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PART I
Item 1. Business.

General. Perkins & Marie Callender’s Inc. (formerly known as The Restaurant Company (“TRC”), together with its consolidated
subsidiaries, the “Company”, “we”, “our”), is a wholly-owned subsidiary of Perkins & Marie Callender’s Holding Inc. (“PMCH?”),
formerly The Restaurant Holding Corporation. The Company is the sole stockholder of Perkins & Marie Callender’s Realty LLC
(“PMCR”), formerly TRC Realty LLC, Perkins & Marie Callender’s of Minnesota, Inc. (“PMCM?”), formerly The Restaurant

Company of Minnesota, Perkins Finance Corp. and Wilshire Restaurant Group, LLC (“WRG”).

WRG, a Delaware limited liability company, owns 100% of the outstanding common stock of Marie Callender Pie Shops, Inc.
(“MCPSI”), a California corporation. MCPSI owns and operates restaurants and has granted franchises under the name Marie
Callender’s and Marie Callender’s Grill. MCPSI also owns 100% of the outstanding common stock of M.C. Wholesalers, Inc., a
California corporation. M.C. Wholesalers, Inc. operates a commissary that produces bakery goods. MCPSI also owns 100% of the
outstanding common stock of FIV Corp., a Delaware corporation. FIV Corp. owns and operates one restaurant under the name East
Side Mario’s.

Formation and History of Perkins & Marie Callender’s Inc. On November 12, 1999, Castle Harlan Partners IlI, L.P. (“CHP 111™),
a New York-based private equity fund managed by Castle Harlan, Inc. (“Castle Harlan™), acquired WRG, a privately held company,
through the purchase of a majority interest in the equity interests of WRG.

On September 21, 2005, Perkins & Marie Callender’s Holding Corp. (“P&MC Holding Corp.”), formerly known as TRC Holding
Corp. an affiliate of Castle Harlan Partners IV, L.P. (“CHP 1V”), a New York-based private equity fund also managed by Castle
Harlan, purchased all of the outstanding capital stock of the parent company of The Restaurant Company (“Perkins™) (the
“Acquisition”). Since the closing of the acquisition, the capital stock has been 100% owned by P&MC Holding Corp., whose capital
stock is 100% owned by Perkins & Marie Callender’s Holding LLC (“P&MC Holding LLC”). CHP IIl and CHP IV are under the
common control of Castle Harlan.

On May 3, 2006, WRG and Perkins, under the common control of Castle Harlan, were combined (the “Combination”). Pursuant to a
stock purchase agreement (the “Stock Purchase Agreement”), the Company purchased all of the outstanding stock of WRG, and the
shareholders of WRG received equity interests in P&MC Holding LLC in exchange for their WRG stock. From September 21, 2005
through May 3, 2006, both Perkins and WRG were portfolio companies under the common control of Castle Harlan; therefore, the
financial statements of both entities are presented retroactively on a consolidated basis, in a manner similar to a pooling of interest,
from September 21, 2005, the first date at which both companies were under common control. This transaction is described more fully
in Note 4 to the consolidated financial statements, “Combination of Companies Under Common Control.”

The financial statements of the Company previously reported for periods prior to September 21, 2005 have been restated in
accordance with this change in reporting entity.

Financial Statement Presentation. The accompanying consolidated financial statements include the financial results of WRG for
fiscal years 2006, 2005 and 2004 combined with the financial results of Perkins for the period September 21, 2005 (date of common
control) through December 25, 2005 in fiscal year 2005 and the financial results of Perkins for all of fiscal year 2006. Intercompany
transactions have been eliminated in consolidation.

Additional information may be found on our websites, www.perkinsrestaurants.com and www.mcpies.com. We make available on our
websites our Annual Report on Form 10-K, our quarterly reports on Form 10-Q, current reports on Form 8-K and all exhibits to those
reports free of charge as soon as reasonably practicable after they are electronically filed or furnished to the Securities and Exchange
Commission. Our internet websites and the information contained therein or connected thereto are not intended to be incorporated into
this Annual Report on Form 10-K.

Operations. The Company operates two restaurant concepts: (1) full-service family dining restaurants located primarily in the
Midwest, Florida and Pennsylvania under the name Perkins Restaurant and

Bakery (“Perkins”), which were historically owned by Perkins and (2) mid-priced, casual-dining restaurants, specializing in the sale of
pie and other bakery items, located primarily in the western United States under the name Marie Callender’s Restaurant and Bakery
(“Marie Callender’s™), which were historically owned by WRG.



Perkins, founded in 1958, has continued to adapt its menu, product offerings and building décor to meet changing consumer
preferences. The Perkins concept is designed to serve a variety of demographically and geographically diverse customers for a wide
range of dining occasions that are appropriate for the entire family. As of December 31, 2006, the Company offered a full menu of
over 90 assorted breakfast, lunch, dinner, snack and dessert items ranging in price from $2.99 to $12.99, with an average guest check
of $7.86 for our Company-operated restaurants, which excludes franchised restaurants. Perkins’ signature menu items include our
omelettes, secret-recipe real buttermilk pancakes, Mammoth Muffins, Tremendous Twelve platter, salads, melt sandwiches and
Butterball turkey entrees. Breakfast items, which are available throughout the day, account for approximately half of the entrees sold
in our restaurants.

Perkins is a leading operator and franchisor of full-service family dining restaurants. As of December 31, 2006, Perkins operated 155
full-service restaurants, and franchised 322 full-service restaurants to 111 franchisees in 33 states and in 5 Canadian provinces. For the
year ended December 31, 2006, over 89% of our Company-operated restaurants produced positive store-level cash flow and our
Company-operated restaurants’ footprint extends over 13 states, with a significant number of restaurants in Minnesota and Florida.
Our existing restaurants generated average annual revenues of $1,944,000 over the year ended December 31, 2006.

Perkins’ franchised restaurants operate pursuant to license agreements generally having an initial term of 20 years, and pursuant to
which a royalty fee (4% of gross sales) and an advertising contribution (3% of gross sales) are paid. Franchisees pay a non-refundable
one-time license fee of $40,000 for each of their first two restaurants. Franchisees opening their third and subsequent restaurants pay a
one-time license fee of between $25,000 and $50,000 depending on the level of assistance provided by us in opening the restaurant.
Typically, franchisees may terminate license agreements upon a minimum of 12 months prior notice and upon payment of specified
liquidated damages. Franchisees do not typically have express renewal rights. In 2006, average annual royalties earned per franchised
restaurant were approximately $66,000. The following number of Perkins license agreements are scheduled to expire in the years
indicated: 2007 — eight; 2008 — ten; 2009 — twelve; 2010 — eighteen; 2011 — thirteen. Upon the expiration of license agreements,
franchisees typically apply for and receive new license agreements and pay a license agreement renewal fee of $5,000 to $7,500
depending on the length of the renewal term.

Marie Callender’s, founded in 1948, has one of the longest operating histories within the full-service dining sector, and has cultivated
a brand known for quality food served in a warm, pleasant atmosphere, and premium pies baked fresh daily. As of December 31,
2006, Marie Callender’s offered a full menu of over 70 items ranging in price from $5.99 to $17.99. Marie Callender’s signature menu
items include pot pies, quiches, full salad bar and Sunday brunch. Day part mix is split evenly between lunch and dinner.

Marie Callender’s are mid-priced, casual dining restaurants specializing in the sale of pies, operating primarily in the western United
States. As of December 31, 2006, Marie Callender’s operated 92 full-service restaurants, and franchised 46 full-service restaurants to
27 franchisees in four states and Mexico. For the year ended December 31, 2006, over 90% of our Company-operated restaurants
produced positive store-level cash flow and our Company-operated restaurants’ footprint extends over 9 states with 62 restaurants in
California. Our existing restaurants generated average annual revenues of $2,369,000 over the year ended December 31, 2006.

As of December 31, 2006, 138 restaurants were operated by MCPSI: 135 restaurants were operated under the Marie Callender’s name,
one under the Marie Callender’s Grill name, one under the Callender’s Grill name and one under the East Side Mario’s name. The
Company owned and operated 79 Marie Callender’s restaurants, one Callender’s Grill and the East Side Mario’s restaurant.
Franchisees owned and operated 45 Marie Callender’s restaurants and one Marie Callender’s Grill. Additionally, the Company
operated 11 Marie Callender’s restaurants under partnership agreements. The Company has less than a 50% ownership interest in two
of the partnership restaurants and a 57% to 95% ownership interest in the remaining 9 locations.

The East Side Mario’s restaurant is a mid-priced Italian restaurant operating in Lakewood, California.

Marie Callender’s franchised restaurants operate pursuant to franchise agreements generally having an initial term of 15 years, and
pursuant to which a royalty fee (5% of gross sales) and an advertising contribution (1% to 2% of gross sales) are paid. Franchisees pay
a non-refundable, one-time initial franchise fee of $25,000. Franchisees also pay a training fee of $35,000 prior to opening a
restaurant. Franchisees typically have the right to renew the franchise agreement for two terms of five years each. In 2006, average
annual royalties earned per franchised restaurant were approximately $105,000. The following number of Marie Callender’s franchise
agreements are scheduled to expire in the years indicated: 2007 — one; 2008 — four; 2009 — none; 2010 — two and 2011 — one.
Upon the expiration of franchise agreements, franchisees typically apply for and receive new franchise agreements and pay a franchise
agreement renewal fee of $2,500.



In addition, we operate a bakery goods manufacturing segment, (“Foxtail””), which manufactures pies, pancake mixes, cookie doughs,
muffin batters and other bakery products for both our in-store bakeries and third-party customers. Sales of products from this segment
to Perkins franchisees, Marie Callender’s franchisees and other third parties constituted approximately 8.5% of our total revenues in
2006, 5.4% in 2005 and 1.9% in 2004.

Design Development. Our Perkins restaurants are primarily located in freestanding buildings seating between 90 and 250 customers.
Our Marie Callender’s restaurants are also primarily located in freestanding buildings seating between 70 and 385 customers. We
employ an on-going system of prototype development, testing and remodeling to maintain operationally efficient, cost-effective and
unique interior and exterior facility design and decor. The current prototype packages feature modern, distinctive interior and exterior
layouts that enhance operating efficiencies and customer appeal.

System Development. In 2006, we opened one new Company-operated Perkins restaurant and acquired three Perkins restaurants from
franchisees. We did not close any Perkins Company-operated restaurants during 2006. In the Perkins franchise segment, our
franchisees opened five new restaurants during 2006 and closed eleven restaurants.

In 2006, we opened one new Company-operated Marie Callender’s restaurant and obtained one Marie Callender’s restaurant from a
franchisee. We closed three Marie Callender’s Company-operated restaurants during 2006. No Company-operated Marie Callender’s
restaurants were opened in 2005 or 2004; however, we did obtain one from a franchisee in 2004. We closed one Company-operated
restaurant in 2005 and closed three in 2004. In the Marie Callender’s franchise segment, our franchisees opened no new restaurants
during 2006, 2005 or 2004 but closed two restaurants in 2004 and four restaurants in 2005.

Research and Development. Each year, we develop and test a wide variety of products for the Perkins brand in our 3,000 square foot
test kitchen in Memphis, Tennessee. New products undergo extensive development and consumer testing to determine acceptance in
the marketplace. While this effort is an integral part of our overall operations, it was not a material expense in 2006 or 2005. We spent
approximately $93,000 and $295,000 conducting consumer research in 2006 and 2005, respectively.

Significant Franchisees. As of December 31, 2006, three Perkins franchisees otherwise unaffiliated with the Company owned 92 of
the 322 franchised restaurants. These three franchisees operated 44, 27 and 21 restaurants, respectively. 38 of these restaurants are
located in Pennsylvania, 27 are located in Ohio and the remaining 27 are located across Wisconsin, Nebraska, Florida, Tennessee,
New Jersey, Minnesota, South Dakota, Kentucky, Maryland, New York, Virginia, North Dakota, South Carolina and Michigan.
During 2006, these three Perkins franchisees provided royalties and license fees of $2,300,000, $1,599,000 and $1,583,000,
respectively.

As of December 31, 2006, three Marie Callender’s franchisees otherwise unaffiliated with the Company owned 14 of the 46
franchised restaurants. These franchisees operated six, four and four restaurants, respectively. Thirteen of these restaurants are located
in California and one is located in Oregon. During 2006, these three Marie Callender’s franchisees provided royalties and license fees
of $668,000, $532,000 and $366,000, respectively.

Significant Licensees. The Company has license agreements with certain parties to distribute and market Marie Callender’s branded
products. The most prominent of these agreements are with ConAgra, Inc., which distributes frozen entrees and dinners to
supermarkets and club stores throughout the United States, and American Pie, LLC, which distributes primarily frozen pies throughout
most of the country. Both agreements are in effect in perpetuity, with the licensor having the right to terminate if specified sales levels
are not achieved (both licensees have achieved the required sales levels), and each licensee having the right to terminate upon a 180
day notice. License income under these two agreements totaled $3,867,000, $3,515,000 and $3,230,000 in 2006, 2005 and 2004,
respectively.

Territorial Rights. The Company has arrangements with several different parties to whom territorial rights were granted in exchange
for specified payments. The Company makes specified payments to those parties based on a percentage of gross sales from certain
Perkins restaurants and for new Perkins restaurants opened within those geographic regions. During 2006 and 2005, we paid an
aggregate of $2,799,000 and $550,000, respectively, under such arrangements. Three such agreements are currently in effect. Of these,
one expires in the year 2075, one expires upon the death of the beneficiary and the remaining agreement remains in effect as long as
we operate Perkins restaurants in certain states.

Source of Materials. Essential supplies and raw materials are available from several sources, and we are not dependent upon any one
source for our supplies or raw materials.



Patents, Trademarks and Other Intellectual Property. We believe that our trademarks and service marks, especially the marks
“Perkins” and “Marie Callender’s,” are of substantial economic importance to our business. These include signs, logos and marks
relating to specific menu offerings in addition to marks relating to the Perkins and Marie Callender’s name. Certain of these marks are
registered in the U.S. Patent and Trademark Office and in Canada. Common law rights are claimed with respect to other menu
offerings and certain promotions and slogans. We have copyrighted architectural drawings for Perkins restaurants and claim copyright
protection for certain manuals, menus, advertising and promotional materials. We do not have any patents.

Competition. Our business and the restaurant industry in general are highly competitive and are often affected by changes in
consumer tastes and eating habits, by local and national economic conditions and by population and traffic patterns. We compete
directly or indirectly with all restaurants, from national and regional chains to local establishments, based on a variety of factors,
which include price, quality, service, menu selection, convenience and location. Some of our competitors are corporations that are
much larger than us and have substantially greater capital resources at their disposal.

Employees. As of December 31, 2006, we employed approximately 15,100 persons. Approximately 500 of these employees were
administrative and manufacturing personnel, approximately 4,900 were employed at Marie Callender’s restaurants and approximately
9,700 were employed at Perkins restaurants. Approximately 65% of the restaurant personnel are part-time employees. We compete in
the job market for qualified restaurant management and operational employees. We maintain ongoing restaurant management training
programs and have on our staff full-time restaurant training managers and a training director. We believe that our restaurant
management compensation and benefits package is competitive within the industry. None of our employees are represented by a
union.

Regulation. We are subject to various federal, state and local laws affecting our business. Restaurants generally are required to
comply with a variety of regulatory provisions relating to zoning of restaurant sites, sanitation, health and safety. No material amounts
have been or are expected to be expensed to comply with environmental protection regulations.

We are subject to a number of state laws regulating franchise operations and sales. Those laws impose registration and disclosure
requirements on franchisors in the offer and sale of franchises and, in certain cases, also apply substantive standards to the relationship
between franchisor and franchisee. We must also adhere to Federal Trade Commission regulations governing disclosures in the sale of
franchises.

Federal and state minimum wage rate laws impact the wage rates of our hourly employees. Future increases in these rates could
materially affect our cost of labor.

Segment Information. We have five primary operating segments: Perkins restaurants, Marie Callender’s restaurants, Perkins
franchise, Marie Callender’s franchise and Foxtail. See Note 17 of Notes to Financial Statements for financial information regarding
each of our segments.

Item la. Risk Factors.

The impact of a decline in general economic conditions or changes in consumer preferences could adversely affect our
restaurant sales growth, cash flow and overall financial results.

Changes in consumer discretionary spending as a result of a decline in general economic conditions could adversely affect our
operating performance and our ability to generate cash flow to fund our operations and service our debt. Economic conditions that
could have such an adverse impact include energy costs (especially gasoline prices), residential mortgage interest rates, residential
prices in general, increases in state and federal minimum wage rates and the general consumer perception of economic conditions of
the country.

We may be adversely affected by changes in consumer tastes, national, regional and local economic conditions, demographic trends
and the impact on consumer eating habits of new information regarding diet, nutrition and health. Our success depends in part on our
ability to anticipate and respond to changing consumer preferences and tastes. If we change our concept and/or menu to respond to
changes in consumer tastes or dining patterns, we may lose customers who do not prefer the new concept and/or menu, and may not
be able to attract a sufficient new customer base to produce the revenue needed to make our restaurants profitable.



We may not be able to compete successfully with other restaurants.

The restaurant industry is intensely competitive with respect to quality of food products, customer service, reputation, restaurant
location, attractiveness and maintenance of properties, name recognition and price of meals and beverages. We consider our principal
competitors to be mid-priced family dining venues and casual dining operations, including other national and regional chains, as well
as locally-owned restaurants. Some of our competitors may be better established in certain of the markets where our restaurants and
franchised restaurants are or may be located. Some of our competitors also have substantially greater financial, marketing and other
resources than we do. We also compete with other restaurants for experienced management personnel and hourly employees, and with
other restaurants and retail establishments for quality restaurant sites. If our restaurants and franchised restaurants are unable to
compete successfully with other restaurants in new and existing markets, our business could be adversely affected, and, as a result, we
may not be able to generate sufficient cash flow to service our debt obligations.

Food-borne illness incidents, claims of food-borne illness and adverse publicity could adversely affect our future operating
performance.

Claims of illness or injury relating to food quality or food handling are common in the food service industry, and a number of these
claims may exist at any given time. We cannot assure that our internal controls and training will be effective in preventing all food-
borne illnesses. Some food-borne illness incidents could be caused by third-party food suppliers and transporters outside of our
control. New illnesses resistant to our current precautions may develop in the future, or diseases with long incubation periods could
arise, such as e-coli, that could give rise to claims or allegations on a retroactive basis. We could be adversely affected by negative
publicity resulting from food quality or handling claims at one or more of our restaurants. Food-borne illnesses spread at restaurants
have generated significant negative publicity at other restaurant chains in the past, which has had a negative impact on their results of
operations. One or more instances of food-borne illness in one of our restaurants could negatively affect our restaurants’ image and
sales. These risks exist even if it were later determined that an illness was wrongly attributed to one of our restaurants.

In addition, the impact of adverse publicity relating to one of our restaurants or franchised restaurants may extend beyond that
restaurant to affect some or all of our other restaurants. We believe that the risk of negative publicity is particularly great with respect
to our franchised restaurants because we have limited ability to control their operations, especially on a real-time basis. A similar risk
may exist with respect to unrelated food service businesses if customers mistakenly associate them with our operations.

We depend upon frequent deliveries of food and other supplies and price increases by our suppliers could harm our business.

Our ability to maintain consistent quality throughout our restaurants and franchised restaurants depends in part upon our ability to
acquire fresh food products and related items from reliable sources in accordance with our specifications. We have contracts for the
distribution of most food and other supplies for our restaurants. If any of these suppliers do not perform adequately or otherwise fail to
distribute products or supplies to our restaurants, we may be unable to replace the suppliers in a short period of time on acceptable
terms. Our inability to replace suppliers in a short period of time on acceptable terms could increase our costs and could cause
shortages at our restaurants of food and other items that may cause us to remove certain items from a restaurant’s menu. If we
temporarily remove popular items from a restaurant’s menu, that restaurant may experience a significant reduction in revenue during
the time affected by the shortage or thereafter, as our customers may change their dining habits as a result.

In addition, we may experience inflation in the prices of certain of our key food ingredients that we purchase. If we were to raise our
prices due to inflation, we could lose customers.

Our expansion plans present risks.

We plan to open additional Company-operated and franchised restaurants. We review additional sites for potential future restaurants
on an ongoing basis. There is a “ramp-up” period of time before we expect a new restaurant to achieve our targeted level of
profitability. This is due to higher operating costs caused by start-up and other temporary inefficiencies associated with opening new
restaurants, such as lack of market familiarity and acceptance when we enter a new market, and training of staff. Furthermore, our
ability, and our franchisees’ ability, to open new restaurants is dependent upon a number of factors, many of which are beyond our and
our franchisees’ control, including, but not limited to, the ability to:

« find quality locations;
< reach acceptable agreements regarding the lease or purchase of locations;

« comply with applicable zoning, land use and environmental regulations;

 raise or have available an adequate amount of money for construction and opening costs;



< timely hire, train and retain the skilled management and other employees necessary to meet staffing needs;
« obtain, for an acceptable cost, required permits and approvals;

 efficiently manage the amount of time and money used to build and open each new restaurant; and

« general economic conditions.

A majority of our restaurants are owned and operated by independent franchisees over whom we do not have as much control as for
our Company-operated restaurants, and as a result the financial performance of franchisees can adversely affect our future operating
performance.

As of December 31, 2006, 368 of our 615 restaurants were owned and operated by franchisees. As a result, we rely in part on our
franchisees and the manner in which they operate their locations to develop and promote our business. Franchise royalties and fees
represented approximately 5% of our revenues during fiscal 2006. While we try to ensure that the quality of our brand is maintained
by all of our franchisees, there is a risk that franchisees will take actions that adversely affect the value of our intellectual property or
reputation. In addition, although we have developed criteria to evaluate and screen prospective franchisees, there can be no assurance
that franchisees will have the business acumen or financial resources necessary to operate successful franchises in their franchise
areas, and state franchise laws may limit our ability to terminate or modify these franchise arrangements. As of December 31, 2006,
three franchisees unaffiliated with us owned 92 of the 368 franchised restaurants operating 44, 27 and 21 restaurants, respectively. If
any of these franchisees were to experience financial difficulties our business could be adversely affected. In addition, a majority of
our franchises can terminate their agreements with us on twelve months notice without cause. The failure of franchisees to operate
franchised restaurants successfully or to the extent a significant number of franchisees elect to terminate their agreements with us
could have a material adverse effect on us, our reputation, our brand and our ability to attract prospective franchisees.

Franchisees may not have access to the financial or management resources that they need to open the restaurants contemplated by their
franchise agreements with us, or be able to find suitable sites on which to develop them. In addition, franchisees may not be able to
negotiate acceptable lease or purchase terms for the sites, obtain the necessary permits and government approvals or meet construction
schedules. Any of these problems could slow our growth and reduce our franchise revenues. Additionally, many of our franchisees
depend on financing from banks and other financial institutions in order to construct and open new restaurants. Some of our
franchisees are highly leveraged, and if they are unable to service their indebtedness, such failure could adversely affect their ability to
maintain their operations, and/or meet their contractual obligations to us, which may have an adverse effect on our operating
performance and accordingly, we may generate insufficient cash flow to service our debt obligations.

Labor shortages could slow our growth and adversely impact existing restaurants.

Our success depends in part upon our ability to attract, motivate and retain a sufficient number of qualified employees, including
restaurant managers, kitchen staff and servers, necessary to accommodate our expansion plans and meet the needs of our restaurants
and franchised restaurants. A sufficient number of qualified individuals of the requisite caliber to fill these positions may be in short
supply in some areas. Any future inability to recruit and retain qualified individuals may delay the planned openings of new
restaurants and could adversely impact our existing Company-operated restaurants and franchised restaurants. Any such delays, any
material increases in employee turnover rates in existing restaurants or any widespread employee dissatisfaction could have a material
adverse effect on us. Additionally, competition for qualified employees could require us to pay higher wages, which could result in
higher labor costs, which may have an adverse effect on our operating performance and accordingly, we may generate insufficient
cash flow to service our debt obligations.

Increased labor costs could adversely affect our future operating performance.

We have a substantial number of employees who are paid wage rates at or slightly above the minimum wage. As federal and state
minimum wage rates increase, we may be required to increase not only the wages of our minimum wage employees but also the wages
paid to employees whose wage rates are above minimum wage. If competitive pressures or other factors prevent us from offsetting the
increased costs by increases in prices, our profitability may decline. In addition, various proposals that would require employers to
provide health insurance for all of their employees are being considered from time-to-time in Congress and various states. The
imposition of any requirement that we provide health insurance to all employees on terms materially different from our existing



programs may have an adverse effect on our operating performance and accordingly, we may generate insufficient cash flow to
service our debt obligations.

Because all of our Perkins bakery products are produced at facilities in the same city, we are vulnerable to natural disasters
and similar disruptions.

We depend on Foxtail’s ability to reliably produce our Perkins bakery products, which include pies, cookies, muffins and mixes and
syrups, and deliver them to restaurants and foodservice distributors on a regular schedule. We currently produce all of our Perkins
bakery products in three manufacturing facilities in Cincinnati, Ohio. As a result, Foxtail is vulnerable to damage or interruption from
fire, severe drought, flood, power loss and energy shortages, telecommunications failure, break-ins, snow and ice storms and similar
events. Any such damage or failure could disrupt some or all of our Foxtail operations and result in the loss of sales and current and
potential customers if we are unable to quickly recover from such events. Our business interruption insurance may not be adequate to
compensate us for our losses if any of these events occur. In addition, business interruption insurance may not be available to us in the
future on acceptable terms or at all. Even if we carry adequate insurance, such events may have an adverse effect on our operating
performance and accordingly, we may generate insufficient cash flow to service our debt obligations.

Certain of the Marie Callender’s restaurants house pie production equipment, while the other Marie Callender’s restaurants rely on a
pie production facility in Corona, CA. Thus, Marie Callender’s is less vulnerable than Perkins with respect to the impact of a
disruption at its production plant, although significant incremental costs would be incurred to supply bakery products to those
restaurants without production equipment.

We depend on the services of key executives, the loss of whom may adversely affect our future operating performance.

Some of our senior executives are important to our success because they have been instrumental in setting our strategic direction,
operating our business, identifying, recruiting and training key personnel, identifying expansion opportunities and arranging necessary
financing. Losing the services of any of these individuals may have an adverse effect on our operating performance and accordingly,
we may generate insufficient cash flow to service our debt obligations, until a suitable replacement could be found. Four of our senior
executives are bound by employment agreements with us.

The locations of our restaurants may cease to be attractive as demographic patterns change.

The success of our restaurants and franchised restaurants is significantly influenced by location. Current locations may not continue to
be as attractive as demographic patterns change. It is possible that the neighborhood or economic conditions where our restaurants and
franchised restaurants are located could decline in the future, potentially resulting in reduced sales in those locations. In addition, the
performance of individual restaurants may be adversely affected by local factors such as traffic patterns.

Increased energy costs could negatively impact the cost structure of our business.

We purchase electricity, oil and natural gas to operate our restaurants and suppliers purchase gasoline in connection with the
transportation of food and other supplies to us. Any significant increase in energy costs could adversely affect our business through
higher rates charged by providers of electricity, oil and natural gas and the imposition of fuel surcharges by our suppliers.

We may be locked into long-term and non-cancelable leases that we want to cancel, and may be unable to renew leases that we
want to extend at the end of their terms.

Many of our current leases are non-cancelable and typically have an initial term ranging from 15 to 20 years and renewal options for
terms ranging from five to 20 years. The average remaining life of our current leases is approximately 10 years. Leases that we enter
into in the future likely will also be long-term and non-cancelable and have similar renewal options. On June 29, 2005, we entered into
a sale leaseback agreement under which we sold 67 of our Perkins restaurants and leased back the properties for an initial term of 20
years. If we close a restaurant, we may remain committed to perform our obligations under the applicable lease, which would include,
among other things, payment of the base rent for the balance of the lease term. Additionally, the potential losses associated with our
inability to cancel leases may result in our keeping open restaurant locations that are performing significantly below targeted levels.
As a result, ongoing lease operations at closed or underperforming restaurant locations could impair our results of operations.

In addition, at the end of the lease term and any renewal period for a restaurant, we may be unable to renew the lease without
substantial additional cost, if at all. As a result, we may be required to close or relocate a restaurant, which could subject us to



construction and other costs and risks, and may have an adverse effect on our operating performance and accordingly, we may
generate insufficient cash flow to service our debt obligations.

Our controlling stockholder may take actions that conflict with the interests of others.

Affiliates of Castle Harlan control the power to elect our directors, to appoint members of management and to approve all actions
requiring the approval of the holders of our common stock, including adopting amendments to our certificate of incorporation and
approving mergers, acquisitions or sales of all or substantially all of our assets. The interests of our controlling stockholder could
conflict with the interests of others.

The failure to enforce and maintain our intellectual property rights could adversely affect our ability to maintain brand
awareness.

The success of our business strategy depends on our continued ability to use our existing trade names, trademarks and service marks.
We have registered the names Perkins, Perkins Restaurant & Bakery, Marie Callender’s and certain other names used by our
restaurants as trade names, trademarks or service marks with the United States Patent and Trademark Office and in Canada. However,
our trademarks could be imitated in ways that we cannot prevent. In addition, we rely on trade secrets, proprietary know-how,
concepts and recipes. Our methods of protecting this information may not be adequate, however, and others could independently
develop similar know-how or obtain access to our trade secrets, know-how, concepts and recipes.

Moreover, we may face claims of misappropriation or infringement of third parties’ rights that could interfere with our use of our
proprietary know-how, concepts, recipes or trade secrets. Defending these claims may be costly and, if unsuccessful, may prevent us
from continuing to use this proprietary information in the future and may result in a judgment or monetary damages.

We may make acquisitions, which present additional risks.

Part of our growth strategy includes pursuing acquisitions, although no acquisitions are currently contemplated. There is a risk that we
will not be able to consummate acquisitions in the future on terms acceptable to us, if at all. In addition, there is a risk that the
integration of any future acquisitions will not be successful or that the anticipated strategic benefits of any future acquisitions will be
realized. Acquisitions may involve special risks, including, but not limited to:

« adverse short-term effects on our reported operating results;
< diversion of management’s attention;
« difficulties assimilating and integrating the operations of the acquired company with our own; and
« unanticipated liabilities or contingencies relating to the acquired company.
We are subject to extensive government regulations.

Our restaurants and franchised restaurants are subject to extensive federal, state and local governmental regulations, including those
relating to the preparation and sale of food, those relating to building and zoning requirements and those relating to access for the
disabled, including the Americans with Disabilities Act. We and our franchisees also are subject to licensing and regulation by state
and local departments relating to health, sanitation and safety standards and liquor licenses and to laws governing our relationships
with employees, including minimum wage requirements, overtime, working conditions and citizenship requirements. The inability to
obtain or maintain such licenses or publicity resulting from actual or alleged violations of such regulations could have an adverse
effect on us. Furthermore, changes in, and the cost of compliance with, government regulations may have an adverse effect on our
operating performance and accordingly, we may generate insufficient cash flow to service our debt obligations.

We also are subject to Federal Trade Commission regulations and various state and foreign laws which govern the offer and sale of
franchises. Some states require that certain materials be registered before franchises can be offered or sold in that state. We also must
comply with a number of state and foreign laws that regulate some substantive aspects of the franchisor-franchisee relationship. These
laws may limit a franchisor’s ability to: terminate or not renew a franchise without good cause; interfere with the right of free
association among franchisees; enforce non-competition provisions in its franchise agreements; disapprove the transfer of a franchise;
discriminate among franchisees with regard to charges, royalties and other fees, or place new restaurants near existing restaurants. The
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failure to obtain or retain licenses or approvals to sell franchises may have an adverse effect on our operating performance and
accordingly, we may generate insufficient cash flow to service our debt obligations.

In addition, as is the case with any owner or operator of real property, we are subject to a variety of federal, state and local
governmental regulations relating to the use, storage, discharge, emission and disposal of hazardous materials. Failure to comply with
environmental laws could result in the imposition of severe penalties or restrictions on operations by governmental agencies or courts
of law, which could adversely affect us. We do not have environmental liability insurance and no material amounts have been or are
expected to be expensed to comply with environmental protection regulations. The requirements of complying with the Exchange Act
and the Sarbanes-Oxley Act may strain our resources and distract management.

We are subject to the Sarbanes-Oxley Act of 2002, including Section 404. These requirements place additional obligations on our
systems and resources. The Sarbanes-Oxley Act requires that we maintain and certify that we have effective disclosure controls and
procedures and internal control over financial reporting. Pursuant to Section 404 of the Sarbanes-Oxley Act, starting with our fiscal
2007 annual report on Form 10-K, our management will be required to deliver a report that assesses the effectiveness of our internal
control over financial reporting and an attestation report of our auditors on our management’s assessment of and operating
effectiveness of such internal control. In order to maintain and improve the effectiveness of our disclosure controls and procedures and
internal control over financial reporting, significant resources and management oversight is required as we need to devote additional
time and personnel to legal, financial and accounting activities to ensure our ongoing compliance with the public

company reporting requirements. We might not be able to complete the documentation and management assessment required by
Section 404 of the Sarbanes-Oxley Act when it becomes applicable to us. In addition, the effort to prepare for these obligations may
divert management’s attention from other business concerns, which could adversely affect our business, financial condition, results of
operations and cash flows. In addition, we have hired additional accounting and financial staff.

Restaurant chains face the risk of litigation in connection with operations.

We are subject to a variety of claims arising in the ordinary course of our business brought by or on behalf of our customers or
employees, including personal injury claims, contract claims, discriminatory claims and employment-related claims. In recent years, a
number of restaurant chains have been subject to lawsuits, including class action lawsuits, alleging violations of federal and state law
regarding workplace, employment and similar matters. A number of these lawsuits have resulted in the payment of substantial
damages by chains. Regardless of whether any claims against us are valid or whether we are ultimately determined to be liable, claims
may be expensive to defend and may divert time and money away from our operations and hurt our performance. A judgment
significantly in excess of our insurance coverage for any claims, or adverse publicity resulting from any allegations, may have an
adverse effect on our operating performance and accordingly, we may generate insufficient cash flow to service our debt obligations.

In addition, 19 of our Company-operated Perkins restaurants located in Florida, one Company-operated Perkins restaurant located in
Minnesota and 90 Company-operated Marie Callender’s restaurants serve alcoholic beverages. These restaurants may be subject to
state “dram shop” laws, which allow a person to sue us if that person was injured by a legally intoxicated person who was wrongfully
served alcoholic beverages at one of our restaurants. A judgment against us under a dram shop law could exceed our liability
insurance coverage policy limits and could result in substantial liability for us and may have an adverse effect on our operating
performance and accordingly, we may generate insufficient cash flow to service our debt obligations.

Item 1b. Unresolved Staff Comments.

Not applicable.
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Item 2. Properties.

The following table lists the number of full-service Company-operated and franchised restaurants, by state or country, as of December
31, 2006. The Company—operated restaurants of Marie Callender’s include wholly-owned restaurants, East Side Mario’s and those
restaurants operated under various partnership agreements. The table excludes one limited service Perkins Express located in Utah.

Perkins Restaurants Marie Callender’s Restaurants

Company- Company-

Operated Franchised Total Operated Franchised Total
1 7 — 7
3 — _ —
— 62 40 102
12 — 1 1
1 — — —
57 — — —
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The majority of the Perkins restaurants feature a distinctively styled brick or stucco building and are predominantly single-purpose,
one-story, free-standing buildings averaging approximately 5,000 square feet, with a seating capacity of between 90 and 250
customers. Marie Callender’s restaurants are predominantly single-purpose, one-story, free-standing buildings with a seating capacity
between 70 and 385 customers.
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The following table sets forth certain information regarding Company-operated restaurants and other properties, as of December 31,
2006:

Number of Properties (1)

Use Owned Leased Total
Offices and Manufacturing Facilities(2) 1 11 12
Perkins Restaurant and Bakery(3) — 155 155
Marie Callender’s Restaurant and Bakery(4,5) — 92 92

(1) In addition to the properties noted in the schedule above, we lease twenty-two properties which are subleased to others and we
own two properties which are leased to others.

(2) Our principal office is located in Memphis, Tennessee, and currently comprises approximately 50,000 square feet under a lease
expiring on May 31, 2013, subject to a renewal by us for a maximum of 60 months. We also lease an office which comprises
approximately 6,300 square feet in Mission Viejo, California, with a lease term through April 30, 2013 with no renewal options.
We also own a 25,149 square-foot manufacturing facility in Cincinnati, Ohio, and lease two other properties in Cincinnati, Ohio,
consisting of 36,000 square feet and 120,000 square feet, and one property in Corona, California, consisting of 29,600 square feet,
for use as manufacturing facilities.

(3) The average term of the remaining leases is approximately twelve years, excluding renewal options. The longest lease term will
mature in approximately 20 years and the shortest lease term will mature in less than 1 year, assuming the exercise of all renewal
options.

(4) Includes one Callender’s Grill restaurant and the East Side Mario’s restaurant.

(5) The average term of the remaining leases is approximately six years, excluding renewal options. The longest lease term will
mature in approximately 34 years and the shortest lease term will mature in less than 1 year.

Item 3. Legal Proceedings.

We are a party to various legal proceedings in the ordinary course of business. We do not believe that these proceedings, either
individually or in the aggregate, are likely to have a material adverse effect on our financial position, results of operations or cash
flows.

Item 4. Submission of Matters to Vote of Security Holders.

Not applicable.
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PART Il
Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters and Issuer Purchases of Equity Securities.
Market information.
No established public market exists for our equity securities.
Holders.
As of December 31, 2006, there was 1 Stockholder of record.
Dividends.

No dividends or distributions were declared or paid during 2006, 2005 or 2004. The Company’s credit agreements and indentures
governing its debt securities restrict our ability to pay dividends or distributions to our equity holders.

Purchases of Equity Securities.

Not applicable.

[Intentionally Left Blank]
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Item 6. Selected Financial Data.

PERKINS & MARIE CALLENDER’S INC.
SELECTED FINANCIAL AND OPERATING DATA
(In Thousands, Except Number of Restaurants)

The following financial and operating data should be read in conjunction with Management’s Discussion and Analysis of Financial
Conditions and Results of Operations and the consolidated financial statements and data included elsewhere in this Annual Report on
Form 10-K. As a result of the Combination, the financial statements of WRG and Perkins are presented on a consolidated basis as of
September 21, 2005, the first date on which both companies were under common control, and include the combined results of
operations of each company for all periods presented after such date. Prior to September 21, 2005, the consolidated financial
statements and data presented are for WRG, only.

2006 2005 2004 2003 2002
Income Data:
Revenues $ 594,190 $ 321,473 $ 228,760 $ 227,455 $ 226,329
Net Loss $ (9372) $ (15,231) $ (16,318) $ (12,441) $ (11,020)
Balance Sheet Data:
Total assets $ 346,845 $ 346,276 $ 56,459 $ 60,662 $ 57,628
Long-term debt and capital lease obligations (a) $ 292,628 $ 300,077 $ 105,114 $ 101,273 $ 85,994
Distributions $ — 3 — $ — $ — 3 —
Statistical Data:
Full service Restaurants in operation at end of year:
Company-operated Perkins 155 151 — — —
Franchised Perkins (b) 322 331 — — —
Total Perkins 477 482 — — —
Company-operated Marie Callender’s 91 92 93 95 96
Company-operated East Side Mario’s 1 1 1 1 1
Franchised Marie Callender’s 46 47 51 54 59
Total Marie Callender’s 138 140 145 150 156
Average annual sales per company-operated Perkins restaurant $ 1944 $ 1866 $ — 3 — $ —
Average annual royalties per franchised Perkins restaurant $ 66 $ 64 $ — $ — $ —
Average annual sales per company-operated Marie Callender’s
restaurant $ 2369 $ 2298 $ 2202 $ 2122 $ 2,081
Average annual royalties per franchised Marie Callender’s
restaurant $ 105 $ 107 $ 102 $ 98 $ 99

(@) Net of current maturities of $1,706, $3,311, $3,127, $3,616 and $7,575.

(b) Excludes one franchised Perkins Express.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

GENERAL

The following discussion and analysis should be read in conjunction with and is qualified in its entirety by reference to the
consolidated financial statements and accompanying notes of Perkins & Marie Callender’s Inc. included elsewhere in this Form 10-K.
Except for historical information, the discussions in this section contain forward-looking statements that involve risks and
uncertainties. Future results could differ materially from those discussed below. See discussion under the caption “Information
Concerning Forward-Looking Statements.” Except as otherwise indicated, references to years mean our fiscal year ended December
31, 2006, December 25, 2005 or December 30, 2004.

OUR COMPANY

References to the “Company,” “us” or “we” refer to Perkins & Marie Callender’s Inc. and its consolidated subsidiaries.
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The Company operates two restaurant concepts: (1) full-service family dining restaurants located primarily in the Midwest, Florida
and Pennsylvania under the name Perkins Restaurant and Bakery, which were historically owned by Perkins and (2) mid-priced,
casual-dining restaurants, specializing in the sale of pie and other bakery items, located primarily in the western United States under
the name Marie Callender’s Restaurant and Bakery (“Marie Callender’s”), which were historically owned by WRG.

Perkins Restaurant and Bakery

Perkins, founded in 1958, has continued to adapt its menu, product offerings and building décor to meet changing consumer
preferences. The Perkins’ concept is designed to serve a variety of demographically and geographically diverse customers for a wide
range of dining occasions that are appropriate for the entire family. As of December 31, 2006, the Company offered a full menu of
over 90 assorted breakfast, lunch, dinner, snack and dessert items ranging in price from $2.99 to $12.99, with an average guest check
of $7.86 for our Company-operated restaurants, which excludes franchised restaurants. Perkins’ signature menu items include our
omelettes, secret-recipe real buttermilk pancakes, Mammoth Muffins, Tremendous Twelve platter, salads, melt sandwiches and
Butterball turkey entrees. Breakfast items, which are available throughout the day, account for approximately half of the entrees sold
in our restaurants.

Perkins is a leading operator and franchisor of full-service family dining restaurants. As of December 31, 2006, we operated 155 full-
service restaurants and franchised 322 full-service restaurants to 111 franchisees in 33 states and in 5 Canadian provinces. For the year
ended December 31, 2006, over 89% of our Company-operated restaurants produced positive store-level cash flow and the footprint of
our Company-operated restaurants extends over 13 states, with a significant number of restaurants in Minnesota and Florida. Our
Company-operated restaurants generated average annual revenues of $1,944,000 for the year ended December 31, 2006.

Perkins’ franchised restaurants operate pursuant to license agreements generally having an initial term of 20 years and pursuant to
which a royalty fee (4% of gross sales) and an advertising contribution (3% of gross sales) are paid. Franchisees pay a non-refundable
one-time license fee of $40,000 for each of their first two restaurants. Franchisees opening their third and subsequent restaurants pay a
one-time license fee of between $25,000 and $50,000 depending on the level of assistance provided by us in opening the restaurant.
Typically, franchisees may terminate license agreements upon a minimum of 12 months prior notice and upon payment of specified
liquidated damages. Franchisees do not typically have express

renewal rights. In 2006, average annual royalties earned per franchised restaurant were approximately $66,000. The following number
of license agreements are scheduled to expire in the years indicated: 2007 — eight; 2008 — ten; 2009 — twelve; 2010 — eighteen;
2011 — thirteen. Upon the expiration of license agreements, franchisees typically apply for and receive new license agreements.
Franchisees pay a license agreement renewal fee of $5,000 to $7,500 depending on the length of the renewal term.

Marie Callender’s Restaurant and Bakery

Marie Callender’s, founded in 1948, has one of the longest operating histories within the full-service dining sector, and has cultivated
a brand known for quality food served in a warm, pleasant atmosphere, and premium pies baked fresh daily. As of December 31,
2006, the Company offered a full menu of over 70 items ranging in price from $5.99 to $17.99. Marie Callender’s signature menu
items include pot pies, quiches, full salad bar and Sunday brunch. Day part mix is split evenly between lunch and dinner.

Marie Callender’s are mid-priced, casual dining restaurants specializing in the sale of pies, operating primarily in the western United
States. As of December 31, 2006, we operated 92 full-service restaurants, and franchised 46 full-service restaurants to 27 franchisees
in four states and Mexico. For the year ended December 31, 2006, over 90% of our Company-operated restaurants produced positive
store-level cash flow and our Company-operated restaurants’ footprint extends over 9 states with 62 restaurants in California. Our
existing restaurants generated average annual revenues of $2,369,000 over the year ended December 31, 2006.

As of December 31, 2006, 138 restaurants were operated by MCPSI: 135 restaurants were operated under the Marie Callender’s name,
one under the Marie Callender’s Grill name, one under the Callender’s Grill name and one under the East Side Mario’s name. The
Company owned and operated 79 Marie Callender’s restaurants, one Callender’s Grill and the East Side Mario’s restaurant.
Franchisees owned and operated 45 Marie Callender’s restaurants and one Callender’s Grill. Additionally, the Company operated 11
Marie Callender’s restaurants under partnership agreements. The Company has less than a 50% ownership in two of the partnership
restaurants and a 57% to 95% ownership in the remaining 9 locations.

The East Side Mario’s restaurant is a mid-priced Italian restaurant operating in Lakewood, California.
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Marie Callender’s franchised restaurants operate pursuant to franchise agreements generally having an initial term of 15 years, and
pursuant to which a royalty fee (5% of gross sales) is paid. Franchisees pay a non-refundable, one-time initial franchise fee of
$25,000. Franchisees also pay a training fee of $35,000 prior to opening a restaurant. Franchisees typically have the right to renew the
franchise agreement for two terms of five years each. In 2006, average annual royalties earned per franchised restaurant were
approximately $105,000. The following number of Marie Callender’s franchise agreements are scheduled to expire in the years
indicated: 2007 — one; 2008 — four; 2009 — none; 2010 — two and 2011 — one. Upon the expiration of franchise agreements,
franchisees typically apply for and receive new franchise agreements and pay a franchise agreement renewal fee of $2,500.

In addition, we operate Foxtail which manufactures pies, pancake mixes, cookie doughs, muffin batters and other bakery products for
both our in-store bakeries and third-party customers. Sales of products from this segment to Perkins franchisees, Marie Callender’s
franchisees and other third parties constituted approximately 8.5% of our total revenues in 2006, 5.4% in 2005 and 1.9% in 2004.

OVERVIEW
Combination of Companies Under Common Control

On November 12, 1999, CHP 11, a New York-based private equity fund managed by Castle Harlan, acquired WRG, a privately held
company, through the purchase of a majority interest in the equity interests of WRG.

On September 21, 2005, P&MC Holding Corp., an affiliate of CHP 1V, a New York-based private equity fund also managed by Castle
Harlan, purchased all of the outstanding capital stock of the parent company of Perkins (the “Acquisition”). CHP Il and CHP IV are
under the common control of Castle Harlan.

On May 3, 2006, pursuant to the Stock Purchase Agreement, WRG became a direct wholly-owned subsidiary of the Company.
Pursuant to the Stock Purchase Agreement, P&MC Holding LLC purchased all the outstanding stock of WRG and the shareholders of
WRG received equity interests in P&MC Holding LLC, the Company’s indirect parent. From September 21, 2005 through May 3,
2006, both the Company and WRG were portfolio companies, under common control of Castle Harlan; therefore, the financial
statements of both entities are presented retroactively on a consolidated basis, in a manner similar to a pooling of interests, from
September 21, 2005, the first date at which both companies were under common control. This transaction is described more fully in
Note 4, “Combination of Companies Under Common Control.”

In connection with the Combination, the Company entered into an amended and restated credit agreement with Wachovia Bank,
National Association, as administrative agent, swingline lender and issuing lender, Wachovia Capital Markets, LLC as sole lead
arranger and sole book manager, BNP Paribas as syndication agent, Wells Fargo, Foothill, Inc. as documentation agent, and each other
lender from time to time party thereto (the “Credit Agreement”). Pursuant to the Credit Agreement, the lenders made available the
following: (1) a five-year revolving credit facility of up to $40,000,000, including a sub-facility for letters of credit in an amount not to
exceed $25,000,000 and a sub-facility for swingline loans in an amount not to exceed $5,000,000 (the “Revolver”); and (2) a seven-
year term loan credit facility not to exceed $100,000,000 (the “Term Loan™). The Company’s obligations under the Credit Agreement
are guaranteed by RHC and each of the Company’s wholly-owned subsidiaries. The obligations under the Credit Agreement are
collateralized by a first priority lien on substantially all of the assets of the Company and its wholly-owned subsidiaries. Certain future
subsidiaries of the Company will be required to guarantee the obligations of the Company and grant a lien on substantially all of their
assets.

A draw under the Credit Agreement was made on May 3, 2006 in the amount of $103,800,000, which was used to repay existing
indebtedness of WRG and its subsidiaries of approximately $101,000,000 and to pay certain fees and expenses in connection with the
consummation of this Combination and the amendment and restatement of the Credit Agreement.

Financial Statement Presentation
The accompanying consolidated financial statements include the financial results of WRG for fiscal years 2006, 2005 and 2004
combined with the financial results of Perkins for the period September 21, 2005 (date of common control) through December 25,

2005 in fiscal year 2005 and the financial results of Perkins for all of fiscal year 2006. Intercompany transactions have been eliminated
in consolidation.
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KEY FACTORS AFFECTING OUR RESULTS

The key factors that affect our operating results are our comparable restaurant sales, which are driven by our comparable customer
counts and our guest check average, and our ability to manage operating expenses, such as food cost, labor and benefits. Comparable
restaurant sales is a measure of the percentage increase or decrease of the sales of restaurants open at least one full fiscal year prior to
the start of the comparative year. We do not use new restaurants in our calculation of comparable restaurant sales until they are open
for at least one full fiscal year in order to allow a new restaurant’s operations time to stabilize and provide more meaningful results.

Like much of the restaurant industry, we view comparable restaurant sales as a key performance metric, at the individual restaurant
level, within regions and throughout our Company. With our information systems, we monitor comparable restaurant sales on a daily,
weekly and monthly basis on a restaurant-by-restaurant basis. The primary drivers of comparable restaurant sales performance are
changes in the average guest check and changes in the number of customers, or customer count. Average guest check is primarily
affected by menu price changes and changes in the mix of items purchased by our customers. We also monitor entree count, which we
believe is indicative of overall customer traffic patterns. To increase restaurant sales, we focus marketing and promotional efforts on
increasing customer visits and sales of particular products. Restaurant sales performance is also affected by other factors, such as food
quality, the level and consistency of service within our restaurants and franchised restaurants, the attractiveness and physical condition
of our restaurants and franchised restaurants, as well as local and national competitive and economic factors.

For the year ended December 31, 2006, Perkins’ Company-operated restaurants attained comparable annual sales growth of 1.6%;
Marie Callender’s Company-operated restaurants attained comparable annual sales growth of 0.4% in 2006, 3.1% in 2005 and 3.4% in
2004.

SUMMARY OF CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America
requires management to adopt accounting policies and make significant judgments and estimates to develop amounts reflected and
disclosed in the financial statements. In many cases, there are alternative policies or estimation techniques that could be used. We
maintain a thorough process for reviewing the application of our accounting policies and for evaluating the appropriateness of the
estimates that are required to prepare the financial statements of our Company. However, even under optimal circumstances, estimates
routinely require adjustment based on changing circumstances and the receipt of new or better information.

Revenue Recognition

Revenue at our restaurants is recognized as customers pay for products at the time of sale. The revenue reporting process is covered by
our system of internal controls and generally does not require significant management judgments and estimates. However, estimates
are inherent in the calculation of franchisee royalty revenue. We calculate an estimate of royalty income each period and adjust royalty
income when actual amounts are reported by franchisees. Historically, these adjustments have not been material.

Concentration of Credit Risk

Financial instruments, which potentially expose us to concentrations of credit risk, consist principally of franchisee and Foxtail
accounts receivable. We perform ongoing credit evaluations of our franchisees and Foxtail customers and generally require no
collateral to secure accounts receivable. The credit review is based on both financial and non-financial factors. Based on this review,
we provide for estimated losses for accounts receivable that are not likely to be collected. Although we maintain good relationships
with our franchisees, if average sales or the financial health of significant franchisees were to deteriorate, we might have to increase
our reserves against collection of franchise revenues.

Additional financial instruments that potentially subject us to a concentration of credit risk are cash and cash equivalents. At times,
cash balances may be in excess of FDIC insurance limits. The Company has not experienced any losses with respect to bank balances
in excess of government provided insurance.

Insurance Reserves

We are self-insured up to certain limits for costs associated with workers’ compensation claims, property claims and benefits paid

under employee health care programs. At December 31, 2006 and December 25, 2005, we had total self-insurance accruals reflected
in our consolidated balance sheets of approximately $8,759,000 and $8,958,000, respectively. The measurement of these costs
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required the consideration of historical loss experience and judgments about the present and expected levels of cost per claim. We
account for the workers’ compensation costs primarily through actuarial methods, which develop estimates of the discounted liability
for claims incurred, including those claims incurred but not reported. These methods provide estimates of future ultimate claim costs
based on claims incurred as of the balance sheet dates. We account for benefits paid under employee health care programs using
historical lag information as the basis for estimating expenses incurred as of the balance sheet dates. We believe the use of actuarial
methods to account for these liabilities provides a consistent and effective way to measure these highly judgmental accruals. However,
the use of any estimation technique in this area is inherently sensitive given the magnitude of claims involved and the length of time
until the ultimate cost is known. We believe that our recorded obligations for these expenses are consistently measured on an
appropriate basis. Nevertheless, changes in health care costs, accident frequency and severity and other factors can materially affect
the estimate for these liabilities.

Long-Lived Assets

The restaurant industry is capital intensive. We capitalize the cost of improvements that extend the useful life of an asset. Repairs and
maintenance costs that do not extend the useful life of an asset are expensed as incurred.

The depreciation of our capital assets over their estimated useful lives (or in the case of leasehold improvements, the lesser of their
estimated useful lives or lease term), and the determination of any salvage values, require management to make judgments about
future events. Because we utilize many of our capital assets over relatively long periods, we periodically evaluate whether adjustments
to our estimated lives or salvage values are necessary. The accuracy of these estimates affects the amount of depreciation expense
recognized in a period and, ultimately, the gain or loss on the disposal of the asset. Historically, gains and losses on the disposition of
assets have not been significant. However, such amounts may differ materially in the future based on restaurant performance,
technological obsolescence, regulatory requirements and other factors beyond our control.

Due to the fact that we have invested a significant amount in the construction or acquisition of new restaurants, we have risks that
these assets will not provide an acceptable return on our investment and an impairment of these assets may occur. The accounting test
for whether an asset held for use is impaired involves first comparing the carrying value of the asset with its estimated future
undiscounted cash flows. If these cash flows do not exceed the carrying value, the asset must be adjusted to its current fair value. We
periodically perform this test on each of our restaurants to evaluate whether impairment exists. Factors influencing our judgment
include the age of the restaurant (new restaurants have significant start-up costs, which impede a reliable measure of cash flow),
estimation of future restaurant performance and estimation of restaurant fair value. Due to the fact that we can specifically evaluate
impairment on a restaurant-by-restaurant basis, we have historically been able to identify impaired restaurants and record the
appropriate adjustment.

Leases

The future commitments for operating leases are not reflected as a liability on our balance sheet because the leases do not meet the
accounting definition of capital leases. The determination of whether a lease is accounted for as a capital lease or an operating lease
requires management to make estimates primarily about the fair value of the asset, its estimated economic useful life and the
incremental borrowing rate. We believe that we have a well-defined and controlled process for making this evaluation.

Goodwill and Intangibles

As of December 31, 2006, we had approximately $186,830,000 of goodwill and intangible assets on our balance sheet primarily
resulting from the Acquisition. Accounting standards require that we review these intangible assets for impairment on at least an
annual basis. The annual evaluation of intangible asset impairment, performed as of year end, requires the use of estimates about the
future cash flows of each of our reporting units to determine their estimated fair values. Changes in forecasted operations and changes
in discount rates can materially affect these estimates. However, once an impairment of intangible assets has been recorded, it cannot
be reversed.

Deferred Income Taxes
We record income tax liabilities utilizing known obligations and estimates of potential obligations. A deferred tax asset or liability is
recognized whenever there are future tax effects from existing temporary differences and operating loss and tax credit carryforwards.

We record a valuation allowance to reduce deferred tax assets to the balance that is more likely than not to be realized. In evaluating
the need for a valuation allowance, we must make judgments and estimates on future taxable income, feasible tax planning strategies
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and existing facts and circumstances. When we determine that deferred tax assets could be realized in greater or lesser amounts than
recorded, the asset balance and income statement reflect the change in the period such determination is made. We believe that the
valuation allowance recorded is adequate for the circumstances. However, changes in facts and circumstances that affect our
judgments or estimates in determining the proper deferred tax assets or liabilities could materially affect the recorded amounts.

SUBSEQUENT EVENTS

On June 1, 2007, the Company entered into Employment Agreements, collectively known as the “Employment Agreements”, with
each of Joseph Trungale (the “Trungale Employment Agreement™), James Stryker (the “Stryker Employment Agreement”), James
Barrasso (the “Barrasso Employment Agreement”) and Charles Conine (the “Conine Employment Agreement”).

Under their respective agreements, Mr. Trungale will continue to serve as the Chief Executive Officer and President, Mr. Stryker will
continue to serve as the Executive Vice President, Chief Financial Officer, Mr. Barrasso will continue to serve as the Executive Vice
President, Foodservice and Mr. Conine will continue to serve as the Executive Vice President, Human Resources & Administration.

The initial term of the Trungale Employment Agreement is three years, unless earlier terminated. The initial term for the other three
Employment Agreements is 18 months, unless earlier terminated. All of the Employment Agreements will renew for successive one
year terms unless either party provides notice of non-renewal in accordance with the applicable Employment Agreement. Mr.
Trungale is to be paid an annual base salary of $625,000, subject to increase as determined by the Board of Directors of P&MC’s
Holding, LLC (the “Board™), the indirect parent of the Company, and is eligible to receive an annual bonus, as determined by the
Board based on performance targets established by the Board. Mr. Trungale’s target bonus is 70% of his annual base salary. Mr.
Stryker, Mr. Barrasso and Mr. Conine are to be paid annual base salaries of $328,000, $260,000 and $244,000, respectively, subject to
increases as determined by the Board and each is eligible to receive an annual bonus, as determined by the Board based on
performance targets established by the Board. The target bonus for each of Mr. Stryker, Mr. Barrasso and Mr. Conine is 45% of such
executive’s annual base salary.

If the employment of Mr. Trungale, Mr. Stryker, Mr. Barrasso or Mr. Conine is terminated by the Company without “cause,” or by
Mr. Trungale, Mr. Stryker, Mr. Barrasso or Mr. Conine with “good reason” (as these terms are defined in the applicable Employment
Agreement) upon execution without revocation of a valid general release in favor of us and our affiliates, in addition to receiving
accrued but unpaid base salary, employee benefits and vacation, if any, to the date of termination, (1) Mr. Trungale will be entitled to
severance in an amount equal to his annual base salary paid in monthly installments and to continue to be a participant in the
Company’s executive health and life benefit plan for the greater of (x) the remainder of the term of the Trungale Employment
Agreement and (y) 24 months, and (2) Mr. Stryker, Mr. Barrasso and Mr. Conine will each be entitled to severance in an amount equal
to such executive’s annual base salary paid in monthly installments and to continue to be a participant in the Company’s executive
health and life benefit plan for the greater of (x) remainder of the term of the applicable Employment Agreement and (y) 12 months.
All four executives will also be entitled to payment of accrued but unpaid bonus, pro-rated through the date of termination.

If the employment of Mr. Trungale, Mr. Stryker, Mr. Barrasso or Mr. Conine is terminated by the Company without “cause,” or by
Mr. Trungale, Mr. Stryker, Mr. Barrasso or Mr. Conine with “good reason” after a “Change in Control” (as the term is defined in the
applicable Employment Agreement), in the event that any payment or distribution by the Company to or for the benefit of the
applicable executive would be subject to excise taxes, then the Company will pay to such executive an additional payment (the
“Gross-Up Payment™) in an amount such that after payment by such executive of all taxes, including income taxes and excise taxes
imposed upon the Gross-Up Payment, such executive retains an amount of the Gross-up Payment equal to the excise tax imposed
upon such payments.

If the employment of Mr. Trungale, Mr. Stryker, Mr. Barrasso or Mr. Conine is terminated for any other reason, the applicable
executive will not be entitled to any severance benefits other than accrued but unpaid base salary and employee benefits, if any, to the
date of termination, provided that if termination is on account of death or “disability” (as defined in the Employment Agreements),
such executive will be entitled to, in addition to receiving accrued but unpaid base salary, employee benefits and vacation, if any, to
the date of termination, (i) continued payment of his annual base salary for the lesser of (x) four months or (y) the remainder of the
term of the agreement and (ii) payment of accrued but unpaid bonus, pro-rated through the date of termination.

In addition, each of Mr. Trungale, Mr. Stryker, Mr. Barrasso and Mr. Conine is subject to non-competition restrictions for 12 months
and non-solicitation restrictions for 24 months, following termination of employment for any reason.
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Subsequent to year end, and effective June 1, 2007, PMCH established a management equity incentive plan (the “Equity Plan”) for the
benefit of executive officers and other key employees. The Equity Plan provides the following two types of equity ownership in
PMCH: (i) Incentive Units, which vest in equal increments, beginning on the one year anniversary of the date of grant, and (ii)
Subscription Units, ownership of which is effective June 1, 2007. The Equity Plan provides for accelerated vesting of Incentive Units
in the event of a change in control. The executive officers and certain other officers of the Company purchased Subscription Units
through direct investment in PMCH.

SYSTEM DEVELOPMENT

We opened one new Company-operated Perkins restaurant, acquired three Perkins restaurants from franchisees and opened five
Perkins franchised restaurants in 2006. We opened one new Company-operated Callender’s Grill restaurant and purchased one Marie
Callender’s restaurant from a franchisee in 2006. During 2006, three underperforming Company-operated Marie Callender’s
restaurants were closed. In 2005, we closed one Marie Callender’s underperforming Company-operated restaurant and four Marie
Callender’s franchised restaurants. During 2004, three Company-operated Marie Callender’s restaurants and two Marie Callender’s
franchised restaurants were closed, and the Company acquired one Marie Callender’s restaurant from a franchisee.

RESULTS OF OPERATIONS

Prior to the Combination on May 3, 2006, Perkins and WRG were separate entities under the common control of Castle Harlan, as
defined in Emerging Issues Task Force Issue No. 02-5, Definition of “Common Control” in Relation to FASB Statement No. 141. As a
result of the Combination, the financial statements of these entities are presented retroactively on a consolidated basis, in a manner
similar to a pooling of interest, as of September 21, 2005, the first date on which both companies were under common control and
include the results of operations of each company for all periods presented after such date.

Financial Statement Presentation

The accompanying financial statements include the financial results of WRG for fiscal years 2006, 2005 and 2004 combined with the
financial results of Perkins for the period September 21, 2005 through December 25, 2005 in fiscal year 2005 and the financial results
of Perkins for all of fiscal year 2006. Intercompany transactions have been eliminated in consolidation.

Overview

Our revenues are derived primarily from restaurant operations, franchise royalties and the sale of bakery products produced by Foxtail.
Sales from Foxtail to Company-operated restaurants are eliminated in the accompanying statements of operations. For the year ended
December 31, 2006, revenues from Perkins’ restaurants, Marie Callender’s restaurants, franchise operations and Foxtail and other
accounted for 49.8%, 36.4%, 4.5%, and 9.3% of total revenue, respectively.

Our results before and after September 21, 2005 are not generally comparable due to the effects of the Combination. Accordingly, to
aid in the comparison, management’s discussion and analysis of financial condition and results of operations includes supplemental
data regarding our reportable segments for the years ended December 31, 2006, December 25, 2005 and December 30, 2004.

The following table reflects certain data for the Company’s year ended December 31, 2006 compared to the preceding two fiscal
years. The consolidated information is derived from the accompanying consolidated statements of operations. Data from the
Company’s segments — Perkins restaurants, Marie Callender’s restaurants, Perkins franchise, Marie Callender’s franchise and Foxtail
and other is included for comparison. The ratios presented reflect the underlying dollar values expressed as a percentage of the
applicable revenue amount. The food cost ratio in the consolidated results reflects the elimination of intersegment food cost of
$18,682,000, $12,967,000 and $8,955,000 in 2006, 2005 and 2004, respectively.

Consolidated Results Perkins Restaurants Marie Callender’s Restaurants

2006 2005 2004 2006 2005 2004 2006 2005 2004
Food sales $ 581,424 $ 319,429 $ 228,318 $ 295,762 $ 73508 $ — $ 216,342 $ 215464 $ 214,923
Franchise and other revenue 31,448 15,011 9,397 — — — — — —
Intersegment revenue (18,682) (12,967) (8,955) — — — — — —
Total Revenues $ 594,190 $ 321,473 $ 228,760 $ 295,762 $ 73508 $ — $ 216,342 $ 215464 $ 214,923
Food cost 26.9% 28.0% 28.3% 25.1% 26.6% nla 29.9% 30.5% 30.5%
Labor and benefits 31.2% 31.1% 31.5% 36.3% 36.4% nla 32.1% 32.2% 32.8%
Operating expenses 25.3% 26.6% 26.5% 25.9% 26.9% n/a 30.0% 29.0% 27.6%
Segment Profit (Loss) $ (9372) $ (15231) $ (16,318) $ 25149 $ 4,624 na $ 9,220 $ 9,988 $ 11,378
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Perkins Franchise Marie Callender’s Franchise Foxtail
2006 2005 2004 2006 2005 2004 2006 2005 2004

Food sales $ — 3 — 3 — $ — 3 — 3 — $ 69,320 $ 30457 $ 13,395
Franchise and other

revenue 22,052 5,418 — 4,842 5,045 5,207 — — —
Intersegment revenue — — — — — — _ (18,682) (12,967) (8,955)
Total Revenues $ 22052 $ 5418 3 — $ 4842 $ 5045 $ 5207 $ 50,638 $ 17,490 $ 4,440
Food cost n/a n/a n/a n/a n/a n/a 56.9% 58.3% 61.0%
Labor and benefits n/a n/a n/a n/a n/a n/a 12.3% 11.8% 10.5%
Operating expenses 9.6% 11.8% n/a n/a n/a n/a 9.4% 8.7% 10.8%
Segment Profit (Loss) $ 19,929 $ 4,778 nfa $ 4841 $ 5044 $ 5207 $ 8255 $ 4891 $ 2278

Other (a)
2006 2005 2004

Food sales $ — 3 — 3 —
Franchise and other revenue 4,554 4,548 4,190
Intersegment revenue — — —
Total Revenues $ 4554 $ 4548 $ 4,190
Food cost n/a n/a n/a
Labor and benefits n/a n/a n/a
Operating expenses n/a n/a n/a

Segment Profit (Loss) $ (76,766) $ (44,556) $ (35,181)

(@) Licensing revenue of $4,107,000, $3,747,000 and $3,455,000 for fiscal 2006, 2005 and 2004, respectively, is included in the Other
segment revenues. The Other segment loss includes corporate general and administrative expenses, interest expense and other
non-operational expenses. For details of the other segment loss, see Note 17, “Segment Reporting” in the Notes to Consolidated
Financial Statements.

Year Ended December 31, 2006 Compared to the Year Ended December 25, 2005
Restaurant Segments Overview

The operating results of the restaurant segments are impacted mainly by the following industry-wide factors: competition, comparable
store sales and guest counts, restaurant openings and closings, labor and employee benefit expenses, commodity prices, energy prices,
governmental legislation, general economy and weather.

Marie Callender’s comparable restaurant sales increased by 0.4% in 2006 as compared to 2005, due primarily to an increase in take-
out whole pie sales. Combined restaurant segment income increased $19,757,000 in 2006 compared to a year ago, primarily due to the
inclusion of $25,149,000 of income from Perkins restaurants in 2006 versus $4,624,000 in 2005. Marie Callender’s restaurant segment
income decreased $768,000 in 2006 primarily as a result of an increase in marketing spending in 2006, plus higher workers’
compensation insurance expense.

During 2006, the Company opened one Perkins restaurant and one Marie Callender’s restaurant, obtained three Perkins restaurants
from franchisees, obtained one Marie Callender’s restaurant from a franchisee, closed three Marie Callender’s restaurants, and closed
no Perkins restaurants.

Foxtail Segment Overview

The operating results of Foxtail are impacted mainly by the following factors: external customer base, labor and employee benefit
expenses, commaodity prices, energy prices, governmental legislation, Perkins and Marie Callender’s restaurant openings and closings,
food safety requirements and the general economy.

Foxtail’s net sales increased $33,148,000 over the prior year. The increase was primarily due to the inclusion of revenues of

$45,850,000 from Perkins in 2006 versus $13,620,000 in 2005. Segment income of $8,255,000 in 2006 increased $3,364,000 over the
prior year due to the inclusion of Perkins’ segment income of $6,336,000 in 2006 versus $2,487,000 in 2005.
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Franchise Segments Overview

The operating results of the franchise segments are mainly impacted by the same factors as those impacting the Company’s restaurant
segments, excluding the operating cost factors since franchise segment income is earned primarily through royalty income.

Franchise revenues increased $16,431,000 in 2006 compared to a year ago. The overall increase was primarily due to the inclusion of
revenues of $22,052,000 from Perkins in 2006 versus $5,418,000 in 2005. Marie Callender’s franchise revenues decreased $203,000
in 2006 compared to 2005 due to a reduction in the average number of franchise stores in operation to 47.0 in 2006 from 49.0 in 2005.

During 2006, franchisees opened five Perkins restaurants, closed eleven Perkins restaurants and did not open or close any Marie
Callender’s restaurants. Three franchised Perkins restaurants and one franchised Marie Callender’s restaurant were obtained by the
Company.

Revenues

Consolidated net sales increased $272,717,000 in 2006 compared to 2005. The increase was primarily due to the inclusion of revenues
of $363,664,000 from Perkins in 2006 versus $92,546,000 in 2005. Based on the pro-forma data (provided in Note 4 of the financial
statements), net sales of $594,190,000 in 2006 are 0.5% higher than the pro-forma sales of $591,060,000 in 2005. Aside from the
impact of the full year inclusion of Perkins, revenues for 2006 also increased slightly due to a $1,599,000 increase in Marie
Callender’s sales, representing a 0.7% increase from 2005.

Marie Callender’s restaurant sales accounted for 36.4% and 67.0% of total sales in 2006 and 2005, respectively. The decrease in Marie
Callender’s restaurant sales as a percentage of total sales was due largely to the inclusion of Perkins’ revenues for all of 2006 versus
inclusion for only approximately one quarter in 2005.

Marie Callender’s had a comparable sales increase of 0.4% in 2006, which included an average menu price increase of 2.0%.
Comparable sales computations for a given year are based on net sales of stores that are open for at least one full fiscal year prior to
the start of the comparative year. Sales of closed stores are excluded for all periods in the computation.

Additional restaurant sales growth in 2006 was provided by an increase in the number of operating locations: 155 Perkins restaurants
and 92 Marie Callender’s restaurants in operation at the end of 2006 compared to 151 Perkins restaurants and 93 Marie Callender’s
restaurants at the end of 2005. The additional Perkins restaurants in 2006, which include three conversions of franchise stores to
Company-operated stores, are all located in existing markets in Minnesota and Florida. During 2006, no Company-operated Perkins
restaurants were closed, but three underperforming Marie Callender’s restaurants were.

Foxtail operations historically managed by WRG (“Corona”) and Foxtail operations historically managed by Perkins (“Cincinnati”)
are combined into one segment for reporting purposes. Foxtail sales accounted for 8.5% and 5.4% of total sales in 2006 and 2005,
respectively. Foxtail sales increased $33,148,000 in 2006 versus 2005. The increase was primarily due to the inclusion of $45,850,000
of revenues from the Cincinnati operations in 2006 versus $13,620,000 in 2005.

Perkins franchise revenues accounted for 3.7% and 1.7% of total revenues in 2006 and 2005, respectively. Marie Callender’s franchise
revenues accounted for 0.8% and 1.6% of total revenues in 2006 and 2005, respectively. The percentage increase for Perkins in 2006
is driven by the inclusion of $22,052,000 in Perkins franchise revenues in 2006 versus $5,418,000 in approximately one quarter of
2005.

Costs and Expenses

Food Cost

Consolidated food cost was 26.9% and 28.0% of sales in 2006 and 2005, respectively.

In Perkins restaurant segment, food cost was 25.1% and 26.6% of sales in 2006 and 2005, respectively. Restaurant food cost decreased

significantly due to the impact of increased menu prices and the greater proportion of holiday bakery sales during the stub period in
2005.
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In Marie Callender’s restaurant segment, food cost was 29.9% and 30.5% of sales in 2006 and 2005, respectively. Restaurant food
cost decreased significantly during 2006 due to the impact of increased menu prices plus the impact of a kitchen audit program in
place throughout 2006.

Marie Callender’s food cost percentage is traditionally higher than Perkins, primarily as a result of a greater portion of sales that are
derived from lunch and dinner items, which typically carry higher food costs than breakfast items. In 2006, slightly more than 50% of
Perkins restaurant sales were derived from breakfast, whereas less than 5% of Marie Callender’s mix was attributed to breakfast.

Foxtail segment food cost was 56.9% and 58.3% of sales in 2006 and 2005, respectively. This 1.4 percentage point decrease resulted
primarily from the shift in sales mix due to lower 2006 sales to outside customers.

Labor and Benefits Expenses

Consolidated labor and benefits expenses were 31.2% and 31.1% of sales in 2006 and 2005, respectively. The labor and benefits ratio
decreased slightly in both restaurant segments in 2006, while

the Foxtail segment labor and benefits expense increased from 11.8% to 12.3% due to the inclusion of Cincinnati’s operating results
for all of 2006.

In the Perkins restaurant segment, labor and benefits were 36.3% and 36.4% of sales in 2006 and 2005, respectively. The labor and
benefits ratio for 2006 was less than the ratio for 2005 due to lower workers’ compensation costs and medical costs. The decrease was
partially offset by an increase in the average wage rate.

In Marie Callender’s restaurant segment, labor and benefits were 32.1% and 32.2% of sales in 2006 and 2005, respectively. The labor
and benefits cost percentage was lower in 2006 due to improved productivity in restaurant hourly labor as compared to 2005.

Operating Expenses

Approximately 94.2% of total operating expenses occurred in the Perkins and Marie Callender’s restaurant segments in 2006. The
most significant components of operating expenses were rent, utilities, advertising, restaurant supplies, repair and maintenance and
property taxes. Consolidated operating expenses were 25.3% and 26.6% of sales in 2006 and 2005, respectively. Perkins restaurant
segment operating expenses were 25.9% and 26.9% of sales in 2006 and 2005, respectively. Marie Callender’s restaurant segment
operating expenses were 30.0% and 29.0% of sales in 2006 and 2005, respectively. The fluctuation within Perkins restaurant segment
operating expenses for 2006 compared to 2005 was due mainly to higher rent as a percentage of sales during the lower average
volume sales of the stub period in 2005. The fluctuation within Marie Callender’s restaurant segment operating expenses for 2006
compared to 2005 was due mainly to higher advertising expenses.

Foxtail segment operating expenses as a percent of sales in 2006 and 2005 were 9.4% and 8.7%, respectively. The 0.7 percentage
point increase is primarily due to higher maintenance and utility costs.

General and Administrative Expenses

The most significant components of general and administrative (“G&A”) expenses were corporate labor and benefits, occupancy costs
and outside services. Consolidated G&A expenses represented 8.1% and 6.6% of sales in 2006 and 2005, respectively. The G&A ratio
for Perkins in 2005 was 8.9% compared to 5.4% for Marie Callender’s. The increase of 1.5 percentage points in the overall ratio is due
mainly to a full year’s inclusion of Perkins’ G&A in 2006, offset in part by synergies of the Combination. Due to the elimination of
the majority of WRG’s executive, managerial and administrative employees, a result of the Combination, the related wages and other
expenses of these positions declined significantly through the second half of 2006.

Depreciation and Amortization
Depreciation and amortization expense was $25,641,000 and $11,594,000 in 2006 and 2005, respectively. The increase in depreciation

and amortization in 2006 was due mainly to the inclusion of $17,708,000 of depreciation and amortization expense of Perkins in 2006
as compared to $3,589,000 in 2005.
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Asset Impairments and Closed Store Expenses

Asset impairments and closed store expenses consist primarily of the write-down to fair value for impaired stores and adjustments to
the reserve for closed stores. During 2006, we determined that impairment existed with respect to one Company-operated Perkins
restaurant. This determination was made based on our projections that the future cash flows of this restaurant would not exceed the
present carrying value of the assets. Accordingly, we recorded an impairment charge of $568,000 to adjust the book value of the assets
of the restaurant to fair value. PMCR leased an aircraft for use by the Company. In accordance with the terms of the lease, PMCR was
required to pay a termination value to the lessor upon termination of the lease.

Gain on Extinguishment of Debt

During 2006, prior to the Combination, the Company obtained repayment concessions from WRG’s subordinated debt lender resulting
in a gain on extinguishment of $12,600,000.

Interest, net

Interest, net was 6.1% of revenues in 2006 compared to 8.2% of revenues in 2005. The decrease is mainly due to the repayment of
WRG’s indebtedness with proceeds of the term loan obtained in connection with the May 2006 Combination of Perkins and WRG.
Interest rates on WRG’s indebtedness were significantly higher than the interest rates on the term loan.

Taxes

The effective federal and state income tax rates were 1.7% and -4.2% in 2006 and 2005, respectively. The Company has a valuation
allowance against deferred tax deductions, losses and credits. The effective rate for 2005 reflects a portion of losses benefited against
Perkins income, whereas in 2006 no tax benefit of the losses was recognized.

Year Ended December 25, 2005 Compared to the Year Ended December 30, 2004
Restaurant Segments Overview

The operating results of the restaurant segments are impacted mainly by the following industry-wide factors: competition, comparable
store sales and guest counts, restaurant openings and closings, labor and employee benefit expenses, commodity prices, energy prices,
governmental legislation, general economy and weather.

Marie Callender’s comparable sales for 2005 increased 3.1% as compared to 2004, as a result of increases slightly in excess of 3.0%
in both in-restaurant sales and take-out whole pie sales. Combined restaurant segment income increased $3,234,000 in 2005 compared
to 2004, due to the inclusion of $4,624,000 of Perkins restaurant segment income in 2005, which was partially offset by a decrease in
Marie Callender’s restaurant segment income of $1,390,000, or 12.2% in 2005. Marie Callender’s restaurant segment income decline
resulted from an overall increase in restaurant operating expenses, particularly in the cost categories of marketing expense, employee
medical costs (as a result of an unusually large number of high-dollar claims in 2005), and utilities expense, resulting from rate
increases.

During 2005, the Company closed one Perkins restaurant and one Marie Callender’s restaurant, converted one Company-operated
Perkins restaurant to a Perkins franchisee-operated restaurant, and did not open any new Perkins or Marie Callender’s restaurants.

Foxtail Segment Overview

The operating results of Foxtail are impacted mainly by the following factors: external customer base, labor and employee benefit
expenses, commaodity prices, energy prices, governmental legislation, Perkins and Marie Callender’s restaurant openings and closings,
food safety requirements and the general economy.

Foxtail sales increased $13,050,000 over the prior year. Sales increased significantly due to the inclusion of revenues of $13,620,000
from Cincinnati in 2005 versus no sales in 2004. Marie Callender’s sales decreased $570,000 over the prior year. Segment income of
$4,891,000 in 2005 increased $2,613,000 over the prior year, primarily due to the inclusion of Cincinnati’s segment income of
$2,487,000 in 2005 versus none in 2004.
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Franchise Segments Overview

The operating results of the franchise segments are mainly impacted by the same factors as those impacting the Company’s restaurant
segments, excluding the operating cost factors since franchise segment income is earned primarily through royalty income.

Combined franchise revenues increased $5,256,000 in 2005 compared to 2004. The increase was primarily due to the inclusion of
revenues of $5,418,000 from Perkins in 2005 versus none in 2004 and was partially offset by a decrease in Marie Callender’s
franchise revenues of $162,000 in 2005 compared to 2004, due to the closure of four franchised restaurants during 2005.

During 2005, franchisees opened two Perkins restaurants and no Marie Callender’s restaurants and franchisees closed five Perkins
restaurants and four Marie Callender’s restaurants.

Revenues

Consolidated net sales increased $92,713,000 in 2005 compared to 2004. The increase was primarily due to the inclusion of revenues
of $92,546,000 from Perkins in 2005 versus none in 2004.

Marie Callender’s restaurant sales accounted for 67.0% and 94.0% of total sales in 2005 and 2004, respectively. The decrease in Marie
Callender’s restaurant sales as a percentage of total sales was due largely to the inclusion of Perkins’ revenues for approximately one
quarter in 2005 versus no revenue inclusion in 2004.

Marie Callender’s comparable sales increased by 3.1% in 2005, which included an average menu price increase of 2.0%. Comparable
sales computations for a given year are based on net sales of stores that are open for at least one full fiscal year prior to the start of the
comparative year. Sales of closed stores are excluded for all periods in the computation.

Restaurant sales growth in 2005 was impacted positively by an increase in the number of operating locations: 151 Perkins restaurants
and 93 Marie Callender’s restaurants in operation at the end of 2005 compared to 94 Marie Callender’s restaurants in operation at the
end of 2004. During 2005, no new Company-operated Perkins or Marie Callender’s restaurants were opened. One underperforming
Perkins and one underperforming Marie Callender’s restaurants were closed.

Foxtail’s sales accounted for 5.4% and 1.9% of total sales in 2005 and 2004, respectively. Foxtail’s sales increased $13,050,000 in
2005 versus 2004, primarily due to the inclusion of $13,620,000 of revenues from the Cincinnati operations in 2005 versus none in
2004.

Marie Callender’s franchise revenues accounted for 1.6% and 2.3% of total revenues in 2005 and 2004, respectively. Perkins franchise
revenues of $5,418,000 accounted for 1.7% of the total revenues of 2005 versus none of the total revenues of 2004 and were partially
offset by a decrease of $162,000 in the Marie Callender’s franchise segment.

Costs and Expenses

Food Cost

Consolidated food cost was 28.0% and 28.3% of sales in 2005 and 2004, respectively.

In the Perkins restaurant segment, food cost was 26.6% of sales in 2005. In the Marie Callender’s restaurant segment, food cost was
30.5% of sales in both 2005 and 2004.

Marie Callender’s food cost percentage is traditionally higher than Perkins food cost percentage primarily as a result of a greater
portion of sales that are derived from lunch and dinner items, which typically carry higher food costs than breakfast items. In 2005,
slightly more than 50% of Perkins restaurant sales were derived from breakfast, whereas less than 5% of Marie Callender’s mix was
attributed to breakfast.

Foxtail segment food cost was 58.3% and 61.0% of sales in 2005 and 2004, respectively, with the decrease resulting primarily from
the inclusion in 2005 of the Cincinnati operations.
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Labor and Benefits Expenses
Consolidated labor and benefits expenses were 31.1% and 31.5% of sales in 2005 and 2004, respectively.

In the Perkins restaurant segment, labor and benefits were 36.4% of sales in 2005. In Marie Callender’s restaurant segment, labor and
benefits were 32.2% and 32.8% of sales in 2005 and 2004, respectively. The decline in the Marie Callender’s labor and benefits
expense percentage for 2005 as compared to 2004 was the result of a decrease in restaurant management incentive compensation
expense, plus improved productivity in restaurant hourly labor.

In the Foxtail segment, labor and benefits were 11.8% and 10.5% of sales in 2005 and 2004, respectively. This increase was due
almost entirely to the inclusion in 2005 of Cincinnati’s revenues of $13,620,000 and labor and benefit expenses of $2,123,000.

Operating Expenses

Approximately 96.1% of operating expenses occurred in the Perkins and Marie Callender’s restaurant segments in 2005. The most
significant components of operating expenses were rent, utilities, advertising, restaurant supplies, repair and maintenance and property
taxes. Consolidated operating expenses were 26.6% and 26.5% of sales in 2005 and 2004, respectively. 2005 operating expenses
include $21,617,000 of Perkins expenses versus no Perkins expenses in 2004. Marie Callender’s restaurant segment operating
expenses were 29.0% and 27.6% of sales in 2005 and 2004, respectively. The increase in Marie Callender’s restaurant segment
operating expenses resulted primarily from increases in the cost categories of marketing expense, employee medical costs (as a result
of an unusually large number of high-dollar claims in 2005), and utilities expense, resulting from rate increases.

Foxtail segment operating expenses as a percent of sales in 2005 and 2004 were 8.7% and 10.8%, respectively. The decrease in 2005
is primarily due to the inclusion in that year of net sales of $13,620,000 and operating expenses of $1,205,000 from the Cincinnati
operations in 2005 versus no impact from Cincinnati’s operations in 2004.

General and Administrative Expenses

The most significant components of G&A expenses were corporate labor and benefits, occupancy costs and outside services.
Consolidated G&A expenses represented 6.6% and 6.9% of sales in 2005 and 2004, respectively. The decrease in the ratio is mainly
due to a 17.1% decrease in Marie Callender’s G&A expenses in 2005 as compared to 2004 due primarily to unusually large legal fee
and settlement expenses in 2004, as well as from a lower management incentive compensation expense in 2005. The ratio for 2005
was negatively impacted by the inclusion of Perkins G&A expenses of $8,233,000, which were 8.9% of Perkins revenues, compared
to no inclusion in 2004.

Depreciation and Amortization

Depreciation and amortization expense was $11,594,000 and $8,312,000 in 2005 and 2004, respectively. The increase in depreciation
and amortization expense for 2005 is primarily due to the inclusion of $3,589,000 of expense in 2005 related to Perkins versus none in
2004.

Asset Impairments and Closed Store Expenses

Asset impairments and closed store expenses consist primarily of the write-down to fair value for impaired stores and adjustments to
the reserve for closed stores. A loss of $611,000 and $1,781,000 was recognized in 2005 and 2004, respectively.

Interest, net
Interest, net was 8.2% of revenues in 2005 compared to 8.6% of revenues in 2004. The decrease was primarily due to the inclusion of

Perkins debt and related interest expense for 2005. Interest rates on WRG’s indebtedness were significantly higher than the interest
rates on Perkins indebtedness.
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Taxes

The effective federal and state income tax rates were -4.2% and 0.2% in 2005 and 2004, respectively. The Company has a valuation
allowance against deferred tax deductions, losses and credits. The effective rate for 2005 reflects a portion of losses benefited against
Perkins income, whereas in 2004 no tax benefit of the losses was recognized.

CAPITAL RESOURCES AND LIQUIDITY

Our principal liquidity requirements are to service our debt and meet our working capital and capital expenditure needs. In conjunction
with the Acquisition, the Company issued $190,000,000 of unsecured 10% Senior Notes (“10% Senior Notes”) due October 1, 2013.
As of December 31, 2006, we had approximately $286,379,000 of debt outstanding consisting primarily of debt from the 10% Senior
Notes and the Term Loan.

The Company has a secured $40,000,000 revolving credit facility with a sub-limit for up to $25,000,000 of letters of credit. All
amounts under the Credit Agreement bear interest at floating rates based on the agent’s base rate or Eurodollar rates as defined in the
agreement. All indebtedness under the Credit Agreement is collateralized by a first priority lien on substantially all of the assets of the
Company and its wholly-owned subsidiaries. As of December 31, 2006, there were no borrowings and approximately $12,798,000 of
letters of credit outstanding under the Revolver. The letters of credit are primarily utilized in conjunction with our workers’
compensation programs.

Subject to our performance, which, if adversely affected, could adversely affect the availability of funds, we expect to be able to meet
our liquidity requirements for the next twelve months through cash provided by operations and through borrowings available under
our Revolver.

With respect to the Credit Agreement, restrictions are placed on the Company’s ability and the ability of our subsidiaries to (i) incur
additional indebtedness;(ii) create liens on our assets;(iii) make loans, advances, investments or acquisitions; (iv) engage in
mergers;(v) dispose of our assets;(vi) pay certain restricted payments and dividends;(vii) exchange and issue capital stock;(viii)
engage in certain transactions with affiliates;(ix) amend certain material agreements; and (x) enter into agreements that restrict our
ability or the ability of our subsidiaries to grant liens or make distributions.

Working Capital and Cash Flows

We currently have a negative working capital balance of $33.9 million. The negative working capital balance is primarily due to the
fact that any excess cash not needed immediately to pay for food and supplies or to finance receivables and inventory has typically
been used for capital expenditures and/or payments of long-term debt balances.

Operating activities

Cash provided by operating activities totaled $15,233,000 for 2006 compared to cash provided by operating activities of $19,148,000
for 2005. The decrease in cash flows from operating activities is primarily due to changes in operating assets and liabilities, mainly
other assets and accrued expenses,

Investing activities

Cash flows used in investing activities for 2006 was $18,013,000 compared to cash used in investing activities of $230,164,000 for
2005. During 2006, the primary cash outflow from investing activities was $19,562,000 of capital expenditures and the primary cash
inflow from investing activities was $1,549,000 of proceeds from the sale of assets. During 2005, the primary cash outflow from
investing activities was $10,079,000 of capital expenditures and $224,891,000 paid in conjunction with the Acquisition, which was
partially offset by cash acquired in conjunction with the Acquisition of $4,270,000. The primary cash inflows from investing activities
was $1,359,000 of proceeds from the sale of assets.

Financing activities

Cash flows provided by financing activities for 2006 were $7,861,000 compared to cash flows provided by financing activities of
$213,205,000 for 2005. During 2006, the primary cash flows included $111,941,000 of debt proceeds, $2,720,000 of debt issuance
costs, $112,467,000 of payments on our long-term debt and a $12,545,000 capital contribution from our parent. During 2005, the
primary cash flows included $190,029,000 of debt proceeds, $9,288,000 of debt issuance costs, $10,640,000 of payments on our long-
term debt and a $44,607,000 capital contribution from our parent.
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The following table sets forth cash flow data for the fiscal years ended December 31, 2006, December 25, 2005 and December 30,
2004:

Year Ended Year Ended Year Ended
December 31, December 25, December 30,
2006 2005 2004
Cash flows provided by operating activities $ 15233 $ 19,148 $ 3,855
Cash flows used in investing activities (18,013) (230,164) (5,193)
Cash flows provided by financing activities 7,861 213,205 31

The principal uses of cash during the year, other than the repayment of debt with proceeds of debt, were capital expenditures, debt
issuance costs and payments under our capital lease obligations. Capital expenditures consisted primarily of restaurant improvements
and remodels. The following table summarizes capital expenditures for each of the past three years (in thousands):

Year Ended Year Ended Year Ended
December 31, December 25, December 30,
2006 2005 2004

New restaurants $ 2,980 $ 69 $  —
Restaurant improvements 7,815 6,263 3,055
Remodeling and reimaging 6,963 3,065 775
Manufacturing 563 383 114
Other 1,241 299 1,737
Total Capital Expenditures $ 19,562 $ 10,079 $ 5,681

Our capital budget for 2007 is $23,600,000 and includes plans to open eight new Company-operated Perkins restaurants. The source
of funding for these expenditures is expected to be cash provided by operations and the revolving credit facility. Capital spending
could vary significantly from planned amounts as certain of these expenditures are discretionary in nature.

CASH CONTRACTUAL OBLIGATIONS AND OFF-BALANCE SHEET ARRANGEMENTS

Cash Contractual Obligations:

The following table represents our contractual commitments associated with our debt and other obligations as of December 31, 2006
(in thousands):

Fiscal Fiscal Fiscal Fiscal Fiscal

2007 2008 2009 2010 2011 Thereafter Total
Contractual Obligations
10% Senior Notes $ — $ —$ —$ —$ — $ 190,000 $ 190,000
Term Loan 1,000 1,000 1,000 1,000 1,000 94,500 99,500
Revolver — — — — — — —
Capital lease obligations 1,509 1,260 1,110 1,007 792 28,172 33,850
Operating leases 35,984 34,953 32,409 30,244 26,826 265,342 425,758
Interest on indebtedness (1) 27,069 26,988 26,907 26,826 26,745 43,442 177,977
Purchase commitments (2) 68,337 5,058 1,898 133 — — 75,426
Management fee (3) 5,576 5,576 5,576 5,408 3,576 3,576 29,288
Total contractual obligations $ 139475 $ 74835 $ 68,900 $ 64,618 $ 58,939 $ 625,032 $ 1,031,799

(1) Represents interest expense using the interest rate of 10.0% on the $190,000,000 of 10% Senior Notes and 8.11% on the
$99,500,000 Term Loan and assumes no borrowings are drawn under our Revolver. Excludes interest on capital lease obligations
and fees on any letters of credit that may be issued under our Credit Agreement.

(2) Primarily represents commitments to purchase food products for the restaurant and manufacturing segments.

(3) The company is obligated for management fees due to CHI; however, as long as the current lending agreements are in place, the
Company is limited as to the amount that can be paid each year.
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As of December 31, 2006, there were no borrowings and approximately $12,798,000 of letters of credit outstanding under the
Revolver. These letters of credit are primarily utilized in conjunction with our workers’ compensation program. Total minimum lease
payments under capital leases are $33,850,000, of which approximately $26,910,000 represents interest.

Additionally, the Company has arrangements with several different parties to whom territorial rights were granted in exchange for
specified payments. The Company makes specified payments to those parties based on a percentage of gross sales from certain
Perkins restaurants and for new Perkins restaurants opened within those geographic regions. During the year ended December 31,
2006, we paid and expensed an aggregate of approximately $2,799,000 under such arrangements. Three such arrangements are
currently in effect. Of these, one expires in the year 2075, one expires upon the death of the beneficiary, and the remaining
arrangement remains in effect as long as we operate Perkins restaurants in certain states.

RECENT ACCOUNTING PRONOUNCEMENTS

In February 2007, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards
(“SFAS”) No. 159 “The Fair Value Option for Financial Assets and Financial Liabilities, including an amendment of FASB Statement
No. 115” (“SFAS 159”). SFAS 159 permits entities to choose to measure many financial instruments and certain other items at fair
value that are not currently required to be measured at fair value. Unrealized gains and losses on items for which the fair value option
has been elected are reported in earnings. SFAS 159 does not affect any existing accounting literature that requires certain assets and
liabilities to be carried at fair value. We will be required to adopt this standard in the first quarter of fiscal 2009. Management is
currently evaluating the requirements of SFAS 159 and has not yet determined the impact on the consolidated financial statements.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 158, Employer’s Accounting for Defined
Benefit Pension and Other Postretirement Plans — an amendment of FASB Statements No. 87, 88, 106, and 132(R) (“FASB 158”).
This Statement requires 1) the recognition of the funded status of defined benefit and postretirement plans in the balance sheet; 2)
recognition of deferred actuarial gains and losses and the prior service costs and credits through other comprehensive income, net of
tax; and 3) measurement of assets and obligations as of the balance sheet date beginning in 2008. The funded status of such plans must
be recognized in the balance sheet as of the end of the fiscal year for years ending after December 15, 2006. This statement became
effective for the Company at the end of the 2006 fiscal year. The implementation of this statement had no effect on the Company’s
financial position, results of operations or cash flows as it has no defined benefit plan or postretirement plan.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements (“SFAS 1577).
This standard establishes a framework for measuring fair value and expands disclosures about fair value measurement of a company’s
assets and liabilities. This standard also requires that the fair value measurement should be determined based on the assumptions that
market participants would use in pricing the asset or liability. SFAS 157 is effective for financial statements issued for fiscal years
beginning after November 15, 2007 and, generally, must be applied prospectively. The Company has not yet determined the impact of
the adoption of FASB 157 on its financial statements.

In September 2006, the SEC staff issued Staff Accounting Bulletin (SAB) Topic 1N (SAB 108), “Financial Statements — Considering
the Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements,” which is effective for
calendar year companies as of December 31, 2006. SAB 108 provides guidance on how prior year misstatements should be taken into
consideration when quantifying misstatements in current year financial statements for purposes of determining whether the financial
statements are materially misstated. Under this guidance, companies should take into account both the effect of a misstatement on the
current year balance sheet as well as the impact upon the current year income statement in assessing the materiality of a current year
misstatement. Once a current year misstatement has been quantified, the guidance in SAB Topic 1M, “Financial Statements —
Materiality,” (SAB 99) should be applied to determine whether the misstatement is material. The implementation of SAB 108 did not
have an impact on the Company’s financial statements.

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes - an interpretation of FASB
Statement No. 109 (“FIN 48”). FIN 48 clarifies the accounting for uncertain income tax positions accounted for in accordance with
Statement of Financial Accounting Standards (“SFAS”) No. 109. The interpretation stipulates recognition and measurement criteria in
addition to classification and interim period accounting and significantly expanded disclosure provisions for uncertain tax positions
that are expected to be taken in a company’s tax return. FIN 48 is effective for fiscal years beginning after December 15, 2006. The
impact of the adoption of FIN 48 was not material to the consolidated financial statements.
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In June 2006, the FASB Emerging Issues Task Force (“EITF”) issued EITF No. 06-3, How Taxes Collected from Customers and
Remitted to Governmental Authorities Should Be Presented in the Income Statement (That Is, Gross Versus Net Presentation), (“EITF
No. 06-3”). The EITF reached a consensus that a company should disclose its accounting policy (i.e., gross or net presentation)
regarding presentation of taxes within the scope of EITF No. 06-3. If taxes included in gross revenues are significant, a company
should disclose the amount of such taxes for each period for which a statement of operations is presented. The consensus is effective
for the first annual or interim reporting period beginning after December 15, 2006. The disclosures are required for annual and interim
financial statements for each period for which an income statement is presented. This pronouncement requires only the presentation of
additional disclosures and will not have an impact on the consolidated financial statements.

In December 2004, the FASB issued SFAS No. 123 (revised 2004), Share-Based Payment (“SFAS No. 123(R)”). This statement
requires that the cost resulting from all share-based payment transactions be recognized in the financial statements. It requires entities
to apply a fair-value-based measurement method in accounting for share-based payment transactions with employees, except for
equity instruments held by employee share ownership plans. The statement also establishes fair value as the measurement objective
for transactions in which an entity acquires goods or services from nonemployees in share-based payment transactions. This statement
became effective for the Company with the beginning of the 2006 fiscal year. The implementation of this statement had no effect on
the Company’s financial position, results of operations or cash flows as it has no stock-based compensation.

IMPACT OF INFLATION

We do not believe that our operations are affected by inflation to a greater extent than are the operations of others within the restaurant
industry. In the past, we have generally been able to offset the effects of inflation through selective menu price increases.

IMPACT OF GOVERNMENTAL REGULATION

A majority of our employees are paid hourly rates as determined by federal and state minimum wage rate laws. Future increases in
these rates could materially affect our cost of labor. Additionally, the imposition by federal or state governments of requirements for
employee health insurance different from our existing programs could materially impact our total employee benefit costs. We are
subject to various other regulatory requirements from federal, state and local organizations. The Occupational Safety and Health
Administration, the Food and Drug Administration, the Environmental Protection Agency and other governmental agencies all
maintain regulations with which we are required to comply.

ACCOUNTING REPORTING PERIOD

Our financial reporting is based on thirteen four-week periods ending on the last Sunday in December. The first quarter each year
includes four four-week periods and, typically, the second, third and fourth quarters include three four-week periods. In 2006, as is the
case every six years, the fourth quarter included two four-week periods and one five-week period. The first, second, third and fourth
quarters of 2006 ended April 16, July 9, October 1, and December 31, respectively.

For fiscal 2004, the financial reporting period includes the fifty-three weeks ended December 30, 2004. For fiscal 2005, for WRG the
financial reporting period includes the fifty-two week period ended December 29, 2005, and for Perkins the period from September
21, 2005 through December 25, 2005.

RECLASSIFICATIONS

Certain reclassifications have been recorded on the December 25, 2005 consolidated balance sheet. In connection with the final
accounting for the Acquisition, which was accounted for using the purchase method, it was determined during 2006 that $110,600,000
of intangible assets representing the estimated fair value of the registered Perkins tradenames and trademarks previously reported as a
component of Goodwill are to be reported in the consolidated balance sheets as a component of Intangible Assets. Also, $11,002,000
of funds placed in escrow in connection with the Acquisition, previously presented as offsetting current assets and current liabilities on
the Company’s consolidated balance sheets, have been eliminated from the balance sheet presentation. Finally, $2,845,000 of deferred
tax assets have been netted against the deferred tax liabilities on the Company’s consolidated balance sheets.
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INFORMATION CONCERNING FORWARD LOOKING STATEMENTS

This annual report in Form 10-K contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These statements,
written, oral or otherwise made, may be identified by the use of forward-looking terminology such as “anticipate,” “believe,”
“continue,” “could,” “estimate,” “expect,” “intend,” “may,” “might,” “plan,” “potential,” “predict,” “should” or “will,” or the negative
thereof or other variations thereon or comparable terminology.

We have based these forward-looking statements on our current expectations, assumptions, estimates and projections. While we
believe these expectations, assumptions, estimates and projections are reasonable, such forward-looking statements are only
predictions and involve known and unknown risks and uncertainties, many of which are beyond our control. These and other
important factors may cause our actual results, performance or achievements to differ materially from any future results, performance
or achievements expressed or implied by these forward-looking statements. These forward-looking statements include, among others,
the following:

» competitive pressures and trends in the restaurant industry;

 prevailing prices and availability of food, supplies and labor;

« relationships with franchisees and financial health of franchisees;

 general economic conditions and demographic patterns;

* our substantial indebtedness;

 our ability to integrate acquisitions;

» our development and expansion plans; and

 statements covering our business strategy.
Given these risks and uncertainties, you are cautioned not to place undue reliance on such forward-looking statements. The forward-
looking statements included in this Form 10-K are made only as of the date hereof. We do not undertake and specifically decline any
obligation to update any such statements or to publicly announce the results of any revisions to any of such statements to reflect future
events or developments.
Item 7A. Quantitative and Qualitative Disclosures About Market Risk.
We are subject to changes in interest rates, foreign currency exchange rates and certain commaodity prices.
Interest Rate Risk. Our primary market risk is interest rate exposure with respect to our floating rate debt. Our Credit Agreement may
require us to employ a hedging strategy through derivative financial instruments to reduce the impact of adverse changes in interest
rates. We do not plan to hold or issue derivative instruments for trading purposes. In the future, we may enter into other interest rate
swaps to manage the risk of our exposure to market rate fluctuations. As of December 31, 2006, our Revolver will permit borrowings
of up to approximately $27,202,000 (after giving effect to $12,798,000 in letters of credit outstanding). For the year ended December
31, 2006, after giving effect to the Revolver, which carries a variable interest rate, a 100 basis point change in interest rate (assuming
$40,000,000 was outstanding under this Credit Agreement) would have impacted us by $400,000.
Foreign Currency Exchange Rate Risk. We conduct foreign operations in Canada. As a result, we are subject to risk from changes in
foreign exchange rates. These changes result in cumulative translation adjustments, which are included in accumulated and other
comprehensive income (loss). We do not consider the potential loss resulting from a hypothetical 10% adverse change in quoted
foreign currency exchange rates, as of December 31, 2006, to be material.
Commodity Price Risk. Many of the food products and other operating essentials purchased by us are affected by commodity pricing

and are, therefore, subject to price volatility caused by weather, production problems, delivery difficulties and other factors that are
beyond our control. Our supplies and raw materials are available from several sources and we are not dependent upon any single
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source for these items. If any existing suppliers fail, or are unable to deliver in quantities required by us, we believe that there are
sufficient other quality suppliers in the marketplace such that our sources of supply can be replaced as necessary. At times we enter
into purchase contracts of one year or less or purchase bulk quantities for future use of certain items in order to control commodity-
pricing risks. Certain significant items that could be subject to price fluctuations are beef, pork, coffee, eggs, dairy products, wheat
products and corn products. We believe that we will be able to pass through increased commodity costs by adjusting menu pricing in
most cases. However, we believe that any changes in commodity pricing that cannot be offset by changes in menu pricing or other
product delivery strategies would not be material.

Item 8. Financial Statements and Supplementary Data.
RESPONSIBILITY FOR FINANCIAL STATEMENTS
Our management is responsible for the preparation, accuracy and integrity of the financial statements.

These statements have been prepared in accordance with accounting principles generally accepted in the United States of America
consistently applied, in all material respects, and reflect estimates and judgments by management where necessary.

We maintain a system of internal accounting control that is adequate to provide reasonable assurance that transactions are executed
and recorded in accordance with management’s authorization and that assets are safeguarded.

33



Report of Independent Registered Public Accounting Firm
To the Board of Directors of Perkins & Marie Callender’s Inc.:

We have audited the accompanying consolidated balance sheet of Perkins & Marie Callender’s Inc. and subsidiaries (the “Company”)
as of December 31, 2006, and the related consolidated statements of operations, stockholder’s investment, and cash flows for the year
then ended. Our audit also included the financial statement schedule listed in the Index at Item 15(a)(2) as of and for the year ended
December 31, 2006. These financial statements and financial statement schedule are the responsibility of the Company’s management.
Our responsibility is to express an opinion on the financial statements and financial statement schedule based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audit included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Perkins & Marie
Callender’s Inc. and subsidiaries as of December 31, 2006, and the results of their operations and their cash flows for the year then
ended, in conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, such
financial statement schedule as of and for the year ended December 31, 2006, when considered in relation to the basic consolidated
financial statements taken as a whole, presents fairly in all material respects the information set forth therein.

/s/ Deloitte & Touche LLP

Memphis, Tennessee
June 25, 2007

34



Report of Independent Registered Public Accounting Firm
The Board of Directors and Stockholders of Perkins & Marie Callender’s Inc.:

We have audited the accompanying consolidated balance sheet of Perkins & Marie Callender’s Inc. (formerly known as Wilshire
Restaurant Group, Inc. and The Restaurant Company) as of December 25, 2005, and the related consolidated statements of operations,
stockholder’s investment, and cash flows for the years ended December 25, 2005 and December 30, 2004. Our audits also included the
financial statement schedule listed in Item 15(a) in this Annual Report on Form 10-K. These financial statements and financial
statement schedule are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. We were not engaged to perform an audit of the Company’s internal control over financial reporting. Our audit
included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements and financial statement schedule referred to above present fairly, in all material respects, the
consolidated financial position of Perkins & Marie Callender’s Inc. at December 25, 2005, and the consolidated results of its
operations and its cash flows for the years ended December 25, 2005 and December 30, 2004, in conformity with U.S. generally
accepted accounting principles.

/sl Ernst & Young LLP

Memphis, Tennessee
June 25, 2007
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REVENUES:
Food sales

PERKINS & MARIE CALLENDER’S INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands)

Franchise and other revenue

Total Revenues

COSTS AND EXPENSES:
Cost of sales (excluding depreciation shown below):

Food cost
Labor and benefits

Operating expenses
General and administrative

Transaction costs

Depreciation and amortization

Interest, net
Asset impairments

Gain on extinguishment of debt

Other, net

Total Costs and Expenses
Loss before income taxes and minority interests
(Provision for) benefit from income taxes

Minority interests
NET LOSS

Year Ended Year Ended Year Ended
December 31, December 25, December 30,
2006 2005 2004
$ 562,742 $ 306,462 $ 219,363
31,448 15,011 9,397
594,190 321,473 228,760
159,751 90,095 64,776
185,405 99,841 71,951
150,102 85,485 60,669
48,188 21,242 15,697

5,674 867 —
25,641 11,594 8,312
36,197 26,362 19,665
3,089 611 1,781
(12,642) (565) —
1,509 1,181 1,481
602,914 336,713 244,332
(8,724) (15,240) (15,572)
(155) 638 (26)
(493) (629) (720)

$ (9372) $ (15231) $ (16,318)

The accompanying notes are an integral part of these consolidated financial statements.
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PERKINS & MARIE CALLENDER’S INC.

CONSOLIDATED BALANCE SHEETS
(in thousands)

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Restricted cash
Receivables, less allowances for doubtful accounts of $1,624 and $1,683 in 2006 and
2005, respectively
Inventories
Prepaid expenses and other current assets
Escrow deposits
Total current assets
PROPERTY AND EQUIPMENT, net of accumulated depreciation and amortization
INVESTMENTS IN UNCONSOLIDATED PARTNERSHIPS
GOODWILL
INTANGIBLE ASSETS, net of accumulated amortization
DEFERRED INCOME TAXES
OTHER ASSETS

LIABILITIES AND STOCKHOLDER’S INVESTMENT

CURRENT LIABILITIES:

Accounts payable

Accrued expenses

Accrued income taxes

Franchise advertising contributions

Current maturities of long-term debt and capital lease obligations

Total current liabilities
CAPITAL LEASE OBLIGATIONS, less current maturities
LONG-TERM DEBT, less current maturities
DEFERRED INCOME TAXES
DEFERRED RENT
OTHER LIABILITIES
MINORITY INTEREST IN CONSOLIDATED PARTNERSHIPS
STOCKHOLDER’S INVESTMENT:
Common stock, $.01 par value, 100,000 shares authorized, 10,820 issued and outstanding
Additional paid-in capital
Notes secured by stock
Other comprehensive income
Accumulated deficit
Total stockholder’s investment

The accompanying notes are an integral part of these consolidated financial statements.
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December 31, 2006

December 25, 2005

$ 9,069
11,193

18,316
10,996
4,824
54,398
91,044
238
30,038
156,792
708
13,627
$ 346,845

$ 22,799
58,288

75

5,392

1,706
88,260
6,249
286,379

9,768
11,785
75

1
136,131

13
(191,816)
(55.671)

$ 346,845

$ 3,988
8,225

16,108
11,328
4,333
7,160
51,142
78,515
311
43,449
158,688

14,171

$ 346,276

$ 21814
53,569

4,752
3,311
83,446
6,939
293,138
9,728
7,440
5,238
177

1
123,907

(1,308)
14

(182.444)
(59.830)
$ 346,276



PERKINS & MARIE CALLENDER’S INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDER’S INVESTMENT
(in thousands)

Accumulated

Capital in Additional Notes Other Retained
Preferred Common  Excessof  Treasury Paid-in Secured Comprehensive Earnings
Stock Stock Par Value Stock Capital By Stock Income (Deficit) Total

Balance at December 25,
2003 $ 56557 $ — 3 8205 $ (137) $ — $ (1113) % — $ (150,895) $ (87,383)
Accrued interest on notes

secured by stock — — — — — (92) — — (92)
Stock issuance 6,720 — — — — — — — 6,720
Warrant issuance — — 1,454 — — — — — 1,454
Net loss — — — — — — — (16,318) (16,318)
Balance at December 30,

2004 63,277 — 9,659 (137) — (1,205) — (167,213) (95,619)
Accrued interest on notes

secured by stock — — — — — (103) — — (103)
Capital contribution and

business combination (63,277) 1 (9,659) 137 123,907 — — — 51,109
Net loss — — — — — — — (15,231) (15,231)
Currency translation

adjustment — — — — — — 14 — 14
Total comprehensive loss — — — — — — — — (15,217)
Balance at December 25,

2005 — 1 — — 123,907 (1,308) 14 (182,444) (59,830)
Capital contribution — — — — 12,545 — — — 12,545
Net loss — — — — — — — (9,372) (9,372)
Currency translation

adjustment — — — — — — 1) — 1)
Total comprehensive loss — — — — — — — (9,373)
Note forgiveness — — — — (321) 1,308 987
Balance at December 31,

2006 $ — 1 $ — — $136,131 $ — 3 13 $ (191,816) $  (55671)

The accompanying notes are an integral part of these consolidated financial statements.
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PERKINS & MARIE CALLENDER’S INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended Year Ended Year Ended
December 31, December 25, December 30,
2006 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (9372) $ (15,231) $ (16,318)
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 25,641 11,594 8,312
Amortization of discount 321 74 —
Other non-cash income and expense items 6,690 12,437 97)
Gain on extinguishment of debt (12,642) (565) —
(Gain) loss on disposition of assets 665 (704) 209
Asset write-down 2,058 1,315 1,572
Minority interests 493 629 720
Equity in net loss of unconsolidated partnerships 73 (54) 9
Net changes in operating assets and liabilities 1,306 8,830 9,448
Total adjustments 24,605 33,556 20,173
Net cash provided by operating activities 15,233 18,325 3,855
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash paid for property and equipment (19,562) (10,079) (5,681)
Acquisition of business, net of cash acquired of $4,270 — (220,621) —
Proceeds from sale of assets 1,549 1,359 488
Net cash used in investing activities (18,013) (229,341) (5,193)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments under capital lease obligations (895) (798) (1,017)
Payments on long-term debt (112,467) (10,640) (42,005)
Proceeds from long-term debt 111,941 190,029 40,000
Debt issuance costs (2,720) (9,288) —
Distributions to minority partners (543) (602) (875)
Accrued interest on convertible promissory notes — — 120
Accrued interest on notes secured by stock — (103) (92)
Capital contribution from parent 12,545 44,607 3,900
Net cash provided by financing activities 7,861 213,205 31
Net increase (decrease) in cash and cash equivalents 5,081 2,189 (1,307)
CASH AND CASH EQUIVALENTS:
Balance, beginning of year 3,988 1,799 3,106
Balance, end of year $ 9,069 3 3988 $ 1,799

The accompanying notes are an integral part of these consolidated financial statements.
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PERKINS & MARIE CALLENDER’S INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

(1) ORGANIZATION:
Organization —

Perkins & Marie Callender’s Inc. (formerly known as The Restaurant Company (“TRC”), together with its consolidated subsidiaries,
the “Company,” or “PMCI™), is a wholly-owned subsidiary of Perkins & Marie Callender’s Holding Inc. (“PMCH?”), formerly known
as The Restaurant Holding Corporation. The Company is the sole stockholder of Perkins & Marie Callender’s Realty LLC, formerly
known as TRC Realty LLC, (“PMCR?”), Perkins & Marie Callender’s of Minnesota, Inc., formerly known as The Restaurant Company
of Minnesota, (“PMCM?”), Perkins Finance Corp. and Wilshire Restaurant Group, LLC (“WRG”).

The Company operates two restaurant concepts: (1) full-service family dining restaurants located primarily in the Midwest, Florida
and Pennsylvania under the name Perkins Restaurant and Bakery (“Perkins”), which were historically owned by Perkins and (2) mid-
priced, casual-dining restaurants, specializing in the sale of pie and other bakery items, located primarily in the western United States
under the name Marie Callender’s Restaurant and Bakery (“Marie Callender’s™), which were historically owned by WRG.

Our Perkins restaurants serve a wide variety of high quality, moderately priced breakfast, lunch, and dinner entrees and bakery
products and operate under the names “Perkins Restaurant and Bakery,” “Perkins Family Restaurant,” “Perkins Family Restaurant and
Bakery” and “Perkins Restaurant.” Perkins restaurants provide table service and are open seven days a week. Perkins restaurants
conduct business in 34 states with the largest number of restaurants in Minnesota, Florida, Pennsylvania, Ohio, and Wisconsin. There
are sixteen franchised restaurants located in Canada.

Our Marie Callender’s restaurants serve a variety of high quality, moderately priced lunch and dinner entrees and pies and operate
under the name “Marie Callender’s Restaurant and Bakery,” “Marie Callender’s Grill,” and “Callender’s Grill.” Marie Callender’s
restaurants provide table service and are open seven days a week. Marie Callender’s restaurants conduct business in ten states, with
the largest number of restaurants in California. There is one franchised restaurant located in Mexico.

Through Foxtail, our manufacturing segment, we also offer cookie doughs, muffin batters, pancake mixes, pies and other food
products for sale to food service distributors and for sale to our Company-operated and franchised restaurants.

Wilshire Restaurant Group —

WRG, a Delaware limited liability company, owns 100% of the outstanding common stock of Marie Callender Pie Shops, Inc.
(“MCPSI”), a California corporation. MCPSI owns and operates restaurants and has granted franchises under the name Marie
Callender’s and Marie Callender’s Grill. MCPSI also owns 100% of the outstanding common stock of M.C. Wholesalers, Inc., a
California corporation. M.C. Wholesalers, Inc. operates a commissary that produces bakery goods. MCPSI also owns 100% of the
outstanding common stock of FIV Corp., a Delaware corporation. FIV Corp. owns and operates one restaurant under the name East
Side Mario’s.

Perkins & Marie Callender’s Realty LLC —

PMCR is a 100% owned subsidiary of the Company. PMCR was originally formed for the sole purpose of operating of an airplane
that was used for business purposes of the Company. The airplane lease was terminated in 2006 and PMCR has no operations and
does not have any revenues or assets.

Perkins Finance Corp. —

Perkins Finance Corp. (“PFC”) is a wholly-owned subsidiary of the Company, and was created solely to act as the co-issuer of

previously issued senior notes, which were redeemed in August, 2005. PFC has no operations and does not have any revenues or
assets.
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Perkins & Marie Callender’s of Minnesota, Inc. —

On September 30, 2000, we contributed all of the restaurant, office and related assets owned by us and used in our operations in
Minnesota and North Dakota and all of our trademarks and service marks to PMCM, a newly created, wholly-owned subsidiary.
PMCM was formed to conduct our operations in Minnesota and North Dakota as well as manage the rights and responsibilities related
to the contributed trademarks and service marks. PMCM granted us a license to use, and the right to license others to use, the
trademarks and service marks used in the Perkins system. PMCM merged into the Company on February 1, 2007.

Basis of Presentation —

On May 3, 2006, WRG and Perkins, under the common control of Castle Harlan, were combined (the “Combination”). Pursuant to a
stock purchase agreement (the “Stock Purchase Agreement”), the Company purchased all of the outstanding stock of WRG, and the
shareholders of WRG received equity interests in P&MC Holding LLC in exchange for their WRG stock. From September 21, 2005
(date of common control) through May 3, 2006, both Perkins and WRG were portfolio companies under the common control of Castle
Harlan; therefore, the financial statements of both entities are presented retroactively on a consolidated basis, in a manner similar to a
pooling of interest, from September 21, 2005, the first date at which both companies were under common control. This transaction is
described more fully in Note 4, “Combination of Companies Under Common Control.”

The consolidated financial statements of the Company previously reported for periods prior to September 21, 2005 have been restated
in accordance with this change in reporting entity.

Certain reclassifications have been recorded on the December 25, 2005 consolidated balance sheet. In connection with the final
accounting for the Acquisition, which was accounted for using the purchase method, it was determined during 2006 that $110,600,000
of intangible assets representing the estimated fair value of the registered Perkins tradenames and trademarks previously reported as a
component of Goodwill are to be reported in the consolidated balance sheets as a component of Intangible Assets. Also, $11,002,000
of funds placed in escrow in connection with the Acquisition, previously presented as offsetting current assets and current liabilities on
the Company’s consolidated balance sheets, have been eliminated from the balance sheet presentation. Finally, $2,845,000 of deferred
tax assets have been netted against the deferred tax liabilities on the Company’s consolidated balance sheets.

Accounting Reporting Period —

Our financial reporting is based on thirteen four-week periods ending on the last Sunday in December. The first quarter each year
includes four four-week periods and, typically, the second, third and fourth quarters include three four-week periods. In 2006, as is the
case every six years, the fourth quarter included two four-week periods and one five-week period. The first, second, third and fourth
quarters of 2006 ended April 16, July 9, October 1, and December 31, respectively.

For fiscal 2004, the financial reporting period includes the fifty-three weeks ended December 30, 2004. For fiscal 2005, for WRG the
financial reporting period includes the fifty-two week period ended December 29, 2005, and for Perkins the period from September
21, 2005 through December 25, 2005.

The accompanying consolidated financial statements include the financial results of WRG for fiscal years 2006, 2005 and 2004
combined with the financial results of Perkins for the period September 21, 2005 (date of common control) through December 25,
2005 in fiscal year 2005 and the financial results of Perkins for all of fiscal year 2006. All material intercompany transactions have
been eliminated in consolidation.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Estimates —

The presentation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.
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Concentration of Credit Risk —

Financial instruments, which potentially expose us to concentrations of credit risk, consist principally of franchisee and Foxtail
accounts receivable. We perform ongoing credit evaluations of our franchisees and Foxtail customers and generally require no
collateral to secure accounts receivable. The credit review is based on both financial and non-financial factors. Based on this review,
we provide for estimated losses for accounts receivable that are not likely to be collected. Although we maintain good relationships
with our franchisees, if average sales or the financial health of significant franchises were to deteriorate, we might have to increase our
reserves against collection of franchise revenues.

Additional financial instruments that potentially subject us to a concentration of credit risk are cash and cash equivalents. At times,
cash balances may be in excess of FDIC insurance limits. The Company has not experienced any losses with respect to bank balances
in excess of government provided insurance.

Cash Equivalents —
We consider all investments with an original maturity of three months or less to be cash equivalents.
Revenue Recognition —

Revenue at Company-operated restaurants is recognized as customers pay for products at the time of sale. Revenue recognition at
Foxtail occurs upon the shipment of product to the distributor.

Our franchisees are required to pay an initial fee to us when each franchise is granted. These fees are not recognized as income until
the restaurants open. We also receive franchise royalties ranging from one to six percent of the gross sales of each franchised
restaurant. These royalties are recorded as income in the period earned.

Advertising —

We recognize advertising expense in the operating expenses of the restaurant segments. Advertising expense was $20,267,000,
$9,404,000 and $5,890,000 for fiscal years 2006, 2005 and 2004, respectively.

Property and Equipment —

Major renewals and betterments are capitalized; replacements and maintenance and repairs that do not extend the lives of the assets
are charged to operations as incurred. Upon disposition, both the asset and the accumulated depreciation amounts are relieved, and the
related gain or loss is credited or charged to the statement of operations. Depreciation and amortization is computed primarily using
the straight-line method over the estimated useful lives unless the assets relate to leased property, in which case, the amortization
period is the shorter of the useful lives or the lease terms. A summary of the useful lives is as follows:

Years

Owned:

Land improvements 3—20

Buildings 20— 30

Leasehold improvements 3—20(a)

Equipment 1—7
Property under Capital Lease:

Buildings 20 (a)

(a) Depreciable life is limited to the lesser of the useful life of the asset or the term of the lease.
Goodwill and Intangible Assets —

We have approximately $186,830,000 of goodwill and intangible assets on our consolidated balance sheets. In accordance with SFAS
No. 142, “Goodwill and Other Intangible Assets,” we perform at least an annual assessment of goodwill and other indefinite-lived
intangibles for impairment at year end.

The changes in the carrying amount of goodwill during the year ended December 31, 2006 were due to purchase accounting
adjustments, primarily related to the step-up of fixed assets to fair market value, finalized in 2006.
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The Company has allocated its goodwill between the restaurant, franchise and Foxtail segments based on relative sales of the
Company-operated restaurants, franchise restaurants, and Foxtail. None of the goodwill acquired in conjunction with the Acquisition
is deductible for income tax purposes.

In conjunction with the acquisition in Note 3, the Company allocated $110,600,000 of the purchase price to non-amortizable
intangible assets that represent the estimated fair value of the registered Perkins tradenames and trademarks. The Company also
allocated $48,300,000 of the purchase price to amortizable identifiable intangible assets that represent (i) the estimated fair value of
the future after-tax earnings contribution of the Company’s portfolio of franchise agreements that is being amortized over the
franchise agreements’ remaining lives, which is estimated to be 25 years, and (ii) the estimated fair value of the customer relationships
developed within Foxtail that is being amortized over those relationships’ estimated beneficial lives, which is estimated to be 25 years.
Amortization expense of identifiable intangible assets was $1,975,000, $512,000 and $98,000 for 2006, 2005 and 2004, respectively.

Income Taxes —

Deferred income taxes are provided for the tax effect of temporary differences between the tax basis of assets and liabilities and their
reported amounts in the financial statements. We use the asset and liability method to account for income taxes, which requires
deferred taxes to be recorded at the statutory rate expected to be in effect when the taxes are paid. We record a valuation allowance to
reduce deferred tax assets to the balance that is more likely than not to be realized.

Preopening Costs —

In accordance with the American Institute of Certified Public Accountants issued Statement of Position (“SOP”) 98-5, “Reporting on
the Costs of Start-Up Activities,” we expense the costs of start-up activities as incurred.

Impairment of Long-Lived Assets —

Pursuant to Statement of Financial Accounting Standards (“SFAS”) No. 144 “Accounting for the Impairment or Disposal of Long-
Lived Assets,” we evaluate the recoverability of long-lived assets when events and circumstances indicate that assets might be
impaired. For such assets, we determine impairment by comparing the undiscounted future cash flows estimated to be generated by
these assets to their respective carrying amounts. Where an indication of impairment exists, we generally estimate undiscounted future
cash flows at the level of individual restaurants or manufacturing facilities. In the event an impairment exists, a loss is recognized
based on the amount by which the carrying value exceeds the fair value of the asset. Assets held for disposition are valued at the lower
of historical cost, net of accumulated depreciation, or fair market value less disposition cost.

Insurance Accruals —

We are self-insured up to certain limits for costs associated with workers’ compensation claims, property claims and benefits paid
under employee health care programs. At December 31, 2006 and December 25, 2005, we had total self-insurance accruals reflected
in our consolidated balance sheets of approximately $8,759,000 and $8,958,000, respectively. The measurement of these costs
required the consideration of historical loss experience and judgments about the present and expected levels of cost per claim. We
account for the workers” compensation costs primarily through actuarial methods, which develop estimates of the liability for claims
incurred, including those claims incurred but not reported. These methods provide estimates of future ultimate claim costs based on
claims incurred as of the consolidated balance sheet dates. We account for benefits paid under employee health care programs using
historical lag information as the basis for estimating expenses incurred as of the consolidated balance sheet dates. We believe the use
of actuarial methods to account for these liabilities provides a consistent and effective way to measure these highly judgmental
accruals. However, the use of any estimation technique in this area is inherently sensitive given the magnitude of claims involved and
the length of time until the ultimate cost is known. We believe that our recorded obligations for these expenses are consistently
measured on an appropriate basis. Nevertheless, changes in health care costs, accident frequency and severity and other factors can
materially affect the estimate for these liabilities.

Operating Leases —

Rent expense for the Company’s operating leases, some of which have escalating rentals over the term of the lease, is recorded on a
straight-line basis over the lease term, as defined in SFAS No. 13, Accounting for Leases, as amended. The lease term begins when the
Company has the right to control the use of the leased property, which may occur before rent payments are due under the terms of the
lease. The difference between rent expense and rent paid is recorded as deferred rent and is presented as such in the consolidated
balance sheets.
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Perkins Marketing Fund and Gift Card Fund —

The Company has maintained a marketing fund (the “Marketing Fund”) to pool the resources of the Company and its franchisees for
advertising purposes and to promote the Perkins brand in accordance with the system’s advertising policy. The Marketing Fund is
consolidated for reporting purposes. Accordingly, the Company has recorded $6,984,000 and $6,091,000 as of December 31, 2006
and December 25, 2005, respectively, of restricted cash on its balance sheet that represents the funds contributed by Perkins and the
franchisees specifically for the purpose of advertising. The Company has also recorded liabilities of approximately $1,262,000 and
$944,000 as of December 31, 2006 and December 25, 2005, respectively, for accrued advertising, which is included in accrued
expenses on the accompanying balance sheet, and approximately $5,392,000 and $4,752,000 as of December 31, 2006 and December
29, 2005, respectively, which represents franchisee contributions for advertising services not yet provided.

During 2005, the Company began marketing gift cards at both its Company-operated and franchised Perkins restaurants. In
conjunction with executing this concept, the Company created the Gift Card Fund that maintains a separate bank account where cash
inflows from gift card purchases and cash outflows from gift card redemptions and expenses are recorded. The Gift Card Fund is
consolidated with PMCI. Accordingly, the Company has recorded $4,209,000 and $2,134,000 of restricted cash and liabilities as of
December 31, 2006 and December 25, 2005, respectively, on its balance sheet that represents gift cards sold but not yet redeemed. The
operating expenses of the Gift Card Fund, which primarily consist of production costs of the cards and bank fees, are immaterial to the
Company as a whole. The Company has recorded no breakage on the gift cards.

Transaction Costs —

Transaction costs represent internal and external expenses related to both the Acquisition and the Combination. Transaction costs were
$5,674,000 and $867,000 for 2006 and 2005, respectively. These costs consisted of administrative, consultative and legal expenses
associated with the Acquisition and similar expenses incurred as a result of the Combination in 2006. There were no transaction costs
in 2004.

New Accounting Pronouncements —

In February 2007, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 159 “The Fair Value Option for Financial
Assets and Financial Liabilities, including an amendment of FASB Statement No. 115" (“SFAS 159”). SFAS 159 permits entities to
choose to measure many financial instruments and certain other items at fair value that are not currently required to be measured at
fair value. Unrealized gains and losses on items for which the fair value option has been elected are reported in earnings. SFAS 159
does not affect any existing accounting literature that requires certain assets and liabilities to be carried at fair value. We will be
required to adopt this standard in the first quarter of fiscal 2009. Management is currently evaluating the requirements of SFAS 159
and has not yet determined the impact on the consolidated financial statements.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 158, Employer’s Accounting for Defined
Benefit Pension and Other Postretirement Plans — an amendment of FASB Statements No. 87, 88, 106, and 132(R) (“FASB 158”).
This Statement requires 1) the recognition of the funded status of defined benefit and postretirement plans in the balance sheet; 2)
recognition of deferred actuarial gains and losses and the prior service costs and credits through other comprehensive income, net of
tax; and 3) measurement of assets and obligations as of the balance sheet date beginning in 2008. The funded status of such plans must
be recognized in the balance sheet as of the end of the fiscal year for years ending after December 15, 2006. This statement became
effective for the Company at the end of the 2006 fiscal year. The implementation of this statement had no effect on the Company’s
financial position, results of operations or cash flows as it has no defined benefit plan or postretirement plan.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements (“SFAS 1577).
This standard establishes a framework for measuring fair value and expands disclosures about fair value measurement of a company’s
assets and liabilities. This standard also requires that the fair value measurement should be determined based on the assumptions that
market participants would use in pricing the asset or liability. SFAS 157 is effective for financial statements issued for fiscal years
beginning after November 15, 2007 and, generally, must be applied prospectively. The Company has not yet determined the impact of
the adoption of FASB 157 on its financial statements.

In September 2006, the SEC staff issued Staff Accounting Bulletin (SAB) Topic 1N (SAB 108), “Financial Statements — Considering
the Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements,” which is effective for
calendar year companies as of December 31, 2006. SAB 108 provides guidance on how prior year misstatements should be taken into
consideration when quantifying misstatements in current year financial statements for purposes of determining whether the financial
statements are materially misstated. Under this guidance, companies should take into account both the effect of a misstatement on the
current year balance sheet as well as the impact upon the current year income statement in assessing the materiality of a current year
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misstatement. Once a current year misstatement has been quantified, the guidance in SAB Topic 1M, “Financial Statements —
Materiality,” (SAB 99) should be applied to determine whether the misstatement is material. The implementation of SAB 108 did not
have a material impact on the Company’s financial statements.

In June 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes - an interpretation of FASB
Statement No. 109 (“FIN 48”). FIN 48 clarifies the accounting for uncertain income tax positions accounted for in accordance with
Statement of Financial Accounting Standards (“SFAS”) No. 109. The interpretation stipulates recognition and measurement criteria in
addition to classification and interim period accounting and significantly expanded disclosure provisions for uncertain tax positions
that are expected to be taken in a company’s tax return. FIN 48 is effective for fiscal years beginning after December 15, 2006. The
impact of the adoption of FIN 48 was not material to the consolidated financial statements.

In June 2006, the FASB Emerging Issues Task Force (“EITF”) issued EITF No. 06-3, How Taxes Collected from Customers and
Remitted to Governmental Authorities Should Be Presented in the Income Statement (That Is, Gross Versus Net Presentation), (“EITF
No. 06-3”). The EITF reached a consensus that a company should disclose its accounting policy (i.e., gross or net presentation)
regarding presentation of taxes within the scope of EITF No. 06-3. If taxes included in gross revenues are significant, a company
should disclose the amount of such taxes for each period for which a statement of operations is presented. The consensus is effective
for the first annual or interim reporting period beginning after December 15, 2006. The disclosures are required for annual and interim
financial statements for each period for which an income statement is presented. This pronouncement requires only the presentation of
additional disclosures and will not have an impact on the consolidated financial statements.

In December 2004, the FASB issued SFAS No. 123 (revised 2004), Share-Based Payment (“SFAS No. 123(R)”). This statement
requires that the cost resulting from all share-based payment transactions be recognized in the financial statements. It requires entities
to apply a fair-value-based measurement method in accounting for share-based payment transactions with employees, except for
equity instruments held by employee share ownership plans. The statement also establishes fair value as the measurement objective
for transactions in which an entity acquires goods or services from nonemployees in share-based payment transactions. This statement
became effective for the Company with the beginning of the 2006 fiscal year. The implementation of this statement had no effect on
the Company’s financial position, results of operations or cash flows as it has no stock-based compensation.

(3) ACQUISITION:

On September 21, 2005 (the “Acquisition Date”), P&MC Holding Corp., an affiliate of Castle Harlan Partners IV, L.P. (“CHP V"),
purchased all of the outstanding capital stock of the parent company of the Company for a purchase price of approximately
$249,000,000 (excluding fees and expenses.) Since the closing of the acquisition, the capital stock has been 100% owned by P&MC
Holding Corp., whose capital stock is 100% owned by P&MC Holding LLC. P&MC Holding Corp. and P&MC Holding LLC were
newly formed entities established by CHP IV. Collectively, the foregoing transactions are referred to as the “Acquisition.”

The Acquisition has been accounted for using the purchase method. The purchase price has been allocated to the underlying assets
acquired and liabilities assumed based upon their estimated fair values at the date of Acquisition. The following table summarizes the
historical cost of assets acquired and liabilities assumed at the date of the Acquisition (in thousands).

Net Assets Acquired:

Current assets $ 30,599
Property and equipment, net 42,739
Other noncurrent assets 17,121
Liabilities assumed (59,670)
Net assets acquired $ 30,789

The Company has determined estimated fair values after review and consideration of relevant information, including discounted cash
flow analyses, quoted market prices and the Company’s own estimates. The following table summarizes the step-up to fair value of
the assets acquired and liabilities assumed at the date of the Acquisition (in thousands).

Allocation of excess purchase price:

Inventory $ 100
Other assets 9,163
Property and equipment 20,087
Identifiable intangible assets 158,900
Goodwill 30,038

$ 218,288
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Since December 25, 2005, goodwill has decreased by approximately $13,411,000 primarily related to additional adjustments of the
purchase price allocation, including the step-up of fixed assets. See Note 8, “Goodwill and Intangible Assets.”

Amortizing identifiable intangible assets acquired consist of (i) the estimated fair value of the future after-tax earnings contribution of
the Company’s portfolio of franchise agreements that is being amortized over the franchise agreements’ remaining lives, which is
estimated to be 25 years, and (ii) the estimated fair value of the customer relationships developed within Foxtail that is being
amortized over those relationships’ estimated beneficial lives, which is estimated to be 25 years. Nonamortizing intangible assets
acquired is comprised of the Perkins tradenames and trademarks totaling $110,600,000.

The Company placed in escrow certain amounts at the closing of the Acquisition. These amounts included $5,000,000 for general
indemnification, $11,113,000 for taxes payable specific to the gain on a sale-leaseback transaction, $5,000,000 related to the earnout
contained in the stock purchase agreement and $1,000,000 for the purchase price adjustment, if needed, contained in the stock
purchase agreement.

(4) COMBINATION OF COMPANIES UNDER COMMON CONTROL.:

On May 3, 2006, the Combination with WRG, the owner of the Marie Callender’s Restaurant and Bakery restaurant chain, was
completed pursuant to the Stock Purchase Agreement and WRG became a direct wholly-owned subsidiary of the Company. The
consideration under the Stock Purchase Agreement was paid to WRG stockholders in the form of equity interests in P&MC Holding
LLC, the Company’s indirect parent.

In connection with the Combination, the Company repaid the outstanding indebtedness of WRG in the amount of approximately
$101,000,000 and assumed capital lease obligations of WRG in the amount of approximately $7,000,000. The Company obtained
funds for the repayment of WRG’s outstanding indebtedness from a $140,000,000 amended and restated credit agreement, described
in Note 10, “Long-Term Debt.” The Company recognized a gain of $12,642,000 on its extinguishment of certain debt and related
accrued interest.

Also, at the time of the Combination, certain notes issued by particular WRG stockholders in favor of WRG which were secured by
outstanding stock of WRG were forgiven in exchange for a reduction in the total number of P&MC Holding LLC equity units to be
transferred to such WRG stockholders. In conjunction with the forgiveness, previously accrued interest income on the notes of
$489,000 was forgiven and expensed, and the difference between the fair value of the original WRG shares and the reduction in
P&MC Holding LLC equity units to be exchanged, $321,000, was also expensed.

The following unaudited pro forma financial information combines the consolidated results of operations as if the Acquisition and the
Combination had occurred as of the beginning of the period presented. Pro forma adjustments include only the effects of events
directly attributable to the Acquisition and the Combination. The pro forma adjustments reflected include amortization of intangibles,
depreciation, and interest expense. Due to the probable non-utilization of net operating losses, no tax benefit is reflected in the pro
forma financials.

Year Ended Year Ended
(in thousands): December 25, 2005 December 30, 2004
Net sales $ 591,060 $ 570,101
Loss before income taxes and minority interests (15,137) (8,274)
Net loss (15,766) (8,994)

The pro forma financial information does not necessarily reflect the operating results that would have occurred had the Acquisition
and the Combination been consummated as of the beginning of the periods presented, nor is such information indicative of future
operating results.
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(5) SUPPLEMENTAL CASH FLOW INFORMATION:

The decrease in cash and cash equivalents due to changes in operating assets and liabilities for the past three years consisted of the
following (in thousands):

Year Ended Year Ended Year Ended
December 31, December 25, December 30,
2006 2005 2004
(Increase) Decrease in:
Receivables $ (1,941) $ (2877) $ 2314
Inventories 332 426 (244)
Prepaid expenses and other current assets 1,509 10,374 (44)
Other assets (447) 8,308 (3,831)
Increase (Decrease) in:
Accounts payable 985 941 (3,162)
Accrued expenses 3,313 (14,334) 16,859
Other liabilities (2,445) 5,992 (2,444)

$ 1,306 $ 8830 $ 9448

Other supplemental cash flow information for the past three years consisted of the following (in thousands):

Year Ended Year Ended Year Ended
December 31, December 25, December 30,
2006 2005 2004
Cash paid for interest $ 26,308 $ 7,225 $ 6,220
Income taxes paid 1,389 4,405 46
Income tax refunds received 605 6 —

(6) PROPERTY AND EQUIPMENT:

Property and equipment consisted of the following for the past two years (in thousands):

December 31, December 25,

2006 2005

Owned:

Land and land improvements $ 1641 $ 1952

Buildings 6,021 7,751

Leasehold improvements 62,691 60,475

Equipment 104,150 84,694

Construction in progress 3,942 1,016

178,445 155,888
Less — accumulated depreciation and amortization (92,661) (84,645)
85,784 71,243

Property under Capital Lease:

Buildings 9,057 9,457
Less — accumulated amortization (3,797) (3,652)

5,260 5,805

Assets Held for Sale, net of accumulated depreciation — 1,467
Property and Equipment, net $ 91044 $ 78515

(7) LEASES:

Most of our Perkins restaurant leases have an initial term of 20 years and most Marie Callender’s restaurant leases have an initial term
of 15 years. Both Perkins and Marie Callender’s leases generally provide for two to four renewals of five years each. Certain leases
provide for minimum payments plus a percentage of sales in excess of stipulated amounts.
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Future minimum payments related to non-cancelable leases that have initial or remaining lease terms in excess of one year as of

December 31, 2006 were as follows (in thousands):

Lease Obligations

Capital Operating
2007 $ 1509 $ 35,984
2008 1,260 34,953
2009 1,110 32,409
2010 1,007 30,244
2011 792 26,826
Thereafter 28,172 265,342
Total minimum lease payments 33,850 $ 425,758
Less:
Amounts representing interest (3.3%-24.57%) (26,910)
Capital lease obligations $ 6,940

Future minimum gross rental receipts as of December 31, 2006, were as follows (in thousands):

Lessor _Sublessor

2007 $ 145 $ 1,586
2008 145 1,454
2009 151 1,277
2010 152 1,105
2011 115 828
Thereafter 174 2,140
Total minimum lease rentals $ 882 $ 8,390

The net rental expense included in the accompanying Consolidated Statements of Operations for operating leases was as follows for

the past three years (in thousands):

Year Ended Year Ended Year Ended
December 31, December 25, December 30,
2006 2005 2004
Minimum rentals $ 39,017 $ 21,793 $ 10,830
Contingent rentals 1,764 1,122 763
Less — sublease rentals (966) (795) (424)
$ 39,815 $ 22,120 $ 11,169

Sublease rentals are recorded in other expenses in the accompanying Consolidated Statements of Operations.

(8) GOODWILL AND INTANGIBLE ASSETS:

The following schedule presents the carrying amount of goodwill attributable to each reportable operating segment and changes

therein. There is no goodwill attributable to Marie Callender’s.

Perkins Perkins Total
Restaurants  _Franchise Manufacturing Company
Balance as of December 30, 2004 $ — 3 — $ — $ —
Goodwill acquired 14,228 26,815 2,406 43,449
Balance as of December 25, 2005 14,228 26,815 2,406 43,449
Purchase accounting adjustments (4,392) (8,277) (742) (13,411)
Balance as of December 31, 2006 $ 9836 $ 18,538 $ 1,664 $ 30,038

Purchase accounting adjustments primarily relate to the step-up of fixed assets in 2006.
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The components of our identifiable intangible assets are as follows (in thousands):

December 31, December 25,
2006 2005
Amortizing intangible assets:
Franchise agreements $ 35000 $ 35,000
Customer relationships 13,300 13,300
Acquired franchise rights 11,076 11,076
Design prototype 834 794
Subtotal 60,210 60,170
Less — Accumulated Amortization (14,018) (12,082)
Total amortizing intangible assets 46,192 48,088
Nonamortizing intangible assets:
Tradename 110,600 110,600
Total intangible assets $ 156,792 $ 158,688

Amortization expense for intangible assets was $1,975,000, $512,000 and $98,000 for fiscal years 2006, 2005 and 2004, respectively.
Estimated amortization expense for the five succeeding fiscal years is as follows (in thousands):

Estimated
Amortization Expense
2007 $ 2,077
2008 2,059
2009 2,051
2010 2,042
2011 2,036
(9) ACCRUED EXPENSES:
Accrued expenses consisted of the following (in thousands):
December 31, December 25,
2006 2005
Payroll and related benefits $ 18,209 $ 14,679
Property, real estate and sales taxes 4,692 4,182
Insurance 5,086 4,736
Gift cards and gift certificates 8,233 5,755
Advertising 1,262 944
Interest 6,085 5,553
Management fees 2,210 9,200
Other 12,511 8,520

$ 58,288 $ 53,569

(10) LONG-TERM DEBT:
Long-term debt consisted of the following (in thousands):

December 31, December 25,

2006 2005
10% Senior Notes, due October 1, 2013, net of discount of $2,175 and $2,497, respectively $ 187,825 $ 187,503
Revolver, due May 3, 2011 — —
Term Loan, due May 3, 2013 99,500 —
Secured Term Loan A — 11,237
Secured Term Loan B — 25,000
Credit Facility — 2,251
$35 million Subordinated Term Loan — 69,547
Other 69 —
287,394 295,538
Less current maturities (1,015) (2,400)

$ 286,379 $ 293,138
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On July 22, 2004, WRG entered into an agreement with lenders to refinance its existing debt under a new $55,000,000 asset-based
senior secured credit facility (the “Credit Facility™). The Credit Facility provided for a $15,000,000 revolving line of credit, including
a letter of credit sub-facility, and a $15,000,000 Secured Term Loan A and a $25,000,000 Secured Term Loan B facility.

The Secured Term Loan A required principal payments due monthly in the amount of $200,000. Any unpaid principal amounts were
due May 31, 2007. Interest was payable monthly at a rate equal to the base rate (bank prime rate) plus a base rate margin (9.75% at
December 25, 2005). Secured Term Loan A was repaid on May 3, 2006 in connection with the Combination.

The Secured Term Loan B required principal payments due monthly in the amount of $200,000 commencing on the first day of the
month after the date on which the Secured Term Loan A has been repaid in full. All remaining unpaid amounts were due on May 31,
2007. Interest was payable monthly at a rate equal to the base rate (bank prime rate) plus a base rate margin (14.75% at December 25,
2005). Secured Term Loan B was repaid on May 3, 2006 in connection with the Combination.

WRG was also required to make mandatory principal prepayments on an annual basis equal to 50% of a defined excess cash flow
amount which was applied first to the Secured Term Loan A obligation and then to the Secured Term Loan B obligation after the
Secured Term Loan A obligation had been satisfied. No principal prepayments related to a defined excess cash flow amount were
made.

The secured revolving line of credit was available to WRG up to a maximum amount of $15,000,000, less the amounts drawn for any
letters of credit. As of December 25, 2005, the borrowing capacity on the revolving line of credit was $15,000,000, of which
$8,517,000 was used for letters of credit. As of December 25, 2005, WRG had $4,232,000 available for borrowing under its Credit
Facility. The revolving line of credit expired on May 31, 2007. Advances under the revolving line of credit have interest at a base rate
(bank prime rate) plus a base rate margin (9.75% at December 25, 2005). The base rate margin varied according to WRG’s last 12
months’ adjusted cash flows. WRG was charged a fee equal to 4% per annum times the daily balance of the undrawn amount of all
outstanding letters of credit. Borrowings outstanding under the revolving line of credit were repaid on May 3, 2006 in connection with
the Combination.

The Credit Facility also required the Company to maintain certain financial covenants including minimum levels of earnings before
income taxes, depreciation and amortization, a leverage ratio, a fixed charge coverage ratio, and a limitation on capital expenditures.
As of December 25, 2005, the Company was in compliance with these covenants. As discussed below, the Company entered into an
amended and restated credit agreement on May 3, 2006 in connection with the Combination.

Subordinated Debt

On June 29, 2000, WRG entered into a subordinated debt agreement (the “Subordinated Term Loan”) to borrow $35,000,000. The
principal amount was due on June 29, 2007. Interest was payable semi-annually at a fixed rate of 8%. Additional interest accrued
effective July 22, 2004 at 12% and was due at maturity. Additional accrued interest totaled $8,583,000 and $3,607,000 at December
25, 2005 and December 30, 2004, respectively.

Additionally, in connection with the Subordinated Term Loan, WRG issued 2,213 shares of common stock and preferred stock
warrants. The warrants had an exercise price of $1 per share and expired on June 29, 2010. The estimated fair value of the warrants at
issuance was $3,886,000, and was recorded as an increase of capital in excess of par value with a corresponding discount to the
carrying amount of the Subordinated Term Loan, which was being amortized over the term of the loan.

As a condition to amending the Subordinated Term Loan on May 31, 2001, WRG issued 456 preferred stock warrants and 456 Class
A common stock warrants to certain lenders under the Subordinated Term Loan. The warrants have an exercise price of $1 per share
and expire on May 31, 2011. The estimated fair value of these warrants at issuance of $801,000 has been recorded as an increase to
capital in excess of par value and as a discount on debt which is being amortized over the remaining term of the Subordinated Term
Loan.

As conditions to amending the Subordinated Term Loan on July 22, 2004, WRG agreed to: (a) issue 13,800 preferred stock warrants
and 13,800 Class A common stock warrants subject to the same terms as the warrants issued on May 31, 2001, to the lenders under the
Subordinated Term Loan; the original 2,669 preferred stock warrants and 2,669 common stock warrants issued as of May 31, 2001
were retired on July 22, 2004; (b) increase the rate of interest to 20% per annum, compounded quarterly, of which 8% is payable semi-
annually (first payment due July 2005) and the remaining 12% was compounded quarterly and payable on the maturity date of the
notes; (c) issue additional warrants, representing 1.25% of the fully diluted Class A common stock and 1.25% of the fully diluted
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preferred stock of WRG, if WRG was unable to make any semiannual interest payment when due. On January 1, 2005 and July 1,
2005, WRG was unable to make semiannual interest payments associated with the subordinated debt. Due to this non-payment, WRG
issued 699 preferred stock warrants and 699 Class A common stock warrants on both January 1, 2005 and July 1, 2005 to the
subordinated debt holders. All of the warrants were settled and the Subordinated Term Loan was repaid on May 3, 2006 in connection
with the Combination.

In conjunction with the Acquisition, the Company issued $190,000,000 of unsecured 10% Senior Notes due October 1, 2013 (the
“10% Senior Notes™). The 10% Senior Notes were issued at a discount of $2,570,700, which is accreted using the interest method over
the term of the 10% Senior Notes. Interest is payable semi-annually on April 1 and October 1 of each year. All consolidated
subsidiaries of the Company that are 100% owned provide joint and several, full and unconditional guarantee of the 10% Senior
Notes. There are no significant restrictions on the Company’s ability to obtain funds from any of the guarantor subsidiaries in the form
of a dividend or a loan. Additionally, there are no significant restrictions on a guarantor subsidiary’s ability to obtain funds from the
Company or its direct or indirect subsidiaries.

In connection with the Combination, the Company entered into an amended and restated credit agreement with Wachovia Bank,
National Association, as administrative agent, swingline lender and issuing lender, Wachovia Capital Markets, LLC as sole lead
arranger and sole book manager, BNP Paribas as syndication agent, Wells Fargo, Foothill, Inc. as documentation agent, and each other
lender from time to time party thereto (the “Credit Agreement”). Pursuant to the Credit Agreement, the lenders made available the
following: (1) a five-year revolving credit facility of up to $40,000,000, including a sub-facility for letters of credit in an amount not to
exceed $25,000,000 and a sub-facility for swingline loans in an amount not to exceed $5,000,000 (the “Revolver”); and (2) a seven-
year term loan credit facility not to exceed $100,000,000 (the “Term Loan”). The Company’s obligations under the Credit Agreement
are guaranteed by RHC and each of the Company’s wholly-owned subsidiaries. The obligations under the Credit Agreement are
collateralized by a first priority lien on substantially all of the assets of the Company and its wholly-owned subsidiaries. Certain future
subsidiaries of the Company will be required to guarantee the obligations of the Company and grant a lien on substantially all of their
assets. A draw under the Credit Agreement was made on May 3, 2006 in the amount of $103,800,000, which was used to repay all
existing indebtedness of WRG and its subsidiaries, including: 1) Secured Term Loan A; 2) Secured Term Loan B; 3) Subordinated
Term Loan, and 4) outstanding debt under the revolving line of credit, (approximately $101,000,000 in total) and to pay certain fees
and expenses in connection with the consummation of this Combination and the amendment and restatement of the Credit Agreement.
All amounts under the Credit Agreement bear interest at floating rates based on the agent’s base rate plus an applicable margin or
LIBOR rate plus an applicable margin as defined in the Credit Agreement. The interest rate on Credit Agreement borrowings at
December 31, 2006 was 8.11%. As of December 31, 2006, there were no borrowings outstanding (and approximately $12,798,000 of
letters of credit outstanding) under the Revolver and $99,500,000 outstanding under the Term Loan. The letters of credit are primarily
utilized in conjunction with the Company’s workers’ compensation programs.

In connection with the issuance of the 10% Senior Notes and the execution of the Credit Agreement, the Company has capitalized
certain financing costs in Other Assets in the Consolidated Balance Sheets. As of December 31, 2006, the deferred financing costs of
$8,497,000 and $3,762,000 for the 10% Senior Notes and the Credit Agreement, respectively, are being amortized over their
respective terms using the effective interest method.

Based on the borrowing rates currently available for debt with similar terms and maturities, the approximate fair market value of our
long-term debt was as follows (in thousands):

December 31, December 25,

2006 2005
10.00% Unsecured Senior Notes $ 180,500 $ 177,956
Term Loan 99,500 —

Because our revolving line of credit borrowings bear interest at current market rates, we believe that any related liabilities reflected in
the accompanying balance sheets approximated fair market value.

Pursuant to the 10% Senior Notes and the Credit Agreement, the Company is subject to certain restrictions that limit additional
indebtedness. Additionally, among other restrictions, the Credit Agreement limits the Company’s capital expenditures and requires us
to maintain specified financial ratios. At December 31, 2006, the Company was in compliance with all such requirements. A
continuing default under the Credit Agreement could result in a default under the 10% Senior Notes. In the event of such a default and
under certain circumstances, the trustee or the holders of the 10% Senior Notes could then declare the respective notes due and
payable immediately.
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With respect to the 10% Senior Notes, the Company has certain covenants that restrict our ability to pay dividends or distributions to
our equity holders (“Restricted Payments”). If no default or event of default exists or occurs as a result of such Restricted Payments,
we are generally allowed to make Restricted Payments subject to the following restrictions:

1. The Company would, at the time of such Restricted Payments and after giving pro forma effect thereto as if such Restricted
Payment had been made at the beginning of the applicable four-quarter period, have been permitted to incur at least $1.00 of
additional indebtedness pursuant to the fixed charge coverage ratio tests as defined in the indenture.

2. Such Restricted Payment, together with the aggregate amount of all other Restricted Payments made by the Company after
September 21, 2005, is less than the sum, without duplication, of (i) 50% of the consolidated net income of the Company for the
period from the beginning of the first full fiscal quarter commencing after the date of the indenture to the end of the Company’s
most recent ended fiscal quarter for which internal financial statements are available at the time of the Restricted Payment; (ii)
100% of the aggregate net proceeds received by the Company since the date of the indenture as a contribution to its equity capital
or from the sale of equity interests of the Company or from the conversion of interests or debt securities that have been converted to
equity interests and (iii) to the extent that any Restricted Investment, as defined, that was made after the date of the indenture is sold
for cash, the lesser of (a) the cash return of capital or (b) the aggregate amount of such restricted investment that was treated as a
Restricted Payment when made.

With respect to the Credit Agreement, restrictions are placed on the Company’s ability and the ability of our subsidiaries to (i) incur
additional indebtedness;(ii) create liens on our assets;(iii) make loans, advances, investments or acquisitions; (iv) engage in
mergers;(v) dispose of our assets;(vi) pay certain restricted payments and dividends;(vii) exchange and issue capital stock;(viii)
engage in certain transactions with affiliates;(ix) amend certain material agreements; and (x) enter into agreements that restrict our
ability or the ability of our subsidiaries to grant liens or make distributions.

Scheduled annual principal maturities of long-term debt for the five years subsequent to December 31, 2006, are as follows (in
thousands):

Amount

2007 $ 1,015
2008 1,018
2009 1,018
2010 1,018
2011 1,000
Thereafter 282,325

$ 287,394

Interest expense capitalized in connection with our construction activities was approximately $6,000 for the year ended December 31,
2006. No interest expense was capitalized in connection with our construction activities during 2005 and 2004.

(11) INCOME TAXES:

Effective May 4, 2006, the consolidated Federal income tax return for P&MC Holding Corp. includes MCPSI and Perkins. Prior to
May 4, 2006, MCPSI was a member of the WRG consolidated Federal income tax return. For state purposes, each subsidiary
generally files a separate return, except for the following states that require a combined or unitary filing: Arizona, California, Idaho,
Illinois, Kentucky, Kansas, Minnesota, Montana, New Mexico, New York, North Dakota, Nebraska, Oklahoma and Utah. Prior to
May 4, 2006, MCPSI was a member of the WRG unitary or combined state filing in Arizona, California, 1daho, New Mexico,
Oklahoma, Oregon, Utah and Montana.

The following is a summary of the components of the provision for income taxes for the past three years (in thousands):

December 31, December 25, December 30,
2006 2005 2004
Current:
Federal $ (588) $ (101) $ —
State and local (275) (86) (26)
(863) (187) (26)
Deferred:
Federal 490 749 —
State and local 218 76 —
708 825

$ (155) $ 638 $ (26)
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A reconciliation of the statutory Federal income tax rate to the Company’s effective income tax rate is as follows:

December 31, December 25, December 30,
2006 2005 2004

Federal (34.0)% (35.0)% (34.0)%

Federal income tax credits and addbacks (21.3)% (6.5)% (3.0)%
State income taxes, net of Federal taxes 0.6% 0.0% 0.1%
Changes in contingency reserve (2.1)% 0.0% 0.0%
Nondeductible interest, expenses, other, net 2.2% 11.3% 13.5%
Federal and state valuation allowances 56.3% 26.0% 23.6%
1.7% (4.2)% 0.2%

The following is a summary of the significant components of our deferred tax position (in thousands):

December 31, December 25,
2006 2005
Deferred tax assets:
Net operating loss carryforwards $ 14,678 $ 10,009
Accrued expenses not currently deductible 10,515 9,368
Tax credit carryforwards 6,269 4,503
Property, equipment, and improvements — tax basis in excess of book basis 8,694 13,520
Capital leases 659 139
Deferred interest — 7,391
State taxes not currently deductible — 5
Total deferred tax assets 40,815 44,935
Less valuation allowance (21,111) (36,838)
19,704 8,097
Deferred tax liabilities:
Investment in unconsolidated partnerships (88) (88)
Intangible assets — book basis in excess of tax basis (18,908) (17,737)
(18,996) (17.825)
Net deferred tax assets $ 708 $ (9,728)

The valuation allowance for deferred tax assets as of December 31, 2006, and December 25, 2005 was $21,111,000, and $36,838,000,
respectively. The change in the valuation allowance of $15,727,000 relates primarily to the current benefit of deferred interest
deductions paid upon debt cancellation, the removal of contingent tax liabilities to current liabilities and the recognition of MCPSI’s
deferred differences and credits against Perkins’ deferred liabilities as a purchase price adjustment. In assessing the realizability of
deferred tax assets, management considers whether it is more likely than not that some portion or all of the deferred tax assets will not
be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the
periods in which those temporary differences become deductible. Based upon the level of historical taxable income and projections for
future taxable income over the periods which the deferred tax assets are deductible, management believes it is more likely than not the
Company will realize the benefits of these deductible differences, net of the existing valuation allowance at December 31, 2006.

The Company has federal net operating loss carryforwards totaling approximately $35,214,000, and $24,897,000 at December 31,
2006, and December 25, 2005, respectively, which begin to expire in 2012,

The Company has state net operating loss carryforwards totaling approximately $35,639,000 and $20,125,000 at December 31, 2006,
and December 25, 2005, respectively, which begin to expire in 2007.

Approximately $32,277,000 of the Company’s federal net operating losses (including FIV described above) can be utilized without

limitation and approximately $35,639,000 of the Company’s state net operating losses (including FIV described above) can be utilized
without limitation.
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Additionally, the Company has tax credit carryforwards totaling approximately $6,269,000 and $4,503,000 at December 31, 2006, and
December 25, 2005 respectively, which begin to expire in 2018.

(12) RELATED PARTY TRANSACTIONS:
Management Agreement:

We have entered into a management agreement with Castle Harlan, Inc., under which Castle Harlan provides business and
organizational strategy, financial and investment management, advisory, merchant and investment banking services to our parent and
us. As compensation for those services, we pay to Castle Harlan (1) for services rendered during the first year of the term of the
agreement, a management fee equal to 3% of the aggregate equity contributions made upon closing of the acquisition by Castle Harlan
and its affiliates (including their limited partners), paid at the closing of the acquisition, and (2) for services rendered after the first full
year of the agreement, an annual management fee equal to 3% of the aggregate equity contributions made by CHP 1V and its affiliates
(including their limited partners), payable quarterly in advance. Under the management agreement, we paid Castle Harlan, for services
rendered in connection with the Transactions, a one-time transaction fee paid on the date of the closing of the Acquisition equal to 1%
of the aggregate equity contributions made on the closing of the acquisition by CHP IV and its affiliates (including their limited
partners). In addition, if at any time after the closing of the acquisition, CHP IV or its affiliates (including their limited partners) make
any additional equity contributions to any of our parent or us, we will pay Castle Harlan an annual management fee equal to 3 % of
each such equity contribution. We will also pay or reimburse Castle Harlan for all out-of-pocket fees and expenses incurred by Castle
Harlan and any advisors, consultants, legal counsel and other professionals engaged by Castle Harlan to assist in the provision of
services under the management agreement.

The management agreement is for an initial term expiring December 31, 2012 and is subject to renewal for consecutive one-year terms
unless terminated by Castle Harlan or us upon 90 days notice prior to the expiration of the initial term or any annual renewal. We also
indemnify the manager, its officers, directors and affiliates from any losses or claims suffered by them as a result of services they
provide us. Payment of management fees will be subject to restrictions contained in our senior secured credit facility and under the
indenture.

We paid Castle Harlan $3,635,000 and $1,777,000 in annual management fees for the years ended December 31, 2006 and December
25, 2005, respectively, and we also paid Castle Harlan $867,000 for management fees and expenses related to the closing of the
Acquisition in 2005. There were no annual management fees paid to Castle Harlan in 2004.

Other Board Affiliations:

Certain members of the Board of Directors of our parent have in the past served, currently serve and in the future may serve on the
boards of directors of other restaurant companies. Among the boards of directors of Castle Harlan portfolio companies on which one
or more of our parent’s directors serve are McCormick and Schmick Management Group, Morton’s Restaurant Group, Inc., Bravo
Development Inc., and Caribbean Restaurants, LLC.

(13) COMMITMENTS AND CONTINGENCIES:

We are a party to various legal proceedings in the ordinary course of business. We do not believe it is likely that these proceedings,
either individually or in the aggregate, will have a material adverse effect on our consolidated financial statements.

The majority of our franchise revenues are generated from franchisees owning individually less than five percent of total franchised
restaurants, and, therefore, the loss of any one of these franchisees would not have a material impact on our results of operations. As
of December 31, 2006, three Perkins franchisees otherwise unaffiliated with the Company, owned 92 of the 322 franchised
restaurants. These franchisees operated 44, 27 and 21 restaurants, respectively. During 2006, these three Perkins franchisees provided
royalties and license fees of $2,300,000, $1,599,000 and $1,583,000, respectively.

As of December 31, 2006, three Marie Callender’s franchisees otherwise unaffiliated with the Company, owned 14 of the 46

franchised restaurants. These franchisees operated six, four and four restaurants, respectively. During 2006, these three Marie
Callender’s franchisees provided royalties and license fees of $668,000, $532,000 and $366,000, respectively.
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The Company has arrangements with several different parties to whom territorial rights were granted in exchange for specified
payments. The Company makes specified payments to those parties based on a percentage of gross sales from certain Perkins
restaurants and for new Perkins restaurants opened within those geographic regions. During 2006 and 2005 we paid an aggregate of
$2,799,000 and $550,000, respectively, under such arrangements. Three such agreements are currently in effect. Of these, one expires
in the year 2075, one expires upon the death of the beneficiary and the remaining agreement remains in effect as long as we operate
Perkins restaurants in certain states.

(14) LONG-TERM INCENTIVE PLANS:

Effective January 1, 1999, we established a Deferred Compensation Plan under which our officers and key employees may defer
specified percentages of their salaries, annual incentives and long-term compensation payments. We also make matching contributions
of the lesser of 3% of eligible compensation or $6,000. Amounts deferred are excluded from the participants’ taxable income and are
held in trust with a bank, where the funds are invested at the direction of each participant.

Investment income on the invested funds is taxable to us, and we are eligible for a tax deduction for compensation expense when the
funds are distributed to the participants at retirement, cessation of employment or other specified events. In conjunction with the
Acquisition, amounts under the Deferred Compensation Plan became fully vested, and approximately $5,000,000 was paid in full to
the respective employees in the fourth quarter of 2005. There were no matching contributions in 2005 or 2004.

In connection with the Combination, the Company terminated its Deferred Compensation Plan. In October 2006, a new plan (the
“Successor Plan™), was adopted. The terms of the new plan are similar to the terminated plan and provide enrollment for eligible
employees of both Perkins and Marie Callender’s. The Successor Plan is available for enroliment on a voluntary, non-discriminatory
basis to executive officers and other key employees. We made a matching contribution to the Successor Plan of $28,000 during 2006.

The Successor Plan is a nonqualified defined contribution plan; the first 3% of eligible pay contributed to the plan by the executive is
eligible for a company matching contribution of 3%, which vests over a three year period. The Company may elect to make additional
contributions to an employee’s account. For purposes of the Successor Plan, eligible pay is defined as base pay and the eligible portion
of any incentive award.

Effective April 1, 2004, The Perkins & Marie Callender’s (formerly The Restaurant Company) Supplemental Executive Retirement
Plan (“SERP 1”) was established. The purpose of SERP 1 is to provide additional compensation for a select group of management and
highly compensated employees who contribute materially to the continued growth of the Company. Contributions to SERP | are made
at the discretion of the Company and participants generally vest in the contributions over a five-year period. In conjunction with the
Acquisition, the assets of SERP | were liquidated and awards of $707,000 were paid to plan participants in the fourth quarter of 2005.
During 2006, SERP | was amended and restated. Contributions to SERP | are made at the discretion of the Company and participants
vest at a rate of 25% for one to three years of service, 50% for four to five years of service and 100% for five or more years of service.
Company contributions to SERP | totaled $280,000 in 2006.

Effective January 1, 2005, The Perkins & Marie Callender’s (formerly The Restaurant Company) Supplemental Executive Retirement
Plan Il (“SERP II"”) was established. The purpose of SERP Il is to provide additional compensation for a select group of key
employees who contribute materially to the continued growth of the Company. Contributions to SERP 1l are made at the discretion of
the Company and participants generally vest in the contributions over a five-year period. During 2006 and 2005, the Company made
contributions of $210,000 and $260,000, respectively. The deferred compensation expenses related to SERP 1l are recorded in general
and administrative expenses in the accompanying Consolidated Statements of Operations.

(15) EMPLOYEE BENEFITS:

The Perkins & Marie Callender’s Retirement Savings Plan (the “Plan”) as amended and restated effective January 1, 1992, was
established for the benefit of all eligible employees, both hourly and salaried. All participating employees at December 31, 1991
remained eligible to participate in the Plan. All other employees of the Company who have satisfied the participation requirements are
eligible for participation in the Plan provided they (i) have attained the age of 21 and (ii) have completed one Year of Service, as
defined, during which they have been credited with a minimum of 1,000 Hours of Service.

Participants may elect to defer from 1% to 15% of their annual eligible compensation subject to Internal Revenue Code (“IRC”)

regulated maximums. We may make a matching contribution equal to a percentage of the amount deferred by the participant or a
specified dollar amount as determined each year by the Board of Directors. During 2005 and 2006, we elected to match contributions
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at a rate of 25% up to the first 6% deferred by each participant. Our matching contributions for the years ended December 31, 2006
and December 25, 2005 were $289,000 and $65,000, respectively. For 2006, we elected to pay an additional matching contribution of
$299,000, which was accrued as of December 31, 2006. To date, we have not paid the additional matching contribution. During 2005,
we elected to pay an additional matching contribution of $272,000, which was accrued as of December 25, 2005 and subsequently
paid in February 2006.

Participants are always 100% vested in their salary deferral accounts and qualified rollover accounts. Vesting in the employer
matching account is based on qualifying Years of Service. A participant vests 60% in the employer matching account after three years,
80% after four years and 100% after five years.

(16) SEGMENT REPORTING:

We have five primary operating segments: Perkins restaurants, Marie Callender’s restaurants, Perkins franchise, Marie Callender’s
franchise and Foxtail. The revenues in the Other segment are primarily licensing revenues. The restaurant operating segments include
the operations of Company-operated restaurants. The franchise operating segments include revenues and expenses directly attributable
to franchised restaurants. Foxtail’s operations consist of manufacturing plants: one in Corona, California and three in Cincinnati, Ohio.

Revenues from the restaurant segments result from the sale of menu products at Perkins and Marie Callender’s restaurants. Revenues
from the franchise segments consist primarily of initial franchise fees and royalty income earned on the revenues generated at
franchisees’ restaurants. Revenues from Foxtail are generated by the sale of food products to Perkins and Marie Callender’s
restaurants, both Company-operated and franchised, as well as customers outside the Perkins and Marie Callender’s system. Foxtail’s
sales to Company-operated restaurants are eliminated for external reporting purposes.

The following presents revenues and other financial information, attributable to continuing operations, by business segment (in
thousands):

Year Ended Year Ended Year Ended
December 31, 2006 December 25, 2005 December 30, 2004

Revenue

Perkins Restaurants $ 295,762 $ 73,508 3 —
Marie Callender’s Restaurants 216,342 215,464 214,923
Perkins Franchise 22,052 5,418 —
Marie Callender’s Franchise 4,842 5,045 5,207
Foxtail 69,320 30,457 13,395
Intersegment revenue (18,682) (12,967) (8,955)
Other 4,554 4,548 4,190
Total $ 594,190 $ 321,473 $ 228,760

Year Ended Year Ended Year Ended
December 31, 2006 December 25, 2005 December 30, 2004

Interest Expense, net

Perkins Restaurants $ — 3 —  $ —
Marie Callender’s Restaurants — — _
Perkins Franchise — — _
Marie Callender’s Franchise — — _

Foxtail — — —
Other 36,197 26,362 19,665
Total $ 36,197 $ 26362 $ 19,665

Year Ended Year Ended Year Ended
December 31, 2006 December 25, 2005 December 30, 2004

Depreciation and amortization

Perkins Restaurants $ 12,356 $ 2,841 $ —
Marie Callender’s Restaurants 8,046 7,842 8,219
Perkins Franchise — — —
Marie Callender’s Franchise — —
Foxtail 1,659 464 93

Other 3,580 447 —
Total $ 25,641 $ 11,594 $ 8,312
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Segment net income (loss)

Year Ended
December 31, 2006

Year Ended
December 25, 2005

Year Ended
December 30, 2004

Perkins Restaurants $ 25,149 $ 4624 $ —
Marie Callender’s Restaurants 9,220 9,988 11,378
Perkins Franchise 19,929 4,778 —
Marie Callender’s Franchise 4,841 5,044 5,207
Foxtail 8,255 4,891 2,278
Other (76,766) (44,556) (35,181)
Total $  (9,372) $ (15,231) $ (16,318)
December 31, 2006 December 25, 2005
Segment assets
Perkins Restaurants $ 94,146 $ 89,447
Marie Callender’s Restaurants 36,393 37,616
Perkins Franchise 123,392 135,389
Marie Callender’s Franchise — 420
Foxtail 41,715 42,082
Other 51,199 41,322
Total $ 346,845 $ 346,276
December 31, 2006 December 25, 2005
Goodwill
Perkins Restaurants $ 9,836 $ 14,228
Marie Callender’s Restaurants — —
Perkins Franchise 18,538 26,815
Marie Callender’s Franchise — —
Foxtail 1,664 2,406
Other — —
Total $ 30,038 $ 43,449
Year Ended Year Ended Year Ended

Capital Expenditures

December 31, 2006

December 25, 2005

December 30, 2004

Perkins Restaurants $ 9,625 $ 3,003 $ —
Marie Callender’s Restaurants 8,448 6,461 5,431
Perkins Franchise — — —
Marie Callender’s Franchise — — —
Foxtail 563 383 114
Other 926 232 136
Total $ 19,562 $ 10,079 $ 5,681

We evaluate the performance of our segments based primarily on operating profit before corporate general and administrative
expenses, interest expense, amortization of goodwill and income taxes.

Assets included in the Other operating segment primarily consist of cash, corporate accounts receivable and deferred taxes.

The components of the other segment loss are as follows (in thousands):

Year Ended Year Ended Year Ended
December 31, 2006 December 25, 2005 December 30, 2004

General and administrative expenses $ 43,176 $ 18,993 $ 15,697
Depreciation and amortization expenses 3,580 447 —
Interest expense, net 36,197 26,362 19,665
(Gain) loss on disposition of assets, net 670 (704) 209
Asset write-down 2,058 1,315 1,572
Lease termination 366 — —
Transaction costs 5,674 867 —
Provision for (benefit from) income taxes 155 (638) 26
Minority interest 493 629 720
Gain on early extinguishment of debt (12,642) (565) —
Licensing revenue (4,107) (3,747) (3,455)
Other 1,146 1,597 747

$ 76,766 $ 44,556 $ 35181
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(17) COMPREHENSIVE LOSS:

Comprehensive loss includes net loss and foreign currency translation adjustments. Total comprehensive loss for the year ended
December 31, 2006 was $9,373,000 and included the effect of losses from translation adjustments of $1,000. Total comprehensive
loss for the year ended December 25, 2005 was $15,217,000 and included the effect of gains from translation adjustments of $14,000
and total comprehensive loss for the year ended December 30, 2004 was $16,318,000 and included no effect of translation
adjustments.

(18) CONDENSED CONSOLIDATED FINANCIAL INFORMATION

On September 21, 2005, the Company issued the 10% Senior Notes. All of the Company’s consolidated subsidiaries that are 100%
owned provide a joint and several, full and unconditional guarantee of the securities. There are no significant restrictions on the
Company’s ability to obtain funds from any of the guarantor subsidiaries in the form of a dividend or loan. Additionally, there are no
significant restrictions on the guarantor subsidiaries’ ability to obtain funds from the Company or its direct or indirect subsidiaries.

The following consolidating balance sheets, statements of operations and statements of cash flows are provided for the parent
company and all subsidiaries. The information has been presented as if the parent company accounted for its ownership of the
guarantor subsidiaries using the equity method of accounting.

Consolidating statement of operations for the year ended December 31, 2006 (in thousands):

Guarantors Consolidated
PMCI PMCM WRG Other Non-Guarantors Eliminations PMCI
Revenue
Food sales $ 258,945 $ 82,667 $ 190,346 $ — $ 30,784 $ — $ 562,742
Franchise and other revenue 13,731 15,189 9,396 15 — (6,883) 31,448
Total revenues 272,676 97,856 199,742 15 30,784 (6,883) 594,190
Cost and expenses (excluding
depreciation shown below):
Food cost 76,676 18,904 55,629 — 8,542 — 159,751
Labor and benefits 84,608 29,908 61,765 — 9,124 — 185,405
Operating expenses 59,569 27,064 55,842 15 10,920 (3,308) 150,102
General and administrative 36,427 3,585 11,751 — — (3,575) 48,188
Transaction costs 3,545 — 2,129 — — — 5,674
Depreciation and amortization 14,418 3,290 6,583 — 1,350 — 25,641
Interest, net 26,882 (697) 10,005 — 7 — 36,197
Asset impairments 1,569 — 1,495 — 25 — 3,089
Gain on extinguishment of debt — — (12,642) — — — (12,642)
Other, net (143) (35) 1,687 — — — 1,509
Total costs and expenses 303,551 82,019 194,244 15 29,968 (6,883) 602,914
(Loss) income before income
taxes and minority interests (30,875) 15,837 5,498 — 816 — (8,724)
Benefit from (provision for)
income taxes 5,427 (5,582) — — — — (155)
Minority interests — — — — (493) — (493)
Equity in earnings (loss) of
subsidiaries 16,076 — — — — (16,076) —
NET (LOSS) INCOME $ (9372) $ 10255 $ 5498 $ — $ 323 $ (16,076) $  (9,372)
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Consolidating statement of operations for the year ended December 25, 2005 (in thousands):

Guarantors Consolidated
PMCI PMCM WRG Other Non-Guarantors Eliminations PMCI
Revenue
Food sales $ 66,461 $ 20,667 $ 186,828 $ — $ 32,506 $ — % 306,462
Franchise and other revenue 2,779 3,735 9,593 206 — (1,302) 15,011
Total revenues 69,240 24,402 196,421 206 32,506 (1,302) 321,473
Cost and expenses (excluding
depreciation shown below):
Food cost 21,104 4,863 54,732 — 9,396 — 90,095
Labor and benefits 20,901 8,001 61,118 — 9,821 — 99,841
Operating expenses 15,651 6,590 52,760 206 11,108 (830) 85,485
General and administrative 8,216 489 13,009 — — (472) 21,242
Transaction costs 867 — — — — — 867
Depreciation and amortization 3,025 564 6,743 — 1,262 — 11,594
Interest, net 5,624 (128) 20,864 — 2 — 26,362
Asset impairment (recovery) (892) — 1,381 — 122 — 611
Gain on extinguishment of debt — — (565) — — — (565)
Other, net (105) — 1,286 — — — 1,181
Total costs and expenses 74,391 20,379 211,328 206 31,711 (1,302) 336,713
(Loss) income before income
taxes and minority interests (5,151) 4,023 (14,907) — 795 — (15,240)
Benefit from (provision for)
income taxes 2,082 (1,432) (12) — — — 638
Minority interests — — — — (629) — (629)
Equity in earnings (loss) of
subsidiaries (12,162) — — — — 12,162 —
NET (LOSS) INCOME $ (15231) $ 2591 $ (14919)$  — $ 166 $ 12162 $ (15.231)
Consolidating statement of operations for the year ended December 30, 2004 (in thousands):
Guarantor Consolidated
PMCI WRG Non-Guarantors Eliminations PMCI
Revenue
Food Sales $ — $ 186,686 $ 32677 % — $ 219,363
Franchise and Other Revenue — 9,397 — — 9,397
Total Revenues — 196,083 32,677 — 228,760
Costs and Expenses (excluding depreciation shown below):
Food cost — 55,046 9,730 — 64,776
Labor and benefits — 61,841 10,110 — 71,951
Operating expenses — 50,200 10,469 — 60,669
General and administrative — 15,697 — — 15,697
Depreciation and amortization — 6,989 1,323 — 8,312
Interest, net — 19,665 — — 19,665
Asset impairment — 1,441 340 — 1,781
Other, net — 1,481 — — 1,481
Total Costs and Expenses — 212,360 31,972 — 244,332
(Loss) income before income taxes — (16,277) 705 — (15,572)
Provision for income taxes — (26) — — (26)
Minority interests — — (720) (720)
Equity in earnings of subsidiaries (16,318) — — 16,318 —
NET (LOSS) INCOME (16,318) $ (16,303) $ (15) $ 16,318 $ (16,318)
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Consolidating balance sheet as of December 31, 2006 (in thousands):

CURRENT ASSETS:

Cash and cash equivalents

Restricted cash

Trade receivables, less
allowance for doubtful
accounts

Inventories, net

Prepaid expenses and other
current assets

Total current assets

PROPERTY AND
EQUIPMENT, net

INVESTMENTS IN
CONSOLIDATED
PARTNERSHIPS

GOODWILL

INTANGIBLE ASSETS, net

INVESTMENTS IN
SUBSIDIARIES

DUE FROM PMCI

DUE FROM SUBSIDIARIES

DEFERRED INCOME TAXES

OTHER ASSETS

CURRENT LIABILITIES:

Accounts payable

Accrued expenses

Accrued income taxes

Franchise advertising
contributions

Current maturities of long term
debt and capital lease
obligations

CAPITAL LEASE
OBLIGATIONS, less current
maturities

LONG-TERM DEBT, less
current maturities

DEFERRED RENT

OTHER LIABILITIES

DUE TO PMCM / PMCR

DUE TO PARENT

MINORITY INTERESTS IN
CONSOLIDATED
PARTNERSHIPS

STOCKHOLDER’S
INVESTMENT:

Common Stock

Preferred Stock

Capital in excess of par

Additional paid-in capital

Treasury stock

Notes secured by stock

Other comprehensive income

Retained earnings (deficit)

Guarantors Consolidated

PMCI PMCM WRG Other Non-Guarantors Eliminations PMCI
$ 3132 % 201 $ 7,158 $ — $ (1,422) $ — $ 9,069
4,209 6,984 — — — — 11,193
12,662 43 5,576 — 35 — 18,316
6,364 481 3,882 — 269 — 10,996
3,781 316 693 — 34 — 4,824
30,148 8,025 17,309 — (1,084) — 54,398
44,762 10,885 32,755 — 2,642 — 91,044
— — 228 — 10 — 238
30,038 — — — — — 30,038
45,885 110,600 307 — — — 156,792
31,105 — — — — (31,105) —
— 14,494 — — — (14,494) —
105,884 — — — — (105,884) —
708 708
11,560 — (1,008) — 3,075 — 13,627
$ 300,090 $ 144,004 $ 49591 $ — $ 4643 $ (151,483) $ 346,845
$ 10,756 $ 2310 $ 8,324 $ — $ 1,409 $ — 3 22,799
28,455 7,547 20,707 — 1,579 — 58,288
75 75
5,392 — — — — — 5,392
1,166 — 540 — — — 1,706
45,844 9,857 29,571 — 2,988 — 88,260
94 — 6,155 — — — 6,249
286,325 — 54 — — — 286,379
5,384 — 4,164 — 220 — 9,768
4,095 — 7,690 — — — 11,785
14,494 — — — — (14,494) —
— — 108,974 10 (3,100) (105,884) —
(475) — 423 — 127 — 75
1 1 — — — Q) 1
— — 63,277 — — (63,277) —
— — (177) — 9,515 (9,338) —
136,131 121,300 — — — (121,300) 136,131
— — (137) — — 137 —
13 — — — — — 13
(191,816) _ 12,846 (170,403) (10) (5,107) 162,674 (191,816)
(55,671) 134,147 (107,440) (10) 4,408 (31,105) (55,671)
$ 300,090 $ 144,004 $ 49591 $ — $ 4643 $ (151,483) $ 346,845

60



Consolidating balance sheet as of December 25, 2005 (in thousands):

Guarantors Consolidated
PMCI PMCM WRG Other Non-Guarantors Eliminations PMCI
CURRENT ASSETS:
Cash and cash equivalents $ 1591 $ 1567 $ 2,609 $ (23) $ (1,756) $ — 3 3,988
Restricted cash 3,496 4729 — — — — 8,225
Trade receivables, less
allowance for doubtful
accounts 11,890 3 4,198 — 17 — 16,108
Inventories, net 6,415 556 4,035 — 322 — 11,328
Prepaid expenses and other
current assets 2,927 261 1,105 — 40 — 4,333
Escrow deposits 7,160 — — — — — 7,160
Total current assets 33,479 7,116 11,947 (23) (1,377) — 51,142
PROPERTY AND
EQUIPMENT, net 34,826 7,607 33,637 — 2,445 — 78,515
INVESTMENTS IN
CONSOLIDATED
PARTNERSHIPS — — 301 — 10 — 311
GOODWILL 43,449 — — — — — 43,449
INTANGIBLE ASSETS, net 158,379 — 309 — — — 158,688
INVESTMENTS IN
SUBSIDIARIES (57,761) — — — — 57,761 —
DUE FROM PMCI — 45,584 — 38 — (45,622) —
OTHER ASSETS 9,730 — 724 8 3,709 — 14,171
$ 222102 $ 60307 $ 46918 $ 23 $ 4,787 $ 12139 $ 346,276
CURRENT LIABILITIES:
Accounts payable $ 7939 $ 1527 $ 11,389 $8 $ 951 $ — $ 21814
Accrued expenses 19,850 6,056 26,355 25 1,283 — 53,569
Franchise advertising
contributions 4,752 — — — — — 4,752
Current maturities of long term
debt and capital lease
obligations 277 — 3,034 — — — 3,311
32,818 7,583 40,778 33 2,234 — 83,446
CAPITAL LEASE
OBLIGATIONS, less current
maturities 260 — 6,679 — — — 6,939
LONG-TERM DEBT, less
current maturities 187,503 — 105,635 — — — 293,138
DEFERRED INCOME TAXES 9,728 — — — — — 9,728
DEFERRED RENT 2,670 — 4,529 — 241 — 7,440
OTHER LIABILITIES 3,331 — 1,907 — — — 5,238
DUE TO PMCM / PMCR 45,622 — — — — (45,622) —
DUE TO PARENT — — 1,950 — (1,950) — —
MINORITY INTERESTS IN
CONSOLIDATED
PARTNERSHIPS — — — — 177 — 177
STOCKHOLDER’S
INVESTMENT:
Common Stock 1 1 — — — ) 1
Preferred Stock — — 63,277 — — (63,277) —
Capital in excess of par — — 144 — 9,515 (9,659) —
Additional paid-in capital 123,907 50,132 — — — (50,132) 123,907
Treasury stock — — (137) — — 137 —
Notes secured by stock (1,308) — (1,308) — — 1,308 (1,308)
Other comprehensive income 14 — — — — — 14
Retained earnings (deficit) (182,444) 2,591 (176,536) (10) (5.,430) 179,385 (182,444)
(59,830) 52,724 (114,560) (10) 4,085 57,761 (59,830)

$ 222102 $ 60307 $ 46918 $ 23
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Consolidating Statement of Cash Flows for the year ended December 31, 2006 (in thousands):

CASH FLOWS FROM
OPERATING ACTIVITIES:
Net (loss) income
Adjustments to reconcile net
income to net cash provided by
operating activities:
Equity in the earnings of
subsidiaries
Depreciation and amortization
Amortization of discount
Other non-cash income and
expense items
(Gain) loss on disposition of
assets
Gain on early extinguishment
of debt
Asset write-down
Change in partnership’s
minority interests
Equity in (income) net loss of
unconsolidated partnerships
Net changes in operating
assets and liabilities
Total adjustments
Net cash (used in) provided by
operating activities
CASH FLOWS FROM
INVESTING ACTIVITIES:
Cash paid for property and
equipment
Proceeds from sale of
property and equipment
Intercompany activities
Net cash provided by (used in)
investing activities
CASH FLOWS FROM
FINANCING ACTIVITIES:
Principal payments under
capital lease obligations
Payments on long-term debt
Proceeds from long-term debt
Intercompany financing
Debt issuance costs
Distributions to minority
partners
Capital contribution from
parent
Net cash (used in) provided by
financing activities
Net increase (decrease) in cash
and cash equivalents
CASH AND CASH
EQUIVALENTS:
Balance, beginning of year
Balance, end of year

Guarantors Consolidated

PMCI PMCM WRG Other Non-Guarantors Eliminations PMCI
$ (9372) $ 10,255 $ 5,498 — 323 $ (16076) $  (9,372)
(16,076) — — — — 16,076 —
14,418 3,290 6,925 — 1,008 — 25,641
321 — — — — — 321
(91) — 6,781 — — — 6,690
635 — 27 — 3 — 665
— — (12,642) (12,642)
568 — 1,457 — 33 — 2,058
— — — — 493 — 493
— — 73 — — — 73
3,355 (1) (3,479) 23 1,408 — 1,306
3,130 3,289 (858) 23 2,945 16,076 24,605
(6.242) 13,544 4,640 23 3,268 — 15,233
(3,211) (7,568) (7,542) — (1,241) — (19,562)
1,536 — 13 1,549
78,510 (78,510) — — — — —
76,835 __ (86,078) (7,529) — (1,241) — (18,013)
(277) — (618) — — — (895)
(10,900) — (101,567) — — — (112,467)
110,400 — 1,541 — — — 111,941
(106,932) — 108,082 — (1,150) — —
(2,720) (2,720)
— — — — (543) — (543)
(58,623) 71,168 — — — — 12,545
(69,052) 71,168 7,438 — (1,693) — 7,861
1541 (1,366) 4,549 23 334 — 5,081
1,591 1,567 2,609 (23) (1,756) — 3,988
$ 3,132 $ 200 % 7,158 $— (1,422) $ — 9,069
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Consolidating Statement of Cash Flows for the year ended December 25, 2005 (in thousands):

CASH FLOWS FROM
OPERATING ACTIVITIES:
Net (loss) income
Adjustments to reconcile net
income to net cash provided by
operating activities:
Equity in the earnings of
subsidiaries
Depreciation and amortization
Amortization of discount
Other non-cash income and
expense items
(Gain) loss on disposition of
assets
Gain on extinguishment of
debt
Asset write-down
Change in partnership’s
minority interests
Equity in (income) net loss of
unconsolidated partnerships
Net changes in operating
assets and liabilities
Total adjustments
Net cash (used in) provided by
operating activities
CASH FLOWS FROM
INVESTING ACTIVITIES:
Cash paid for property and
equipment
Acquisition of business, net of
cash acquired of $4,270
Proceeds from
sale of property and
equipment
Intercompany activities
Net cash provided by (used in)
investing activities
CASH FLOWS FROM
FINANCING ACTIVITIES:
Principal payments under
capital lease obligations
Payments on long-term debt
Proceeds from long-term debt
Intercompany financing
Debt issuance costs
Distributions to minority
partners
Accrued interest on notes
secured by stock
Capital contribution from
parent
Net cash (used in) provided by
financing activities
Net increase (decrease) in cash
and cash equivalents

CASH AND CASH EQUIVALENTS:

Balance, beginning of period
Balance, end of year

Guarantors Consolidated

PMCI PMCM WRG Other Non-Guarantors Eliminations PMCI
$ (15231 $ 2591 $ (14919 $ — $ 166 $ 12,162 $ (15,231)
12,162 — — — — (12,162) —
3,025 564 6,743 — 1,262 — 11,594
74 — — — — — 74
75 — 12,362 — — — 12,437
(904) — 201 — Q) — (704)
— — (565) — — — (565)
12 — 1,179 — 124 — 1,315
— — — — 629 — 629
— — (54) — — — (54)
3,993 608 7,625 13 (3,409) — 8,830
18,437 1,172 27,491 13 (1,395) (12,162) 33,556
3,206 3,763 12,572 13 (1,229) — 18,325
(3,002) (248) (9,286) — 2,457 — (10,079)
(220,753) 169 — (37) — — (220,621)
1,353 — 6 — — — 1,359
2,116 (2,117) — 1 — — —
(220,286) (2,196) (9,280) (36) 2,457 — (229,341)
77) — (721) — — — (798)
(6,600) — (4,040) — — — (10,640)
190,029 — — — — — 190,029
— — 2,091 — (2,091) — —
(9,288) — — — — — (9,288)
— — — — (602) — (602)
— — (103) (103)
44,607 — — — — — 44,607
218,671 — (2,773) — (2,693) — 213,205
1,591 1,567 519 (23) (1,465) — 2,189
— — 2,090 — (291) — 1,799
$ 1591 $ 1567 $ 2,609 $ (23) $ (1,756) $ — 3,988
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Consolidating Statement of Cash Flows for the year ended December 30, 2004 (in thousands):

Guarantor Consolidated
PMCI WRG Non-Guarantors Eliminations PMCI

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ (16,318) $ (16,303) $ (15) $ 16,318 $ (16,318)
Adjustments to reconcile net income to net cash provided

by operating activities:

Equity in earnings of subsidiary 16,318 — — (16,318) —
Depreciation and amortization — 6,989 1,323 — 8,312
Payments on notes receivable of franchise fees — — — — —
(Benefit from) provision for disposition of assets — 199 10 — 209
Asset write-down — 1,242 330 — 1,572
Change in partnership’s minority interests — — 720 720
Other non-cash income and expense — (97) — — (97)
Equity in net loss of unconsolidated — 9 9
Net changes in other operating assets and — 8,826 622 — 9,448
Total adjustments 16,318 17,168 3,005 — 20,173
Net cash provided by operating activities — 865 2,990 — 3,855
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash paid for property and equipment — (4,704) (977) — (5,681)
Intercompany activities — — — — —
Proceeds from sale of property and — 488 — — 488
Net cash used in investing activities — (4,216) (977) — (5,193)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments under capital lease — (1,017) — — (1,017)
Payments on long-term debt — (42,005) — — (42,005)
Proceeds from long-term debt — 40,000 — — 40,000
Intercompany financing — 1,132 (1,132) — —
Distributions to minority partners — — (875) (875)
Accrued interest on convertible promissory — 120 120
Accrued interest on notes secured by — (92) (92)
Capital contribution from parent — 3,900 — — 3,900
Net cash used in financing activities — 2,038 (2,007) — 31
Net increase (decrease) in cash and cash equivalents — (1,313) 6 — (1,307)
CASH AND CASH EQUIVALENTS:
Balance, beginning of year — 3,403 (297) — 3,106
Balance, end of year $ — $ 2,090 $ (291) $ — $ 1,799

(19) SUBSEQUENT EVENTS:

On June 1, 2007, the Company entered into Employment Agreements with each of Joseph Trungale (the “Trungale Employment
Agreement”), James Stryker (the “Stryker Employment Agreement”), James Barrasso (the “Barrasso Employment Agreement”) and
Charles Conine (the “Conine Employment Agreement”) and together with the Trungale Employment Agreement, the Stryker
Employment Agreement and the Barrasso Employment Agreement, the “Employment Agreements”.

Under their respective agreements, Mr. Trungale will continue to serve as the Chief Executive Officer and President, Mr. Stryker will
continue to serve as the Executive Vice President, Chief Financial Officer, Mr. Barrasso will continue to serve as the Executive Vice
President, Foodservice and Mr. Conine will continue to serve as the Executive Vice President, Human Resources & Administration.

Subsequent to year end, and effective June 1, 2007, PMCH established a management equity incentive plan (the “Equity Plan”) for the
benefit of executive officers and other key employees. The Equity Plan provides the following two types of equity ownership in
PMCH: (i) Incentive Units, which vest in equal increments, beginning on the one year anniversary of the date of grant, and (ii)
Subscription Units, ownership of which is effective June 1, 2007. The Equity Plan provides for accelerated vesting of Incentive Units
in the event of a change in control. The executive officers and certain other officers of the Company purchased Subscription Units
through direct investment in PMCH.
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(20) UNAUDITED QUARTERLY CONSOLIDATED FINANCIAL DATA:

The unaudited quarterly consolidated financial information includes the financial results of WRG for fiscal years 2006 and 2005
combined with the financial results of Perkins for the period September 21, 2005 through December 25, 2005 in fiscal year 2005 and
the financial results of Perkins for all of fiscal year 2006. All material intercompany transactions have been eliminated in
consolidation.

a Net
2006(b) Revenues Gros(s g’rofit Income(L 0ss)
1st Quarter $ 169,646 $ 27,078  $ (5,224)
2nd Quarter 136,910 23,360 3,796
3rd Quarter 134,237 19,586 (7,854)
4th Quarter 153,397 28,908 (90)

$ 594,190 $ 98,932 $ (9,372)
@)

2005(b) Revenues Gross Profit Net Loss

1st Quarter $ 57,105 $ 7,300 $ (2,207)
2nd Quarter 53,749 5,737 (5,899)
3rd Quarter 66,425 8,379 (5,651)
4th Quarter 144,194 24,636 (1,474)

$ 321,473 $ 46,052 $ (15,231)

(a) Represents total revenues less food costs, labor and benefits and operating expenses.

(b) Our financial reporting is based on thirteen four-week periods ending on the last Sunday in December. The first quarter each year
includes four four-week periods and, typically, the second, third and fourth quarters include three four-week periods. In 2006, as is the
case every six years, the fourth quarter included two four-week periods and one five-week period. The first, second, third and fourth
quarters of 2006 ended April 16, July 9, October 1, and December 31, respectively. For fiscal 2005 the financial reporting period
includes the fifty-two weeks ended December 29, 2005. In connection with the Combination, which was effective September 21, 2005
for reporting purposes, the year end for fiscal 2005 was changed to December 25, 2005, the year end for the Company.

For fiscal 2005, for WRG the financial reporting period includes the fifty-two week period ended December 29, 2005, and for Perkins
the period from September 21, 2005 through December 25, 2005.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

Effective July 17, 2006, the Audit Committee of the Board of Directors of P&MC Holding LLC, the indirect parent of the Company,
changed auditing firms as set forth on Form 8-K dated July 21, 2006.

On July 17, 2006, the Company appointed Deloitte & Touche LLP as its new independent registered public accounting firm to
conduct the audit of the Company’s financial statements as of and for the year ending December 31, 2006, with quarterly reviews of
the Company’s financial statements beginning as of and for the quarter ended July 9, 2006. The decision to engage Deloitte & Touche
LLP was recommended by management and approved by the Audit Committee of the Board of Directors.

Prior to the Combination, Ernst & Young LLP was the independent registered public accounting firm for WRG. Subsequent to the
July 17, 2006 appointment of Deloitte & Touche LLP as the Company’s independent registered public accounting firm, Ernst &
Young LLP was appointed to conduct the audit of the Company’s financial statements as of and for the year ending December 25,
2005.
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Item 9A. Controls and Procedures.

As of the end of the period covered by this report, an evaluation of the effectiveness of our disclosure controls and procedures (as
defined under the Securities and Exchange Commission rules) was carried out under the supervision and with the participation of the
Company’s management, including our Chief Executive Officer and Chief Financial Officer. Disclosure controls and procedures
include, without limitation, controls and procedures designed to ensure that information required to be disclosed in the reports that the
Company filed under the Exchange Act is accumulated and communicated to our management, including our Chief Executive Officer
and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.

Based on the results of our review, the determination was made that there were no control deficiencies that represented material
weaknesses in our disclosure controls and procedures. As a result of this determination, the Company’s management, including the
Company’s CEO and the CFO, concluded that our disclosure controls and procedures were effective as of December 31, 2006.

There were no changes in our internal control over financial reporting during the quarter ended December 31, 2006 that materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information.

None.
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PART III
Item 10. Directors, Executive Officers and Corporate Governance.
(a) Directors and Executive Officers of the Registrant

The following individuals are currently serving as directors and executive officers of the Company:

Name Aage Position with PMCI

Joseph F. Trungale 65  Director, President and Chief Executive Officer

James W. Stryker 60 Executive Vice President and Chief Financial Officer
James F. Barrasso 54  Executive Vice President, Foodservice Development
Charles A. Conine 55  Executive Vice President of Human Resources

Pete M. Pascuzzi 56  Senior Vice President, Corporate Restaurant Operations

Joseph F. Trungale

Joseph F. Trungale became our Chief Executive Officer on September 21, 2005. Mr. Trungale has been our President and Chief
Operating Officer, and a member of our board since March 8, 2004. Previously, Mr. Trungale was Chief Executive Officer and
Director of VICORP Restaurants, Inc. from November 1999 through September 2003, after serving as the President of the Bakers
Square concept since August 1998. From July 1997 through August 1998, Mr. Trungale served in various positions with operational
responsibility over VICORP’s Bakers Square restaurants. From September 1995 through July 1997, Mr. Trungale operated a family-
owned real estate business. For eight years preceding that, he was Vice President of Operations for Whataburger, Inc.

James W. Stryker

James W. Stryker became our Executive Vice President and Chief Financial Officer following the Combination on May 3, 2006. Mr.
Stryker joined WRG as Executive Vice President and Chief Financial Officer in 2001. Previously, Mr. Stryker served as Senior Vice
President and Chief Financial Officer at The Johnny Rockets Group from 1999 to 2001. Mr. Stryker was the Vice President / Chief
Financial Officer at Rubio’s Restaurants, Inc. from 1996 to 1999. From 1994 to 1995, he was Vice President, Finance and
Administration for American Restaurant Group, Inc. Prior to that, Mr. Stryker spent sixteen years with El Torito Restaurants,
including eight years as Executive Vice President and Chief Financial Officer. He was awarded an M.B.A. degree from the University
of California, Los Angeles and a B.A. degree from the University of California, Santa Barbara. He is also a certified public
accountant.

James F. Barrasso

James F. Barrasso has been Executive Vice President, Foodservice Development of PMCI since February 1999. Mr. Barrasso has also
been the President of Foxtail Foods since February 1999. For more than five years prior, he was our Vice President, Foodservice
Development. Mr. Barrasso has served in various executive positions with PMCI since September 1983. He was awarded both M.B.A.
and B.S. degrees from Memphis State University.

Charles A. Conine

Charles A. Conine became our Executive Vice President of Human Resources following the Combination on May 3, 2006. Mr.
Conine joined WRG in 1989 as Vice President, Human Resources. He has served as Senior Vice President, Human Resources and
Administration since 1994. Prior to coming to Marie Callender’s, Mr. Conine was employed by the Host division of Marriott
Corporation from 1979 to 1984 and from 1986 to 1989, serving as Vice President, Industrial Relations; Director of Industrial
Relations; and Industrial Relations / Affirmation Action Manager. Mr. Conine also spent five years as a human resources director for
Westin Hotels Company. He received a B.S. degree from Cornell University.

Pete M. Pascuzzi
Pete M. Pascuzzi joined PMCI as Vice President, Operations in January 2006. He was elected Senior Vice President, Corporate

Restaurant Operations in May 2007. Previously Mr. Pascuzzi served as Regional Vice President-South Region for Sonic Restaurants,
Inc. from 2005 to 2006. Mr. Pascuzzi was Managing Director-Operating Partner of Fast & Huge American Restaurants, Inc. from
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2004 to 2005. From 1998 to 2004 Mr. Pascuzzi was employed by Vicorp, Inc./Bakers Square Restaurants as Regional Vice President.
From 1987 to 1998 Mr. Pascuzzi was employed by Whataburger, Inc. as Director of Operations. From 1977 to 1987 he was employed
by Long John Silvers, Inc. as District Manager. He was awarded a B.B.A. degree from University of Missouri.

(b) Code of Ethics

We have adopted the Perkins & Marie Callender’s Inc. Code of Business Conduct (the “Code”) that provides written standards that
are reasonably designed to deter wrongdoing and to promote honest and ethical conduct; full, fair, accurate, timely and understandable
public communications or filings; compliance with applicable governmental laws, rules and regulations; the prompt internal reporting
of violations of the code to an appropriate person identified within the Code; and accountability for adherence to the Code. All
manager level employees and above are required annually to sign an acknowledgement that they are in compliance with the standards
outlined in the Code. A copy of the Code is available on our website, www.perkinsrestaurants.com. We intend to disclose any
amendments to or waivers of our Code by posting the required information on our website or filing a Form 8-K within the required
time periods.

(c) Audit Committee

We have a standing audit committee which is comprised of the following members of the Board of Directors: William Pruellage,
Chairman; Lee Cohn, and Zane Tankel. Mr. Pruellage is the non-independent financial expert of the audit committee.

Item 11. Executive Compensation.
Compensation Discussion and Analysis

This section discusses the principles underlying our executive compensation policies and decisions and the most important factors
relevant to an analysis of these policies and decisions. It provides qualitative information regarding the manner and context in which
compensation is awarded to and earned by our executive officers and places in perspective the data presented in the tables and
narrative that follow.

Our compensation program for executive officers is designed to attract, as needed, individuals with the skills necessary for us to
achieve our business plan, to motivate those individuals, to reward those individuals fairly over time and to retain those individuals
who continue to perform at or above the levels we expect. It is also designed to reinforce a sense of ownership, urgency and overall
entrepreneurial spirit and to link rewards to measurable corporate and individual performance.

Our executive officers’ compensation currently has two primary components — base compensation or salary and annual cash bonuses
under a performance-based, non-equity incentive plan. In addition, we provide our executive officers a variety of benefits
commensurate with their level of responsibility. We fix executive officer base compensation at a level we believe enables us to hire
and retain individuals in a competitive environment and to reward individual performance and contribution to our overall business
goals. We also take into account the base compensation that is payable by companies we believe to be our competitors and by other
private and public companies with which we believe we generally compete for executives. To this end, we access applicable executive
compensation surveys and other databases and review them when making executive officer hiring decisions, as well as annually when
reviewing executive compensation. We designed our executive bonus plan to focus our management on achieving key corporate
financial objectives, to motivate certain desired individual behaviors and to reward substantial achievement of these company
financial objectives and individual goals. We utilize cash bonuses to reward performance achievements with a time horizon of one
year or less, and we utilize salary as the base amount necessary to match our competitors for executive talent.

We view these components of compensation as related but distinct. Each is determined separately. Our compensation committee
annually reviews each component of each executive officer’s compensation. We determine the appropriate level for each
compensation component based in part, but not exclusively, on competitive benchmarking consistent with our recruiting and retention
goals, our view of internal equity and consistency, and other considerations we deem relevant, such as rewarding extraordinary
performance or changes in the executive’s area of responsibility. Except as described below, our compensation committee has not
adopted any formal or informal policies or guidelines for allocating compensation between long-term and currently paid out
compensation, between cash and non-cash compensation, or among different forms of non-cash compensation. However, our
compensation committee’s philosophy is to make a greater percentage of an employee’s compensation performance-based as he or she
moves to a more senior role. This philosophy also involves maintaining the salary component at the minimum competitive level while
providing the opportunity to be well-rewarded through the cash bonus component if the company performs well over time.
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Our compensation committee’s current intent is to perform an annual strategic review of our executive officers’ compensation to
determine whether they provide adequate incentives and motivation and whether they adequately compensate our executive officers
relative to comparable officers in other companies with which we compete for executives. These companies may consist of public and
private sector companies and may not all be restaurant companies. During 2006, our compensation committee met in May.
Compensation committee meetings typically have included, for all or a portion of each meeting, not only the committee members, but
also our chief executive officer. For compensation decisions relating to executive officers other than our chief executive officer, our
compensation committee typically considers recommendations from the chief executive officer.

Accounting rules require us to record cash compensation as an expense at the time the obligation is accrued. Unless and until we
achieve sustained profitability, the availability to us of a tax deduction for compensation expense will not be material to our financial
position. We structure cash bonus compensation so that it is taxable to our executives at the time it becomes available to them. We
currently intend that all cash compensation paid will be tax deductible for us.

Benchmarking of Base Compensation

In order to attract and retain seasoned executive officers, our compensation committee sets their base compensation after considering a
variety of factors, including benchmarking. Our compensation committee realizes that using a benchmark may not always be
appropriate but believes that it is an important element in determining base compensation. In instances where an executive officer is
uniquely key to our success, our compensation committee may provide compensation in excess of benchmarked percentiles. Our
compensation committee’s judgments with regard to market levels of base compensation are based on readily available market data,
restaurant compensation surveys and general compensation surveys. The compensation committee’s use of benchmarking, along with
other means of determining base pay, reflects consideration of our owners’ interests in paying what is necessary, but not significantly
more than necessary, to achieve our corporate goals, while conserving cash as much as practicable. We believe that, given the industry
in which we operate and the corporate culture we have created, our base compensation is generally sufficient to retain our existing
executive officers and to hire new executive officers when and as required. The annual salary levels as of December 31, 2006 for each
of our executive officers are reflected in the footnotes to the “Summary Compensation Table — 2006” below.

Cash Bonuses under Our Non-Equity Incentive Plan

The 2006 executive bonus plan in effect for our executive officers as of December 31, 2006 provides cash bonus awards to reward
members of our management team, including vice presidents and more senior executive officers. It contemplates the payment of a
target bonus equal to a percentage of the executive officer’s current annual salary. Awards to executive officers are approved by our
compensation committee. The current annual target bonus percentages are 70% for Mr. Trungale, 45% for Mr. Stryker, 45% for Mr.
Barrasso and 45% for Mr. Conine; the maximum bonus payable as a percentage of base salary is currently 100% for Mr. Trungale,
and 67.5% for each of Mr. Stryker, Mr. Barrasso and Mr. Conine. We pay bonuses annually following the closing of our year-end
accounting cycle.

As a result of the combination in May 2006 of WRG with Perkins, the compensation committee elected to calculate fiscal year 2006
executive bonus awards using the individual executive bonus plan structures in place at WRG and Perkins as of the effective date of
the Combination. For fiscal year 2007, the compensation committee of PMCI adopted a single executive bonus plan.

The basis for the bonus calculation for our executive officers in fiscal year 2006 was our consolidated EBITDA budget (earnings
before interest, taxes, depreciation and amortization) and bonuses were paid based on the actual financial results of the Company
relative to that basis.

Further details about our executive bonus plan are provided below in the footnotes to the “Summary Compensation Table — 2006”.
Under the current guidelines established by our compensation committee, the Company would not attempt to recover previous
bonuses paid based on our financial performance as a result of our revenues or operational EBITDA being later restated in a
downward direction sufficient to reduce the amount of bonus that should have been paid under our plan formulas.

Severance and Change in Control Payments

The Company provides change of control arrangements for key executives in order to mitigate some of the risk that exists working in
an environment where there is a meaningful likelihood that a change of control event may occur. These arrangements are intended to
attract and retain qualified executives whose alternative job opportunities may appear more attractive absent these arrangements;
change of control arrangements also serve to mitigate a potential disincentive to consideration and execution of a change of control,
particularly where the services of executive officers may not be required at some point following the change in control.
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Following the Combination, the employment of WRG’s chief executive officer Phillip Ratner was terminated in September 2006. In
accordance with the terms of his written employment agreement, Mr. Ratner was entitled to receive the following: continued payment
of his base salary in effect as of the date of his termination of employment ($1,000,000 for the two year period following the
termination of his employment); a prorated portion of the executive bonus award he would have received had he remained employed
with WRG for all of fiscal year 2006, determined based on WRG’s performance through the termination date; continuation of his
health and life insurance and related coverages while he is receiving severance compensation; continuation of a monthly mortgage
supplement based on the after-tax difference in housing cost between Heath, TX, (Mr. Ratner’s former residence), and the cost of his
housing in the area near WRG’s office in Aliso Viejo, CA. Mr. Ratner’s severance compensation is payable in bi-weekly installments
and shall be reduced by the amount of any employment income he receives during the period he is receiving severance compensation.

For quantification of these severance and change of control benefits, please see the discussion under “— Executive Compensation —
Severance and Change of Control Agreements” below.

Other Benefits

Executive officers are eligible to participate in our employee benefit plans such as medical, dental, vision, group life, disability,
accidental death and dismemberment insurance, and our 401(k) plan. For executive officers and certain other key employees we
provide supplemental life insurance, disability and long-term care coverage.

Compensation Committee Report

The compensation committee of the Board of Directors of Perkins & Marie Callender’s Inc. has reviewed and discussed with
management the information contained in the Compensation Discussion and Analysis section of this filing and recommended to the
Board of Directors that the Compensation Discussion and Analysis be included in this Form 10-K.

Compensation Committee:

John K. Castle, Chairman

David B. Pittaway

Dr. John J. Connolly

Executive Compensation Tables

The following table provides information regarding all plan and non-plan compensation awarded to or earned by each of our executive

officers serving as such at the end of 2006 for all services rendered in all capacities to us during 2006, based on the information
available to us as of December 31, 2006. We refer to these five executive officers as our named executive officers.
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Summary Compensation Table — 2006

Change in
Pension Value
and
Nonqualified
Non-Equity Deferred
Incentive Plan  Compensation All Other
Salary Compensation Earnings Compensation Total
Name and Principal Position Year () ) 3) (@) (5)
Joseph F. Trungale 2006 $ 566,539 $ 446,250 — $ 51536 $ 1,064,325
President and Chief Executive Officer
Phillip Ratner 2006 $ 357,156 $ 123,234 $ 2,987 $ 193,786 $ 677,163
Former President and Chief Executive Officer,
WRG
James W. Stryker 2006 $ 304,111 $ 144,585 $ 14,364 $ 36,959 $ 500,019
Executive Vice President, Chief Financial
Officer
James F. Barrasso 2006 $ 277,276 $ 119,340 — $ 35,961 $ 432,577

Executive Vice President, Food Service
Development
Charles A. Conine 2006 $ 224,722 $ 107,865 $ 2,305 $ 237,520 $ 572,412
Executive Vice President, Human Resources
and Administration

(1) The amounts in this column include any salary contributed by the named executive officer to our nonqualified deferred
compensation and 401(k) plans. In May 2007, our compensation committee approved annual base compensation for these
executive officers as follows: Mr. Trungale — $625,000; Mr. Stryker — $328,000; Mr. Barrasso — $260,000; Mr. Conine—
$244,000.

(2) The amounts in this column represent total performance-based bonuses earned for services rendered during 2006. These bonuses
were earned during 2006 and were based entirely on our financial performance and the executive officer’s performance against his
or her specified individual objectives; these bonus amounts were paid in 2007. For Mr. Ratner the bonus shown was prorated in
accordance with the terms of his employment agreement.

(3) Amounts represent Non-Qualified Deferred Compensation Plan earnings.
(4) See table below for detail of amounts in this column.

(5) The dollar value in this column for each named executive officer represents the sum of all compensation reflected in the preceding
columns.

All Other Compensation—2006

NQDC
Loan Medical 401(k) Matching
Vehicle Relocation  Forgiveness Life Insurance  Insurance Matching Contributions Legal Fees Severance
Allowance _Club Dues 1) 2 (3) Premiums Premiums _Contributions 4 (5) Payments Total
Joseph F. Trungale $ 9,600 $ 6336 $ — — $ 8,625 $ 26420 $ — 3 — $ 555 § — $ 51,536
Phillip Ratner $ 13,000 $ — $ 23160 $ —  $ 3,780 $ — — % — $ — $153,846 $193,786
James W. Stryker $ 11,104 $ 6% $ — 3 — $ 7,826 $ 718 $ 1,234 3 8,359 $ 555 § — $ 36,959
James F. Barrasso $ 9,600 $ 6074 $ — — 3 5,468 $ 14164 $ 100 $ — 3 555 $ — $ 35961
Charles A. Conine $ 11,104 $ 618 $ 109,953 $ 90455 $ 5,423 $ 2522 $ 554 $ 16,336 $ 55 § —  $237,520

(1) In connection with his relocation to Memphis, TN, the Company incurred various relocation payments on behalf of Mr. Conine,
including non-recurring closing costs on the sale of his primary residence, temporary housing in Memphis, and the cost of
transferring his household goods and vehicle. We expect to pay additional, related expenses in 2007. Amounts paid in 2006 totaled
$109,953.

(2) The relocation payment to Mr. Ratner equals the total of his mortgage differential reimbursement received during his 2006
employment with the Company prior to the Combination as discussed in the section entitled Severance and Change in Control
Payments.
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(3) In connection with the Combination, a loan outstanding to Mr. Conine was forgiven in exchange for the surrender of WRG
securities pledged as security for the loan.

(4) Amounts represent contributions made by the Company and are discussed in the Nonqualified Deferred Compensation section.
Amounts include a discretionary contribution equal to $6,542 for Mr. Stryker and $14,438 for Mr. Conine. These amounts were
awarded in early 2007 based on account balances as of December 31, 2006.

(5) Legal fees totaling $2,220 in the aggregate were paid on behalf of our executive officers for advice rendered in connection with
their employment agreements.

Pension Benefits

The PMCI Supplemental Executive Retirement Plan | (“SERP 1) was established by the Company in 2006. Mr. Trungale and Mr.
Barrasso participated in SERP I in 2006. Contributions vest at a rate of 25% for one to three years of service, 50% for four to five
years of service and 100% for five or more years of service.

The following table provides information regarding all plans providing for payments or other benefits at, following, or in connection
with retirement for each of our executive officers serving as such at the end of 2006, based on the information available to us as of
December 31, 2006.

Pension Benefits—2006

Number of Years Present Value of Payments During
Name Plan Name Credited Service Accumulated Benefit Last Fiscal Year
Joseph F. Trungale SERP | 1 $ 15,000 $ 0
Phillip Ratner — — — —
James W. Stryker — — — —
James F. Barrasso SERP | 1 $ 10,000 $ 0

Charles A. Conine — — —
Nonqualified Deferred Compensation

The following table provides information regarding all plans providing for the deferral of compensation on a basis that is not tax-
qualified for each of our executive officers, based on the information available to us as of December 31, 2006.

Nonqualified Deferred Compensation—2006

Executive Registrant Aggregate

Contributions in Contributions in Earnings in Last Aggregate Balance

Last Fiscal Year Last Fiscal Year Fiscal Year Aggregate at Last Fiscal Year
Name (1) (2) (3) Withdrawals/Distributions End
Joseph F. Trungale — — — — —
Phillip Ratner $ 11,002 — $ 2,987 — $ 36,970
James W. Stryker $ 3,504 $ 8,359 $ 14,364 — $ 82,205
James F. Barrasso — — — — —
Charles A. Conine $ 7110 $ 16,336 $ 2,305 — $ 179,773

(1) Amounts represent deferred salary and are reflected as such in the Salary column of the Summary Compensation Table.

(2) Amounts represent contributions made by the Company and are reflected as such in the All Other Compensation column of the
Summary Compensation Table, as well as in the NQDC Matching Contributions column of the All Other Compensation Table.
Amounts include a discretionary contribution equal to $6,542 for Mr. Stryker and $14,438 for Mr. Conine; these amounts were
awarded in early 2007 based on account balances as of December 31, 2006.

(3) Amounts are also reflected in the Change in Pension Value and Nonqualified Deferred Compensation Earnings column of the
Summary Compensation Table.
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In connection with the Combination, the Company terminated its nonqualified deferred compensation plan, in which Mr. Barrasso was
a participant. In October 2006 a new plan (the “Successor Plan™), was adopted. The terms of the new plan are similar to the terminated
plan and provide enrollment for eligible employees of both Perkins and Marie Callender’s. The Successor Plan is available for
enrollment on a voluntary, non-discriminatory basis to executive officers and other key employees.

The Successor Plan is a nonqualified defined contribution plan; the first 3% of eligible pay contributed to the plan by the executive is
eligible for a company matching contribution of 3%, which vests over a three year period. The Company may elect to make additional
contributions to an employee’s account. For purposes of the Successor Plan, eligible pay is defined as base pay and the eligible portion
of any incentive award.

Deferrals are made at the direction of the executive and are for a specific term and on a pre-tax basis. No distributions will occur until
the executive’s retirement, disability, death, separation from employment or financial hardship. Upon the occurrence of one of these
events, periodic payments are distributed as elected by the executive in accordance with the Successor Plan’s waiting period for such
payments or upon a change in control event or other action by the Board of Directors which results in termination of the Successor
Plan. Participating employees choose from a variety of investment units selected by the Company, none of which contain any
securities of the Company. The fund(s) chosen, dividend calculations and market fluctuations will determine any gain or loss to the
employee balances; employee fund elections, including allocations of investments among the various investment units offered, may be
changed by the employee as frequently as desired.

Messrs. Ratner, Stryker and Conine participated in a predecessor plan at WRG, the terms of which provided no company matching
contributions; participant changes to fund selection or percentage allocations were limited to once monthly. Subsequent to the
Combination the WRG predecessor plan was terminated and employee balances were transferred to the Successor Plan. Mr. Stryker
and Mr. Conine participated in the Successor Plan in 2006.

Severance and Change of Control Agreements

As of December 31, 2006 PMCI maintained formal severance arrangements for each of Mr. Trungale, Mr. Stryker and Mr. Conine.
These arrangements provide severance benefits of twelve months for Mr. Trungale and Mr. Stryker, and up to twelve months for Mr.
Conine. The foregoing would be payable should the executive’s employment be terminated involuntarily for reasons other than cause.

As a result of the Combination, the compensation committee reviewed the existing severance arrangements. As a result, new
employment agreements for each of Messrs. Trungale, Stryker, Conine and Barrasso were placed into effect effective June 1, 2007.
The full terms of these arrangements are discussed in the “Employment Agreements and Offer Letters” section herein. The
employment agreements include a provision for severance compensation which would be payable to each executive officer in the
event his employment is terminated for “Good Reason” or “Without Cause”. The following definitions apply to such arrangements:

The term “Cause” shall mean: as determined by the Board of Directors (or its designee), (i) the Executive’s material breach of any of
the Executive’s obligations under his Employment Agreement; (ii) the Executive’s continued and deliberate neglect of, willful
misconduct in connection with the performance of, or refusal to perform the Executive’s duties, which, in the case of neglect or failure
to perform, has not been cured within thirty days after the Executive has been provided notice of the same; (iii) the Executive’s
engagement in any conduct which injures the integrity, character, business or reputation of the Company or any of its subsidiaries or
affiliates or which impugns the Executive’s own integrity, character or reputation so as to cause the Executive to be unfit to act on
behalf of the Company; or (iv) the Board of Director’s good faith determination that the Executive has committed an act or acts
constituting a felony, or other act involving dishonesty, disloyalty or fraud against the Company or any of its subsidiaries or affiliates.

The term “Good Reason” shall mean: (i) the assignment to the Executive of duties and responsibilities not commensurate with his
current job title; (ii) the failure of the Company to provide Base Salary, bonus opportunity and benefits to the Executive as required
herein; or (iii) the failure of the Company to adhere in any substantial manner to any of its other covenants herein, provided that any of
the foregoing continues for a period of twenty days after written notice specifying the nature thereof and requesting that it be cured, is
given to the Company by the Executive. If a Change in Control has occurred, the term “Good Reason” shall also mean (iv) any other
action by the Company which results in a diminishment in the Executive’s position, authority, duties or responsibilities to any
substantial degree; (v) any material adverse change in the Executive’s benefits or perquisites; or (vi) the Company’s requiring the
Executive to be based at any office or location more than fifty miles from that which the Executive is based immediately prior to the
Change in Control. The Executive’s election to terminate his employment for Good Reason shall in no way limit or restrict his
remedies at law or equity for a breach of his Employment Agreement.
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The term “Change in Control” shall mean: (i) the sale of all or substantially all of the business and/or assets of the Company to a
person or entity that is not a subsidiary or other affiliate of the Company or Castle Harlan Partners 1V, L.P. (“CHP™); (ii) the merger or
consolidation or other reorganization of the Company with or into one or more entities that are not subsidiaries or other affiliates of
the Company or CHP, which results in less than 50% of the outstanding equity interests of the surviving or resulting entity
immediately after the reorganization being owned, directly or indirectly, by the holders (or affiliates of the holders) of equity interests
of the Company, immediately before such reorganization; and (iii) approval by the stockholders of the Company of the dissolution or
liquidation of the Company.

The following table provides the current potential payments for each named executive officer upon termination for Good Reason or
Without Cause:

Salary Benefits

Name 1) 2
Individuals with 24 months continuation:

Joseph F. Trungale $ 1,250,000 $ 47,356
Phillip Ratner 1,000,000 8,218
Individuals with 12 months continuation:

James W. Stryker 328,000 15,410
James F. Barrasso 260,000 12,624
Charles A. Conine 244,000 8,550

(1) Reflects 24 months of continued salary in the cases of Mr. Trungale and Mr. Ratner and 12 months of continued salary in the cases
of Mr. Stryker, Mr. Barrasso and Mr. Conine. As of December 31, 2006, Mr. Ratner, whose employment with WRG was
terminated in September 2006, had received $153,846 of the total potential salary payment shown.

(2) Reflects 24 months of continued health (medical, dental and vision) and life insurance in the cases of Mr. Trungale and Mr.
Ratner; and 12 months of continued health (medical, dental and vision) and life insurance in the cases of Mr. Stryker, Mr. Conine
and Mr. Barrasso.

Employment Agreements and Offer Letters

We were party to agreements with the following executive officers, contained in written employment offers or employment
agreements which were effective prior to the Combination. Effective June 1, 2007 new written employment agreements were
established for each of the executive officers; these agreements supersede all prior written arrangements. The explanation of these
agreements and any arrangements they supersede is as follows:

Joseph F. Trungale

On February 4, 2004, Mr. Trungale executed a written offer of employment and was employed as our Chief Operating Officer and
President. Upon the retirement of our former Chief Executive Officer in 2005, Mr. Trungale was elected to this position. Effective
June 1, 2007 the Company and Mr. Trungale executed a new employment agreement which provides employment arrangements as
follows: the initial term is three years and the agreement renews automatically for successive one-year terms unless either party
provides notice of termination; annual base compensation is $625,000, and a minimum of twenty-four months of base salary and
benefits are provided in the event employment is terminated Without Cause or for Good Reason; a prorated incentive bonus in the
fiscal year in which employment terminates, to be awarded if Mr. Trungale’s termination occurs for reasons other than Cause; an
annual incentive bonus target award of 70% of base compensation, with a maximum award of 100% of base compensation.

James W. Stryker

On September 28, 2001, Mr. Stryker executed a written employment agreement with WRG and was employed as WRG’s Executive
Vice President and Chief Financial Officer. Following the Combination in May 2006, Mr. Stryker was elected Executive Vice
President and Chief Financial Officer of PMCI. Effective June 1, 2007 the Company and Mr. Stryker executed a new employment
agreement which provides employment arrangements as follows: the initial term is eighteen months and the agreement renews
automatically for successive one-year terms unless either party provides notice of termination; annual base compensation is $328,000,
and a minimum of twelve months of base salary and benefits are provided in the event employment is terminated Without Cause or for
Good Reason; a prorated incentive bonus in the fiscal year in which employment terminates, to be awarded if Mr. Stryker’s
termination occurs for reasons other than Cause; an annual incentive bonus target award of 45% of base compensation, with a
maximum award of 67.5% of base compensation.
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James F. Barrasso

Effective June 1, 2007 the Company and Mr. Barrasso executed a new employment agreement which provides employment
arrangements as follows: the initial term is eighteen months and the agreement renews automatically for successive one-year terms
unless either party provides notice of termination; annual base compensation is $260,000, and a minimum of twelve months of base
salary and benefits are provided in the event employment is terminated Without Cause or for Good Reason; a prorated incentive bonus
in the fiscal year in which employment terminates, to be awarded if Mr. Barrasso’s termination occurs for reasons other than Cause;
an annual incentive bonus target award of 45% of base compensation, with a maximum award of 67.5% of base compensation.

Charles A. Conine

On November 12, 1999 Mr. Conine, WRG’s Senior Vice President of Human Resources and Administration, executed a written
employment agreement with WRG. Following the Combination, Mr. Conine was elected Executive Vice President of Human
Resources & Administration of PMCI. Effective June 1, 2007 the Company and Mr. Conine executed a new employment agreement
which provides employment arrangements as follows: the initial term is eighteen months and the agreement renews automatically for
successive one-year terms unless either party provides notice of termination; annual base compensation is $244,000, and a minimum
of twelve months of base salary and benefits in the event employment is terminated Without Cause or for Good Reason; a prorated
incentive bonus in the fiscal year in which employment terminates, to be awarded if Mr. Conine’s termination occurs for reasons other
than Cause; annual incentive bonus target award of 45% of base compensation, with a maximum award of 67.5% of base
compensation.

Employee Benefit Plans
401(k) Plan

We sponsor a retirement plan intended to qualify for favorable tax treatment under Section 401(k) of the Code. Employees who have
attained at least 18 years of age are generally eligible to participate in the plan on their first pay period following one year of
employment, provided they complete 1,000 hours of service within the preceding year. Participants may make pre-tax contributions to
the plan from their eligible earnings up to the statutorily prescribed annual limit on pre-tax contributions under the Code. Executive
officers and other employees who are defined in the Code as highly compensated are limited to a maximum of three percent of
earnings in pre-tax contributions. Participants, including executive officers, who are 50 years of age or older may contribute additional
amounts based on the statutory limits for catch-up contributions. Pre-tax contributions by participants to the plan and the income
earned on those contributions are generally not taxable to participants until withdrawn. Participant contributions are held in trust as
required by law. No minimum benefit is provided under the plan. The Company currently provides a matching contribution of 25
cents on each dollar of eligible pay the employee contributes to the plan, up to the first six percent of base pay. An employee’s vested
ownership in his or her contributions is always 100%. Any employer match amounts vest fully upon the completion of three years of
service. The investment options available to participants do not include any Company securities.

Director Compensation

The Company has four non-employee directors who receive remuneration for their services as members of the board of directors.
Allen J. Bernstein provides consulting services to PMCI and also serves as non-executive chairman of the board of directors; the
annual fee payable for his combined services is $200,000. Our remaining non-employee directors are compensated as follows: $8,750
per meeting

attended for Dr. Connolly, and $5,000 per meeting for Mr. Tankel and Mr. Cohn. Our employed director, Mr. Trungale, receives no
additional compensation for his service on the Board.
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The following table sets forth a summary of the compensation earned by our non-employee directors in 2006:

2006 Non-Employee Director Compensation

Fees
Earned

Name Year %
Allen J. Bernstein, Non-Executive
Chairman 2006 $ 300,000(1)
Zane Tankel, Director 2006 $ 20,000
Lee Cohn, Director 2006 $ 20,000
Dr. John J. Connolly, Director 2006 $ 26,250

(1) Mr. Bernstein is compensated at the rate of $200,000 per year for consulting services to PMCI as well as his service as non-
executive chairman of our board of directors. Mr. Bernstein was also awarded a special bonus of $100,000 for his service to PMCI
in 2006, payable in 2007 .

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.
(a) Security ownership of certain beneficial owners.

PMCH, our parent, holds all of our issued and outstanding capital stock. PMCH is a direct wholly owned subsidiary of PMC Holding,
who is a direct wholly owned subsidiary of P&MC Holding LLC. The following table sets forth information with respect to the
beneficial ownership of buyer parent’s equity interests by:

» Each person who is known by us to beneficially own 5% or more of P&MC Holding LLC’s outstanding equity;
« Each member of P&MC Holding LLC’s board of directors;

» Each of our executive officers named in the executive compensation table; and

e All members of P&MC Holding LLC’s board of directors and our executive officers as a group.

Beneficial ownership is determined in accordance with the rules of the SEC. To our knowledge, each of the holders of units of
ownership interests listed below has sole voting and investment power as to the units owned unless otherwise noted. The holders of
Class A units will not ordinarily have the right to vote on matters to be voted on by unit holders. Holders of Class A and Class B units
will also have different rights with respect to distributions.

Percentage Percentage
Number of Total Number of Total
Name and Address of of Class A Class A of Class B Class B
Beneficial Owner Units Units Units Units
Castle Harlan Partners 1V, L.P. (1)(2) 592,237.23627 53.62% 592,237.23627 53.62%
Castle Harlan Partners 111, L.P. (1)(2) 418,387.31260 37.88% 418,387.31260 37.88%
John K. Castle (1)(3) 1,010,624.54887 91.49% 1,010,624.54887 91.49%
Donald N. Smith (1) 64,993.50065 5.88% 64,993.50065 5.88%
James W. Stryker (1) 141.83407 0.01% 141.83407 0.01%
Charles A. Conine (1) 787.96703 0.07% 787.96703 0.07%
Allan C. Bernstein (1) 658.45598 0.06% 658.45598 0.06%
David B. Pittaway (1) 224.19238 0.02% 224.19238 0.02%
William M. Pruellage (1) 22.41924 0.00% 22.41924 0.00%
Total Units (including those listed above) 1,104,589.47116 100.00% 1,104,589.47116 100.00%

(1) The address for CHP 1V, CHP |1l and Messrs. Castle, Pittaway and Pruellage is c/o Castle Harlan, Inc., 150 East 58th Street, New
York, New York 10155. The address for Messrs. Bernstein and Connolly is Morton’s Restaurant Group, Inc., 325 North LaSalle
Street, Suite 500, Chicago, lllinios 60610. The address for Mr. Smith is 90 Hawthorne Lane, Barrington, Illinois 60010 and the
executive officers named in the table is 6075 Poplar Avenue, Suite 800,Memphis, Tennessee 38119.
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(2) Includes units of ownership interests held by related entities and persons, all of which may be deemed to be beneficially owned by
CHP 1V and CHP lII, respectively. Each of CHP Ill and CHP IV disclaim beneficial ownership of these units.

(3) John K. Castle, a member of PMC Holding’s board of directors, is the controlling stockholder of Castle Harlan Partners 1V, G.P.,
Inc., the general partner of the general partner of CHP IV, the direct parent of the buyer parent, and as such may be deemed a
beneficial owner of the units of PMC Holding owned by CHP 1V and its affiliates. Mr. Castle is also the controlling stockholder of
Castle Harlan Partners Ill, G.P., Inc., which is the general partner of the general partner of Castle Harlan Partners Ill, L.P., and as
such may be deemed a beneficial owner of the units of PMC Holding owned by CHP Il and its affiliates. Mr. Castle disclaims
beneficial ownership of all units in excess of both (i) his proportionate partnership share of CHP IV and (ii) his proportionate
ownership interest in Castle Harlan Partners 11, L.P. and its affiliates, respectively.

(b) Securities Authorized for Issuance Under Equity Compensation Plans.
At December 31, 2006, PMCI has no equity compensation plans.

Subsequent to year end, and effective June 1, 2007, PMCH established a management equity incentive plan (the “Equity Plan”) for the
benefit of executive officers and other key employees. The Equity Plan provides the following two types of equity ownership in
PMCH: (i) Incentive Units, which vest in equal increments, beginning on the one year anniversary of the date of grant, and (ii)
Subscription Units, ownership of which is effective June 1, 2007. The Equity Plan provides for accelerated vesting of Incentive Units
in the event of a change of control. The executive officers and certain other officers of the Company purchased Subscription Units
through direct investment in PMCH.

(c) Arrangements Related to a Possible Change in Control of the Company.

None

Item 13. Certain Relationships and Related Transactions and Director Independence.
(a) Transactions with Management and Others.

Management Agreement:

We have entered into a management agreement with Castle Harlan, under which Castle Harlan provides business and organizational
strategy, financial and investment management, advisory, merchant and investment banking services to our parent and us. As
compensation for those services, we pay to Castle Harlan (1) for services rendered during the first year of the term of the agreement, a
management fee equal to 3% of the aggregate equity contributions made upon closing of the Acquisition by CHP IV and its affiliates
(including their limited partners), paid at the closing of the Acquisition, and (2) for services rendered after the first full year of the
agreement, an annual management fee equal to 3% of the aggregate equity contributions made by CHP IV and its affiliates (including
their limited partners), payable quarterly in advance. Under the management agreement, we paid Castle Harlan, for services rendered
in connection with the Transactions, a one-time transaction fee paid on the date of the closing of the Acquisition equal to 1% of the
aggregate equity contributions made on the closing of the Acquisition by CHP IV and its affiliates (including their limited partners). In
addition, if at any time after the closing of the Acquisition, CHP IV or its affiliates (including their limited partners) make any
additional equity contributions to any of our parent or us, we will pay Castle Harlan an annual management fee equal to 3 % of each
such equity contribution. We will also pay or reimburse Castle Harlan for all out-of-pocket fees and expenses incurred by Castle
Harlan and any advisors, consultants, legal counsel and other professionals engaged by Castle Harlan to assist in the provision of
services under the management agreement.

The management agreement is for an initial term expiring December 31, 2012 and is subject to renewal for consecutive one-year terms
unless terminated by Castle Harlan or us upon 90 days notice prior to the expiration of the initial term or any annual renewal. We also
indemnify the manager, its officers, directors and affiliates from any losses or claims suffered by them as a result of services they
provide us. Payment of management fees will be subject to restrictions contained in our senior secured credit facility and under the
indenture.

We paid Castle Harlan $3,635,000 and $1,777,000 in annual management fees for the years ended December 31, 2006 and December
31, 2005, respectively, and we paid them $867,000 for management fees and expenses related to the closing of the Acquisition.
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Other Board Affiliations:

Certain members of the Board of Directors of our parent have in the past served, currently serve and in the future may serve on the
boards of directors of other restaurant companies. Among the boards of directors of Castle Harlan portfolio companies on which one
or more of our parent’s directors serve are McCormick and Schmick Management Group, Morton’s Restaurant Group, Inc., Bravo
Development Inc., and Caribbean Restaurants, LLC.

(b) Independent Directors.

In accordance with the definition of “independent directors” under Rule 4200 of the NASDAQ Exchange, the following directors have
no direct or indirect material relationship with us: Dr. John J. Connolly, Lee Cohn, Zane Tankel.

Item 14. Principal Accounting Fees And Services.

The following table sets forth fees for services from PricewaterhouseCoopers LLP, Deloitte and Touche LLP and Ernst & Young LLP
provided to the Company for fiscal 2006 and 2005:

2006 2005

Deloitte & Touche LLP

Audit fees $ 485,000 $ —

Tax fees (1) 150,500 7,500

Total $ 635,500 $ 7,500
PricewaterhouseCoopers LLP

Audit fees $ 128,000 $ 762,000

Tax fees (2) — 5,000

Total $ 128,000 $ 767,000
Ernst & Young LLP

Audit fees $ — $ 925,000

Tax fees — —

Total $ — $ 925,000

(1) Represents 2005 fees of $7,500 to review the Company’s September 21, 2005 federal income tax return and 2006 fees of $47,000
related to the review of deferred compensation plans and consultation regarding IRC Section 409A compliance, fees of $50,000
related to transfer pricing matters and fees of $53,500 regarding various federal and state income tax matters.

(2) Represents fees primarily related to review of the Company’s federal income tax return.
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PART IV

Item 15. Exhibits and Financial Statement Schedules.

(@) 1. Financial Statements filed as part of this report are listed below:

Report of Independent Registered Public Accounting Firm.
Consolidated Statements of Operations for the years ended December 31, 2006, December 25, 2005 and December 30, 2004.
Consolidated Balance Sheets at December 31, 2006 and December 25, 2005.

Consolidated Statements of Stockholder’s Investment for the years ended December 31, 2006, December 25, 2005 and
December 30, 2004.

Consolidated Statements of Cash Flows for the years ended December 31, 2006, December 25, 2005 and December 30,
2004.

Notes to Consolidated Financial Statements.

2. The following Financial Statement Schedule for the years ended December 31, 2006, December 25, 2005 and
December 30, 2004 is included:

No.
Il. Valuation and Qualifying Accounts.
Schedules I, 111, 1V and V are not applicable and have therefore been omitted.
3. Exhibits:
Exhibit No.
1.1* Stock Purchase Agreement, dated as of September 2, 2005, by and among The Restaurant Holding Corporation, The
Individuals and Entities listed on Exhibit A attached thereto and TRC Holding Corp.
1.2* First Amendment to Stock Purchase Agreement, dated as of September 21, 2005, by and among The Restaurant Corporation,
TRC Holding Corp., BancBoston Ventures Inc. and Donald N. Smith
2.1* Stock Purchase Agreement, dated as of May 3, 2006, by and among The Restaurant Company, TRC Holding LLC, Wilshire
Restaurant Group, Inc. and the individuals and entities listed on Exhibit A attached thereto.
3.1* Certificate of Amendment of Certificate of Incorporation of The Restaurant Company dated August 7, 2006.
3.2* Certificate of Amendment of Certificate of Formation of TRC Realty LLC dated December 5, 2006.
4.1* First Supplemental Indenture, dated as of April 28, 2006, by and among The Restaurant Company, the Guarantors and The
Bank of New York, as trustee.
4.2* Form of 10% Senior Notes due 2013 (included in Exhibit 4.1)
4.3* Registration Rights Agreement, dated as of September 21, 2005, among TRC Finance, Inc., Perkins & Marie Callender’s
Inc., the Guarantors and the Initial Purchasers
4.4* Form of Guarantee (included in Exhibit 4.1)
10.1*  Purchase Agreement, dated as of September 16, 2005 among TRC Finance, Inc. and Wachovia Capital Markets, LLC, BNP
Paribas Securities Corp., Jefferies & Company, Inc. and Piper Jaffray & Co. as Initial Purchasers
10.2* Amended & Restated Credit Facility, dated as of September 21, 2005, amended and restated as of May 3, 2006, by and

among The Restaurant Company, The Restaurant Holding Corporation, the lenders who are or may become a party to the
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10.3*

10.4*

10.5*

10.6*

10.18

10.19

10.20

10.21

21.1*
31.1
31.2
321
32.2

Agreement, Wachovia Bank, National Association, as Administrative Agent for the Lenders, BNP Paribas, as Syndication
Agent, and Wells Fargo Foothill, Inc., as Documentation Agent.

Collateral Agreement, dated as of September 21, 2005, by and among The Restaurant Holding Corporation, Perkins & Marie
Callender’s Inc., and certain of its Subsidiaries as Grantors, in favor of Wachovia Bank, National Association, as
Administrative Agent

Revolving Credit Note, dated as of September 21, 2005, by Perkins & Marie Callender’s Inc. in favor of BNP Paribas, in the
original amount of $12,500,000

Revolving Credit Note, dated as of September 21, 2005, by Perkins & Marie Callender’s Inc. in favor of Wachovia Bank,
National Association, in the original amount of $12,500,000

Joinder Agreement, dated as of September 21, 2005, by and among TRC Finance, Inc., Perkins & Marie Callender’s Inc.,
Perkins & Marie Callender’s Inc. of Minnesota, Perkins Finance Corporation and TRC Realty LLC

Employment Agreement between Perkins & Marie Callender’s Inc. and Joseph F. Trungale, President and Chief Executive
Officer — refer to www.sec.gov

Employment Agreement between Perkins & Marie Callender’s Inc. and James W. Stryker, Executive Vice President and
Chief Financial Officer — refer to www.sec.gov

Employment Agreement between Perkins & Marie Callender’s Inc. and James F. Barrasso, Executive Vice President,
Foodservice — refer to www.sec.gov

Employment Agreement between Perkins & Marie Callender’s Inc. and Charles A. Conine, Executive Vice President,
Human Resources & Administration — refer to www.sec.gov

List of subsidiaries of Perkins & Marie Callender’s Inc.

Chief Executive Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 302
Chief Financial Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 302.
Chief Executive Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 906.

Chief Financial Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 906.

* Previously filed as an exhibit to the Registrant’s Registration Statement on Form S-4 (File No. 333-131004), originally filed on
January 12, 2006.

Trademark Notice.

The following trademarks are used in this report to identify products and services of the Company: Marie Callender’s, Marie
Callender’s Restaurant and Bakery, Marie Callender’s Grill, Perkins, Perkins Family Restaurant, Perkins Restaurant and Bakery,
Perkins Family Restaurant and Bakery and Perkins Bakery.

[Intentionally Left Blank]

80



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report
to be signed on our behalf by the undersigned thereunto duly authorized, on this the 25th day of June 2007.

PERKINS & MARIE CALLENDER’S INC.

By: /s/ Joseph F. Trungale
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on behalf of
the Registrant and in the capacities indicated on this the 25th day of June 2007.

Signature Title

/s/ Joseph F. Trungale President and Chief Executive Officer

Joseph F. Trungale (Principal Executive Officer)

/sl James W. Stryker Executive Vice President and Chief Financial Officer
James W. Stryker (Principal Financial and Accounting Officer)

We have not sent, and do not intend to send, an annual report to security holders covering our last fiscal year, nor have we sent a
proxy statement, form of proxy or other soliciting material to our security holders with respect to any annual meeting of security
holders.
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SCHEDULE Il

PERKINS & MARIE CALLENDER’S INC.
VALUATION AND QUALIFYING ACCOUNTS
(In Thousands)

Column A Column B Column C Column D Column E
Additions
Balance at (b) Charged Charged Deductions Balance
Beginning of Business to Costs &  to Other from at Close
Description Period Combination Expenses  _Accounts Reserves of Period
FISCAL YEAR ENDED DECEMBER 31, 2006
Allowance for Doubtful Accounts 1,683 $ 0 $ 433 $0 $ (492) (a) 1,624
Reserve for Disposition of Assets $ 156 $ 0 $ 0 $0 $ (156) $ 0
FISCAL YEAR ENDED DECEMBER 25, 2005
Allowance for Doubtful Accounts $ 75 1,819 $ 26 $0 $ (237) (a) 1,683
Reserve for Disposition of Assets $ 0 $ 156 $ 0 $0 $ 0 $ 156
FISCAL YEAR ENDED DECEMBER 30, 2004
Allowance for Doubtful Accounts $ 347 3 0 $ (98) $0 % (174) $ 75
Reserve for Disposition of Assets $ 0 $ 0 $ 0 $0 $ 0 $ 0

(@) Represents uncollectible accounts written off, net of recoveries, and net costs associated with sublease receivables for which a
reserve was established.

(b) See Note 4, “Combination of Companies under Common Control.”
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Exhibit 31.1

CERTIFICATIONS

I, Joseph F. Trungale, certify that:

1. I have reviewed this annual report on Form 10-K of Perkins & Marie Callender’s Inc.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
function):

a) all significant deficiencies in the design or operation of internal controls which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: June 27, 2007 BY: /s/ Joseph F. Trungale
Joseph F. Trungale
President and Chief Executive Officer
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Exhibit 31.2

CERTIFICATIONS

I, James W. Stryker, certify that:

1. I have reviewed this annual report on Form 10-K of Perkins & Marie Callender’s Inc.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and we have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
function):

a) all significant deficiencies in the design or operation of internal controls which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: June 27, 2007 BY: /s/ James W. Stryker
James W. Stryker
Executive Vice President and Chief Financial Officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Perkins & Marie Callender’s Inc. (the “Company”) for the year ended
December 31, 2006, as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Joseph F. Trungale,
President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, that:

1. the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934;
and

2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Dated: June 27, 2007 By: /s/ Joseph F. Trungale
Joseph F. Trungale
President and Chief Executive Officer
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Perkins & Marie Callender’s Inc. (the “Company”) for the year ended
December 31, 2006, as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, James W. Stryker,
Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

1. the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934;
and

2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Dated: June 27, 2007 By: /s/ James W. Stryker
James W. Stryker
Chief Financial Officer
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