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A look back at the year’s
trials and triumphs
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NATION'S BESTALURANT MNEWS

Deals abound in restaurant industry despite credit crunch

While the tightened oredit markets slowed
deal making in many industries during
the later half of 2007, the restaurant sec-
tor continued to close deals both large and
small largely unabated. The final months
of the year — which saw the closures of
IHOMz acquisition of Applebes's, Darden's
purchase of Rare Hespitality and even the
long-awaited sale of Dunkin® Brands®
Topo's chain — eapped off another frenet-
ic vear of buying and selling,

The credit erumeh did cause some road-
blocks, as a handful of restaurant deals
were delayed until more faverable terms
could be arranged. At press time, a deal
for WENDY'S — expected to be a multibil-
lion-dellar one — was still up in the air,
with just one confirmed offer from activist
investor Nelson Peltz, who also runs
Arby's parent company, Triare Cos. Inc.

The largest deal of the vear, however, the
£3.2 hillion private-equity sponsored and
management-led buyout of Outhack
Steakhouse parent 051 RESTAURANT
PARTNERS INC., went off without a hitch in
June. Under the new ownership of Bain
Capital Partners LLC, Catterton Manage-
ment Co, LLC and the company’s frunders,
051 has been focusing on a furnaround of
its flagehip concept, the 353-unit Outhack
chain, Tt also has been working on deals to
gell the eompany’s developing brands,

which include Carrabba’s Italian Grill,
Flemings Prime Steakhouse & Wine Bar,
Bomefish Grill, Cheeseburger in Paradise,
Lee Roy Selmon's, Rov's and Blue Corzl
Seafood & Spirits. In October OS5I agresd
to sell an &0-percent staks in Lee Roy
Selmon's, and in November the company's
chairman, Chris Sullivan, confirmed that
(8] was shopping around Rove, the 34-unit
casual chain named after famed Hawaiian
chef Roy Yameagochi,

While deals continued ta boil over in
2007, what was miszing this vear were
bloekbuster initial public dfermgs from
heavyweights like CHIPOTLE, BURGER KING
and TIM HORTONS, all of which went public
in 2006. This year, just one restaurant eom-
pany held an initial offering on either of
the major stock exchanges: Finstein Noah
Resteurant Groop Ine., which is parent to
three bagel chains and parnered about
£53.7 million in an [PO in June. Einstain
Noah 15 the former New World Restaurant
Group Ine., which had traded on the pink
sheets prior to its Masdag offering.

In the merger-and-acquizition playing
fiald, 2007 also marked a slizht departure
from years esrlier, as private-equity firms
did not capture the biggest headlines.
While the Outback deal trumped all in
terms of dollars, it was IHOP'S §1.9 billion
cash buyout of APPLEBEE'S and DARDEN'S

NOTABLE MENU ADDITIONS

INNOVATIVE

$1.4 billion eash buyout of RARE HOSPI-
TAUTY that caught the industry'’s atten-
tion. Both buvers financed their purchas-
&3 through debt and now rival each other
as the largest full-service reztanrant com-
panies. Through Darden’s chains, which
include, among others, Red Lobater, Cive
Garden, snd now LongHorn Steakhouse
and The Capital Grille, syetemwide sales
should total about $8.6 billion, Under
[HOF's umbrella, systemwide sales from
the company’s two chaing, the namesake
pancake house and casual-dining gant
Appleber's, should total about $6.5 billion,

(rther strategic purchasers in fiscal
2007 include STAR BUFFET INC., which
nperates about 50 franchised buffet-style
and steakhouse restaurants snd made no
lozs than zix transactions this year, anatch-
ing up restaurants operating under the
HOMETOWN BUFFET and WESTERN SIZZLIN
brands. The parent to the Fox & Hound
Restaurant Group, F&H ACQUISITION
CORR, purchased the CHAMPPS casnal-
dining chain for about 875 million in July
Restaurants Unlimited, an upscals casosal
operator with more than five brands,
acquired anether upseale-casual restau-
rant group, Pacific Coast Restaurants Ine.

In the same vein, the PATINA RES-
TAURANT GROUP LLC, an operator of about
65 upacale concepts, partnered with pri-

THE BACONATOR — two quarter-pound hamburger patties, two

BAIA CHICKEN SUB, with bacon, smoky Baja sauce, mild chipo-
tle mayonnaise, Cheddar and fresh cilantm, which is sslling for
$4.49 for a small,
£5.99 for a regular and
$8.29 for & large in
Princeton, N.L, from
Damver-based Quiznos,

CASTILIAN FIG SALAD,
featuring Black Mission
figs, spinach, blue
cheese, prosciutto, bal-

Quiznes’ Baja Chicken Sub

samic and honey-mus-
tard dressing. The sug-
gested salling price for the limited-time offar was $8.99 at
Saladworks, based in Conshohocken, Pa,

McSKILLET BURRITD, $2.45, from McDonald's, based in Oak
Brook, 1l

CHICKEN MANGO SALAD with tropical mango salsa, lime vinai-
grette and crispy todtilla bowl, limited time offer, was $6.29 in
Milwaukee, from Qoba Mexican Grill, based in Wheat Ridge, Colo.

OUTRAGEOUS

Buca di Beppo's PIZZA ANGELD, a thin-crust pirza topped with
Romano sauce, morzarella, sliced chicken breast, roasted com,
mushrooms, thyme and house-made potato crizps, priced in
Philadelphia at $19.99 for a large. The casual-dining concept i
based in Minneapolis.

slicas of Amencan cheese, six shces of bacon, cheese sauce and
mayannaise from Wendy's, basad in Dulslin, Ohio, selling for $5.19
in Mew York City.

CHOCOLATE OVERLDAD
CAKE, sugdested price 51.69,
from Jack in the Box, based in
3an Diego,

HEALTHFUL

TOASTED FENNEL AND TAN-
DOORI CHICKEN SALAD
with kow-fat pomegranate
dressing, CUCUMDES, carmots,
mixed greans, and a warm fiat
bread, approximately 57, depending on the market, from Cosi,
based in Deeriesd, (1L

HONEY MUSTARD SNACK WRAP, 5129, from McDonald's.

Bon Appetit Management Co., based in Palo Alto, Calif., intro-
duced the "HEALTHY COOKING INITIATIVE™ consisting of smaflar
portions of low-fat, low-cakorie and wans-fat free food.

NOTAELE MENU REVAMPS

@ Regional Chinese menus such as Flavors of Yunnan, from
RE CHANG'S, based in Scottsdale, Ariz.

& 0'CHARLEY'S, based in Mashville, Tenn., introduged many
new items including these on the *Flavor Road™ menu.

@ Seasonal menus, from MIMI'S CAFE, based in Tustin, Calif.

This year privale-equity firm Sun Capital
Partners Inc. added Boston Market and
other restaurant concepts to its portfolio.

vate-equity firm BUNKER HILL CAPITAL LP
to gequire THE SMITH & WOLLENSKY
RESTAURANT GROUP INC., the upﬁl:aie-
steakhouse operator, for about $80 mil-
lion. That deal included a bidding war
with another snitor, Landry's Restaurants
Inc., which had wanted to acquire a high-
end concept afier shedding its casnal-din-
ing Joe's Crab Shack in late 2006,

Still, private-equity buyers were hard-
Iy absent in 2007, SUN CAPITAL PARTNERS
INC., a private-equity firm based in Boca
Raton, Fla., thet has about $10 billion
under management, went on & shopping
spree this year, acquiring the FRIENDLY'S,
BOSTON MARKET and SMOKEY BONES
BARBEQUE & GRILL chaing, to name just
the largest purchases, Those investments
filled owt 2 rastaurant portfolio that
already includzd the Bruegger's, Fazoli's,
El Torito and Souper Salad brands, again,
to name & few. Sun Capital’s 2007 deal-
ingz were estimated to total well over
$600 million. In December, the eompany
aaid its 2,200 restawrant locations record-
od systemwide zales of $3.4 billion.

ROARK CAPITAL GROUP, another large
restaurant investor that owns the fran-
chizar Foeus Brands Ine., made an addi-
tional purchaze in 2007, grabbing in
August MOE'S SOUTHWEST GRILL, a fast-
rasual chain that will join such brands as
Carvel Tee Cream, Cinnahon, Seattle’s
Beat and Schlstzaky's in Foeus" portfolin,
An affiliate of TRIMARAN CAPITAL
PARTMERS bought BUGABOO CREEK STEAK
HOUSE from Rare Hospitality for about
340 million. New to the restaurant sector,
REDZONE CAPTAL GROUP LLC — the ]:I:rj-
vate-equity firm founded by Daniel M.
Snvder and Dwight C. Schar, owners of the
Washington Redskins NFL franchise —
purchased JOHNNY ROCKETS in early 2007.
While the terms were not disclosed, some
analysts calculated that the value of the
well-known burrger, fries and milk shake
brand was more than $500 million.

In a sign of activity to come, DEL
FRISCO'S RESTAURANT GROUP INC., a
newly formed company that rons the
upseals Del Frisen's Double Eagle Steak
Honse and Sullivan's Steakhouse, filed in
October for a planned $100 million initial
public offering. LONE STAR FUNDS, the pri-
vate-equity owner of the two brands that
formerly operated wnder Lone Star
Steakhouse & Saloon Inc., purchased the
steakhouse company in December 2006,
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