversity
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Resonating Points of Difference

Atmosphere: Concept Essence:
Relevant Energy Concept Meaning

Decor Visible core values
Music Communicating a message

_ _ that matters
Customer interactions Community focus

Staff interactions Mea_l p_lus_
Socialization

Balanced guest appeal
“Something for nothing”

Manager Presence:
Impactful Leadership

» Impact customers and employees
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Fastest Growing LSR Chains in Second 250

Segment

2007 Sales

(SMM)

2007
Units

1-Year
Growth

SHANE;?&% Specialty
S“&MS Mexican

= Fresh Cantina

Mexican

Chicken

Pizza

flre-Rogmted Gosrmes Flzza”

$55

64

66

76

49

77

81

61

36

75

134%

57

60

14

45

140%

100

51

51

47

Source: Technomic
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Fastest Growing FSR Chains in Second 250

2007 Sales 2007 1-Year
Chain Segment (SMM) Units Growth
$42 V4 35% 115%
= PAPPAS= BBQ 47 20 V4 52
Ban B
FCS Mexican 65 32 35 52
Cantiny LAREDO,
Kona GriLL® Varied Menu 72 18 14 42
|
HUHOT |
MONGOLIAN GRILL Aslan 38 25 32 41
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The Consumer Mindset
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Most Consumers Don’t Blame Restaurants
for Increasing Menu Prices

What are the main reasons you think prices at restaurants
are increasing?
(Select all that apply)

82%

74%

62%

49%
31%
. 3

Increasing Increasing  Overall State Inflation  Rising Wages Restaurants
Cost of Cost of of the Want to Make
Gasoline Ingredients Economy More Money
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FSRs a Major Recipient of Current
Conditions, but LSRs Not Immune

Over the past year, have you cut back in any areas?
(Select all that apply)

66%

61% £9% _—

33%

Retail Shopping Travel Entertainment Full Service Limited Service
Restaurants Restaurants

23

Source: Technomic Consumer Pricing Survey June 2008 TECHNOMIC



As Check Averages Increase, Consumers
More Likely to Cut Back

Which types of Full Service Restaurants have you cut back on?
(Select all that apply)

76%

71% 70%

57%

Family Style Casual Dining Upscale Casual Fine Dining
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Reduced Visit Frequency the Preferred
Method of Saving Money at FSRs

How have you cut back on Full Service Restaurants?
(Select all that apply)

91%

38%

I 32% 32%
Fewer Visits to Save Going Instead to Less ~ Going Instead to More Purchasing Less
Money Expensive FSRs QSRs Expensive Food at FSRs
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Many Traditional QSRs Currently Offer a
More Compelling Value Proposition

Which types of Limited Service Restaurants have
you cut back on specifically?
(Select all that apply)

85%
Traditional QSR strategies 68% 67%

appealing to consumers:

» High-Low Pricing Strategies
» Quality Premium Products

» Combo Meals

» Attractive Price Points

Quick Service Fast Casual Beverage
Restaurants Restaurants
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Consumers Find That Fewer Visits are the
Best Method for Saving Money at LSRs

How have you cut back on Limited Service Restaurants?
(Select all that apply)

90%

46%
40%
I ]
: : I : L
Fewer Visits to Save Purchasing Less Visiting Closer Purchasing a Lessor
Money Expensive Food Restaurants to Save Amount of Food

Gas
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Improved Economic Conditions Slightly
More Beneficial to FSR Concepts

Agreement with statement if economic conditions greatly improve
over the next year:

“I will eat out at restaurants more frequently
than | do today.”
(Top 2 Box)
14% 14% 14%

13%

Quick Beverage Fast Family Casual Upscale Fine Dining
Service Casual Style Dining Casual
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FSR Concepts also Stand to Suffer More If
Conditions Continue to Deteriorate

Agreement with statement if economic conditions drastically worsen
over the next year:
“Eat out at restaurants less frequently than | do today.”
(Top 2 Box)

61% 61%

55% 55% 55%
52%

46%

Quick Beverage Fast Casual Family Style Casual Upscale  Fine Dining

Service Dining Casual -

Source: Technomic Consumer Pricing Survey June 2008 TECHNOMIC



Declining Economic Conditions Create
Greater Demand for Takeout

Consumers indicating Top 2 Box agreement
with the following statements
(6 Box Rating System)

16%

11%

Economic Conditions Greatly Improve: Economic Conditions Drastically
Order Takeout More Frequently Worsen: Order Takeout More Frequently
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Don’t Discount Retail Meal Solution
Options!

Consumers indicating Top 2 Box agreement
with the following statements:
(6 Box Rating System)

58%

39%

Economic Conditions Greatly Improve: Economic Conditions Drastically
Buy Groceries More Frequently Worsen: Buy Groceries More Frequently
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Influencing Consumer Price Sensitivity:
Daypart

Resonating Value Equation components can have an

|l mpact on consumer soO price s

» Restaurant cleanliness
» Atmosphere/ambiance
» Service and Hospitality elements
» Menu item characteristics
AUnique
ACraveable
ADifferentiating
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Breakfast

Which would influence your decision to spend more
at a restaurant for Breakfast?
(Select all that apply)

43% 43%

Bread Baked Restaurant Good Friendly Staff  Healthier Regional Ethnic
Fresh Daily in Exceptionally Atmosphere Breakfast Flavor Inspired
Restaurant Clean and ltems Influences Ingredients
Ambiance
33
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Lunch

Which would influence your decision to spend more
at a restaurant for Lunch?
(Select all that apply)

41%

40%

33% 33%

32%

9% 9%

8%

Restaurant  Bread Baked Good Use of Friendly Staff Premium Premium Availability of
Exceptionally Fresh Daily in  Atmosphere Premium Juices and Brewed Alcoholic
Clean Restaurant and Ambiance Meats Soft Drinks Coffee Beverages
34
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Dinner

Which would influence your decision to spend more

at a restaurant for Dinner?
(Select all that apply)

45%
44%

40%

40%

Restaurant Good Atmosphere Use of Premium
Exceptionally Clean and Ambiance Meats

Source: Technomic Consumer Pricing Survey June 2008

Friendly Staff
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Influencing Consumer Price Sensitivity:
Product Characteristics

» Premium

» Portion Size

» Perception of Fresh

» "Somet hing for Nothingbo
» Uni queness/ Craveabil i ty/n
» Sel ect use of taglines |1

AOften concept-specific based on targeted
customers

36
TECHNOMIC



“Premium,” “Portion,” and “Fresh”
Resonate Strongly with Customers

Which would influence your decision for
a higher quality sandwich?
(Select all that apply)

69%

10% 10%

Use of Larger Use of Use of Use of Use of Use of All- Use of All- Use of
Premium Portions Fresh Premium Premium Organic Natural Natural Organic
Meats Baked Cheese Bread Meat Bread Toppings Toppings
Bread
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“Premium” and “Something for Nothing”
Resonate; “Unique” has Potential

Which would influence your decision for
a higher quality salad?
(Select no more than 5)

57%

More Larger Addition of Use of Use of Addition of New/Unique
Protein in Portions Side of Premium Premium Side of Fruit Dressing
Salad Bread Cheeses Vegetables Options
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“Premium” and “Something for Nothing”
Influence Decision; Use Organic Carefully

Which would influence your decision for
a higher quality pizza?
(Select no more than 5)
46%

44%

42%

Use of Larger More Protein Organic Organic Meat Organic
Premium Portions Vegetables Toppings Dough
Cheeses
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Implications

1. Menu price increase opportunities do exist

Most consumers don’t hold operators responsible for
reasonable menu price increases

All menu price elasticities are not created equal

The degree to which consumers cannot personally duplicate/
substitute an item will impact menu price elasticity

5. Non-food Value Equation components can also increase
menu price elasticity
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