UNITED STATES SECURITIESAND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended July 15, 2007
OR

[ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For thetransition period from to

Commission file number 333-57925

Perkins & Marie Callender’sInc.

(Exact name of registrant as specified in its charter)

Delawvare 62-1254388
(State or other jurisdiction of incorporation or organization) (I.R.S. employer identification no.)
6075 Poplar Avenue, Suite 800, Memphis, TN 38119
(Address of principal executive offices) (Zip code)
(901) 766-6400

(Registrant’ s telephone number, including area code)

Indicate M by whether the registrant (1) hasfiled all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
reguired to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes¥ No [J
Indicate by ¥ whether the registrant is alarge accelerated filer, an accelerated filer, or a non-accelerated filer. See
definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. Check one:

Largeaccelerated filer 0 Accelerated filer 0  Non-accelerated filer M
Indicate by ¥ whether the registrant is ashell company (as defined in Rule 12b-2 of the Exchange Act). Yes[d No

Number of shares of common stock outstanding as of July 15, 2007: 10,820.




TABLE OF CONTENTS

PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS ... bbb s 2
ITEM 2. MANAGEMENT’ S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS ... s s b bbb 2
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK .....ccovccrrrenenne. 39
ITEM 4. CONTROLS AND PROCEDURES.........coo e ssesnses 40
PART Il — OTHER INFORMATION
ITEM 6. EXHIBITS 41

RS 0] 7= (1= PP 12



PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

PERKINS & MARIE CALLENDER’'SINC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited)

(in thousands)

Second Second
Quarter Quarter Y earto-Date Y earto-Date
Ended Ended Ended Ended
July 15,2007 _ July9,2006  _ July 15,2007  _ July 9, 2006
REVENUES:
FOOO SAIES.....ce et $ 122,702 $ 129507 $ 291590 $ 290,122
Franchise and other revenue 7.408 7.403 16.806 16.434
Total Revenues 130,110 136,910 308,396 306,556
COSTS AND EXPENSES:
Cost of sales (excluding depreciation shown below):
[ 0T0 0 [ o0 1S ST 33,685 37,651 81,008 85,691
Labor and benefits........oererencinesineeneeeseeseeene 42,048 43,938 100,369 98,184
Operating EXPENSES.......ccccvureerererresessessessssessessasaees 32,590 31,961 76,684 72,243
General and administrative............... 10,676 11,713 24,900 25,282
Transaction COStS .....oovmmrvrereunneernnnes 568 1,736 752 2,290
Depreciation and amortization 5,769 8,223 12,890 14,316
INEEIESE, NEL.....eeeeeeecee ettt 7,217 9,778 16,698 21,525
Asset impairments and closed store expenses............... (146) 1 9 321
Gain on extinguishment of debt............ccccoervrervererenene. — (12,581) — (12,581)
OthEr, NEL...eececeecreee s snes 344 599 314 544
Total Costs and EXPENSES......cccvvererrererrereseresreresseseseessenennes 132,751 133,019 313,624 307,815
(Loss) income before income taxes and minority
L= =T T (2,641) 3,891 (5,228) (1,259)
Provision for income taxes — — — —
Minority iNterests.........ocvereeereeeeneennns 82 95 244 169
NET (LOSS) INCOME......ccomrerererireeineeeessesessesesseseeens $ (2723) $ 379 $ (5472) $ (1.428)

The accompanying notes are an integral part of these consolidated financial statements.
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PERKINS & MARIE CALLENDER’SINC.
CONSOLIDATED BALANCE SHEETS

(in thousands)
July 15, 2007 December 31, 2006
(Unaudited)
ASSETS
CURRENT ASSETS:
Cash and Cash EQUIVBIENES ... sssees $ 3,402 $ 9,069
RESITICLE OSSNt retrese st 10,440 11,193
Receivables, less allowances for doubtful accounts of $1,562 and $1,624 in
2007 and 2006, rESPECLIVEIY ....cueuvieecierrirrsreeeesste st st s ssssas s s ens 19,814 18,316
1 01 0 =TT 13,889 10,996
Prepaid expenses and Other CUITENt @SSELS ........ovvcrrerenereseeneresesssesessssesesessssssees 6,854 4,824
TOtal CUMTENE BSSELS ...ttt teses 54,399 54,398
PROPERTY AND EQUIPMENT, net of accumulated depreciation and
amortization of $106,151 and $96,458 in 2007 and 2006, respectively ............. 90,992 91,044
INVESTMENTS IN UNCONSOLIDATED PARTNERSHIPS.........cccocoovneinien. 203 238
GOODWILL ..ttt isesssese s essssessssessasessssessssssessssessssessssssssssssssssssssssssnsnes 30,038 30,038
INTANGIBLE ASSETS, net of accumulated amortization of $15,596 and
$14,018 in 2007 and 2006, reSPECLIVELY ......cccurierireerereireeireeireeereieessieeeeeesesensinenas 155,214 156,792
DEFERRED INCOME TAXES ...ttt sssssssssssssssssssesssssssssns 708 708
OTHER ASSETS.....ooteeriresiressisess s s sssssssssssssssssssssssssssssssssssssesssssssssssssssssssssessssees 12,910 13,627
TOLAl ASSELS....eveereeereeereeese e essa sttt se s sses e s s et sn et eennsenans $ 344464 $ 346,845

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

CONSOLIDATED BALANCE SHEETS

(in thousands, except par and share amounts)

LIABILITIESAND STOCKHOLDER'SINVESTMENT
CURRENT LIABILITIES:
ACCOUNES PAYADIE......oceeeceeererereetr sttt sns s sesnsnsesaes
Accrued EXPENSES.......coueerereerreernenas
Accrued income taxes
Franchise advertising contributions.
Current maturities of long-term debt and capital lease obligations...................
Total current HabilitieS ...
CAPITAL LEASE OBLIGATIONS, less current Maturities ......c.cocooeeveeereeeereenes
LONG-TERM DEBT, less current Maturities ..........c.ocerereeeeerereneesieerenesesesesensseees
DEFERRED RENT ..ottt s sess s s bbb esasssans
OTHER LIABILITIES .ottt sneses
MINORITY INTEREST IN CONSOLIDATED PARTNERSHIPS.....................
STOCKHOLDER’'SINVESTMENT:
Common stock, $.01 par value, 100,000 shares authorized, 10,820 issued and
(010155 t= 1 o [ 1 o TR
Additional paid-in Capital ........cccooeveeiesrrereee e nanees
Other COMPreNENSIVE INCOME .....c.cueeereerireereseiseeireee e eaees
Accumulated deficit ......oovvveecrreneenns
Total stockholder’ sinvestment
Total Liabilities and Stockholder’s Investment ...........coevrnereseneeeneeeeneenens

July 15, 2007 December 31, 2006
(Unaudited)

$ 20,639 $ 22,799

50,447 58,288

198 16

6,108 5,392

1,549 1,706

78,941 88,260

6,461 6,249

296,542 286,379

10,572 9,768

12,736 11,785

119 16

1 1

136,131 136,131

66 13

(197,105) (191.816)

(60,907) (55,671)

$ 344464 346,845

The accompanying notes are an integral part of these consolidated financial statements.
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PERKINS & MARIE CALLENDER’'SINC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)

(in thousands)

Y ear-to-Date Y ear-to-Date
Ended Ended
July 15, 2007 July 9, 2006

CASH FLOWS FROM OPERATING ACTIVITIES:

INEE IOSS.....ceeereeeeeiseeeeese st et es b b e s s s s bR bbbt $ (5472) $ (1,428)
Adjustmentsto reconcile net loss to net cash (used in) provided by operating
activities:
Depreciation and @mOrti ZALION ..........cccerrvreerereerresess s sesesssssesssssessens 12,890 14,316
Amortization of debt diSCOUNL..........c.crrrrrre e 173 173
Other non-cash income and EXPENSE ITEIMS .......ccccvreereieeneiee e sssssens 309 6,412
Gain on extinguishment of debt — (12,581)
Gain on disposition of assets............ (385) (99)
ASSet Wrte-dowWnN .......coveeeeereneerecrnenes 394 49
MINOFITY INEEIESES.......cveeereeerreeer s 244 169
Equity in net loss of unconsolidated partnerships..........cccceecncnsinnns e 35 109
Net changesin operating assets and [iabiliti€S .........couveeecreeccreecerecesee e (12,055) (4.970)
Total AJUSIMENES.....c.cveveceeireecie sttt s et s s 1,605 3,583
Net cash (used in) provided by operating activities (3.867) 2,155
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash paid for property and eqQUIPMENL........cccceereveceresese et ssessesessesenes (11,190) (7,939)
Proceeds from sale of assets 3 1547
Net cash used in iNVESLING aCtIVITIES ........cvrireeerrese e (11,187) (6,392)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments under capital |ease obligations...........cccccvvecevvcseinsecseseseeenene (403) (439)
Proceeds from long-term debt — 101,541
Payments on long-term debt............ (510) (101,561)
Proceedsfrom revolver..........ccco...... 45,500 3,800
Payments on revolver..........ccccvvvene (35,000) (3,800)
DEDL ISSUBNCE COSES.....uvvirinireireiaetessess et ssess st s st ss st s st ss st s s s sessesansesaens — (2,720)
Distributionsto MiNOKity PArTNErS.......ccccvirerrireierresseresessessesssse s sssssesssssessens (200) (162)
Capital contribution fromM PAreNt...........ccoueeiieeerreerree e — 12,545
Net cash provided by financing activities 9,387 9,204
Net (decrease) increase in cash and cash equIValeNts.........ccceeeeeveveceineseceesese e (5,667) 4,967
CASH AND CASH EQUIVALENTS:
Balance, beginning Of PEriOQ..........o e 9,069 3.988
Balance, €nd Of PEIOM ........c.occuicieeiceeeseeeee ettt ae s b b aenans $ 3402 $ 8,955

The accompanying notes are an integral part of these consolidated financial statements.
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PERKINS & MARIE CALLENDER'SINC.
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S INVESTMENT
(unaudited)

(in thousands)

Accumul ated
Additional Notes Other Retained
Common Paid-in Secured Comprehensive Earnings
Stock Capital By Stock Income (Deficit) Total

Balance at December 25, 2005........... $ 1 $ 123907 $(1,308) $ 14 $ (182,444) $ (59,830)
Capital contribution...........c.ccoveeenieennes — 12,545 — — — 12,545
NEL 0SS — — — — (9,372) (9,372)
Currency tranglation adjustment......... — — — D — 1)
Total comprehensive loss..........cc....... (9,373)
Note fOrgiveness........oveeeenernceneeneens — (321) __ 1,308 — — 987
Balance at December 31, 2006........... 1 136,131 — 13 (191,816) (55,671)
Cumulative adjustment (Note 11)...... — — — — 183 183
NELTOSS....ceerererireeireeeereeeeseereseese e — — — — (5,472) (5,472)
Currency translation adjustment......... — — — 53 — 53
Total comprehensiveloss................... (5,419)
Balance at July 15, 2007.........ccccoveen. $ 1 $ 136131 $ — $ 66 $ (197,109 $ (60.907)

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
(unaudited)

(1) Organization
Organization —

Perkins & Marie Callender’s Inc. (formerly known as The Restaurant Company (“TRC”, “Perkins’), together with
its consolidated subsidiaries, the “Company,” or “PMCI"), isawholly-owned subsidiary of Perkins & Marie
Callender’sHolding Inc. (“PMCH"), formerly known as The Restaurant Holding Corporation. The Company isthe
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. (“PFC") and Wilshire Restaurant Group, LLC (“WRG”").

The Company operates two restaurant concepts: (1) full-service family dining restaurants |ocated 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, specializingin 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.

Through our bakery goods manufacturing segment (“ Foxtail”), we also offer cookie doughs, muffin batters, pancake
mixes, pies and other food products for sale to food service distributors and to our Perkins and Marie Callender’s
Company-operated and franchised restaurants.

Wilshire Restaurant Group, LLC —

WRG, aDelaware 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 aso owns 100% of the outstanding common
stock of M.C. Wholesalers, Inc., aCalifornia corporation. M.C. Wholesalers, Inc. operates acommissary 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
an airplane that was used for business purposes of the Company. The airplane lease was terminated in 2006;
thereafter, PM CR has no operations and does not have any revenues or assets.

Perkins Finance Corp. —

PFC isawholly-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.

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
operationsin Minnesota and North Dakota and all of our trademarks and service marksto PMCM, anewly 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.



(2) Basis of Presentation

On May 3, 2006, WRG and Perkins, under the common control of Castle Harlan, Inc. (“Castle Harlan”), were
combined (the “Combination”). Pursuant to a stock purchase agreement (the “ Stock Purchase Agreement”), the
Company purchased all of the outstanding equity of WRG, and the shareholders of WRG received equity interestsin
Perkins & Marie Callender’s Holding LLC (“P&MC Holding LLC") in exchange for their WRG equity. 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 have been
presented retroactively on a consolidated basis, in amanner similar to a pooling of interest, from September 21,
2005. Thistransaction is described more fully in Note 5, “Combination of Companies Under Common Control.”

The consolidated interim financial statementsincluded in this report have been prepared by the Company without
audit in accordance with U.S. generally accepted accounting principles. In the opinion of the Company’s
management, all adjustments consisting only of normal recurring itens necessary for afair presentation of the
results of operations are reflected in these consolidated interim financial statements. The preparation of these
financial statements requires management to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenues and expenses. The most significant estimates and assumptions underlying these financial
statements and accompanying notes generally involve royalty revenue recognition and provisions for related
uncollectible accounts, asset impairments and valuation allowances for income taxes.

Theresults of operations for the interim period ended July 15, 2007 are not necessarily indicative of operating
results for the full year. The consolidated interim financial statements contained herein should be read in conjunction
with the audited consolidated financial statements and notes contained in the Company’s 2006 Annual Report on
Form 10-K, filed with the Securities and Exchange Commission (the “SEC") on June 27, 2007.

(3) 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 quartersinclude three
four-week periods. In 2006, asisthe case every six years, the fourth quarter included two four-week periods and one
five-week period. The first and second quarters of 2007 ended April 22 and July 15, respectively. The third and
fourth quarters of 2007 will end on October 7 and December 30, respectively.

In 2006, WRG'’ s quarterly results were based on thirteen-week quarters. Beginning in the first quarter of 2007,
WRG adopted Perkins' reporting calendar, which is based on thirteen four-week accounting periods. Accordingly,
the accompanying consolidated statement of operations for the second quarter ended July 9, 2006 includes the
financial results of WRG for the 91-day period from March 31, 2006 through June 29, 2006. The accompanying
consolidated statement of operations for the second quarter ended July 15, 2007 includes the financial results of
WRG for three four-week periods, or 84 days.

The accompanying consolidated statements of operations and cash flows for the year-to-date period ended July 9,
2006 include the 2006 year-to-date financial results of WRG for the 182-day period from December 30, 2005
through June 29, 2006. The accompanying consolidated statements of operations and cash flows for the year-to-date
period ended July 15, 2007 include the 2007 year-to-date financial results of WRG for seven four-week periods, or
196 days.

(4) Comprehensive Income/L oss

Comprehensive income/loss includes net income/loss and foreign currency translation adjustments. Comprehensive
loss for the second quarter and year to date ended July 15, 2007 was $2,684,000 and $5,419,000, respectively, and
included the effect of gains from translation adjustments of $39,000 and $53,000, respectively. Comprehensive
income for the second quarter ended July 9, 2006 was $3,802,000 and included the effect of gains from translation
adjustments of $6,000. Comprehensive loss for the year to date ended July 9, 2006 was $1,416,000 and included the
effect of gains from translation adjustments of $12,000.



(5) Combination of Companies Under Common Control

Asdiscussed in Note 2, on May 3, 2006, the Combination 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 stockholdersin the form of equity interestsin 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 $12,581,000 on its extinguishment of certain debt and related accrued interest due to the
Company’ s successful negotiation of concessions.

The Company has classified certain expenses directly attributable to the Combination and certain non-recurring
expensesincurred as aresult of the Combination as transaction costs on the consolidated statements of operations.

(6) Commitments and Contingencies

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

Asof July 15, 2007, three Perkins franchisees otherwise unaffiliated with the Company owned 91 of the 324
franchised restaurants. These franchisees operated 43, 27 and 21 restaurants, respectively. During the second quarter
of 2007, these three Perkins franchisees paid royalties and license fees of $448,000, $326,000 and $376,000,
respectively. During the year-to-date period ended July 15, 2007, these three Perkins franchisees paid royalties and
license fees of $1,117,000, $771,000 and $840,000, respectively.

Asof July 15, 2007, 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 the second
guarter of 2007, these three Marie Callender’ s franchisees paid royalties and license fees of $148,000, $119,000 and
$94,000, respectively. During the year-to-date period ended July 15, 2007, these three Marie Callender’ s franchisees
paid royalties and license fees of $363,000, $292,000 and $202,000, respectively.

The majority of our franchise revenues are generated from franchisees owning individually less than five percent
(5%) 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.

The Company has arrangements with several different partiesto 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 second quarter of 2007 and 2006, we paid an aggregate of $687,000 and $672,000, respectively, and
during the year-to-date period of 2007 and 2006, we paid an aggregate of $1,486,000 and $1,494,000, respectively,
under such arrangements. Three such agreements are currently in effect. Of these, one expiresin the year 2075, one
expires upon the death of the beneficiary and the remaining agreement remainsin effect aslong as we operate
Perkins restaurants in certain states.



(7) Supplemental Cash Flow Information

Theincrease or decrease in cash and cash equival ents due to changesin operating assets and liabilities for the year-
to-date period ended July 15, 2007 and July 9, 2006 consists of the following (in thousands):

Y ear-to-Date Y ear-to-Date
Ended Ended
July 15, 2007 July 9, 2006

(Increase) Decreasein:

RECEIVADIES ...ttt st sea sttt setas $ (1,267) $ 1,010
L1V 010 =S TSP (2,893) (958)
Prepaid expenses and other CUrrent @SSELS.........ovvvereeeeenenesesssnessseesesssesseseeens (2,030) 386
OBNEN BSSELS.....cuevreeereeeririreeie st se st s s s st se e e s s s e s sesesseesstessesnsnsesnennsnsesesnns 699 (629)
Increase (Decrease) in:
ACCOUNES PAYADIE.......covieecreeece sttt s st (2,160) (2,370)
Accrued expenses and other current liabilities (5,010) (1,037)
Other lHADIITIES. ...t 606 (1,372)

$ (12050) 3 (4910

(8) Accrued Expenses

Accrued expenses consisted of the following (in thousands):

July 15, 2007 December 31, 2006

Payroll and related DENEFITS. ..ottt ettt $ 15,810 $ 18,209
Property, real estate and SAlESTAXES.......covvcrririreeneresererese s ssssseses 5,716 4,692
INSUFANCE.......ocerverereireerreceee e 2,282 5,086
Gift cards and gift certificates 5,502 8,233
AGVEITISING....cvivieiericieesice et b st st b s e bbb ese bbb snsntasesns 1,228 1,262
7,151 6,085

2,055 2,210

10,703 12,511

$ 50447 $ 58288

(9) Segment Reporting

We have five primary operating segments. Perkins restaurants, Marie Callender’ s restaurants, Perkins franchise,
Marie Callender’s franchise and Foxtail. The revenuesin 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 attributabl e 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 royalty income earned on the revenues
generated at franchisees’ restaurants and initial franchise fees. Revenues from Foxtail are generated by the sale of
food products to both Company-operated and franchised Perkins and Marie Callender’ s restaurants, as well asto
customers outside the Perkins and Marie Callender’ s system. Foxtail’ s sales to Company-operated restaurants are
eliminated for reporting purposes.
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The following presents revenues and other financial information by business segment (in thousands):

Revenue

Perkins REStAUrants........cooveevveeviveeseseeseeesreseenens
Marie Callender’s Restaurants
Perkins Franchise........cocoveveevecvcennne.
Marie Callender’s Franchise.................
Foxtail

Segment net income (l0ss)

Perkins Restaurants..........c.ccoeeeveeveenenne.
Marie Callender’ s Restaurants
Perkins Franchise.........coocvveveevecvcnennne
Marie Callender’s Franchise.................
Foxtail

Segment Assets
PErKiNS RESLAUIANES ......c.cveiieceeeieeee ettt et sa ettt e e bt ns

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

General and administrative expenses.......c.c.coveeee.
Depreciation and amortization expenses................
Interest eXpense, NEL............cccccevnrrerenecsneneceenens
Gain on disposition of assets, Net..........ccccocevevennen
ASSEt WHEE-AOWN ..ot
L ease termination.............
Transaction COsts..............
Minority interest..............
Licensing revenue

(10) Long-Term Debt

Second Quarter Second Quarter Y ear-to-Date Y ear-to-Date
Ended Ended Ended Ended
July 15, 2007 July 9, 2006 July 15, 2007 July 9, 2006
$ 67,592 $ 66,250 $ 158673 $ 156,975
45,305 50,537 110,575 102,814
5,050 5,160 11,466 11,809
1,153 1,230 2,767 2,507
13,619 14,831 32,201 34,688
(3,812) (2,111) (9,859) (4,355)
1,203 1,013 2,573 2,118
$ 130110 $ 136910  $ 308396 $ 306.556
Second Quarter Second Quarter Y ear-to-Date Y ear-to-Date
Ended Ended Ended Ended
July 15, 2007 July 9, 2006 July 15, 2007 July 9, 2006
$ 6,630 $ 4,336 $ 14368 $ 11,781
1,566 1,448 4,620 3,358
4,568 4,570 10,178 10,602
1,153 1,230 2,766 2,507
1,033 1,933 2,540 4,562
(17,673) (9.721) (39,944) (34,238)
$_(2.723) $ 3796 $ (5472) $ (1.428)
December 31,
July 15, 2007 2006
$ 97,875 $ 94,146
35,284 36,393
122,684 123,392
382 386
44,034 41,715
44,205 50,813
$ 344464 $ 346845
Second Quarter Second Quarter Y ear-to-Date Y ear-to-Date
Ended Ended Ended Ended
July 15, 2007 July 9, 2006 July 15, 2007 July 9, 2006
$ 9554 $ 10,514 $ 22,128 $ 22,664
1,143 572 2,045 1,386
7,217 9,778 16,698 21,525
(394) (39) (385) (94)
248 40 394 49
— — — 366
568 1,736 752 2,290
82 95 244 169
(1,093) (965) (2,322) (1,909)
— (12,581) — (12,581)
348 571 390 373
$ 17673 $ 9721 $ 39944 3 34238

Asof July 15, 2007, our credit facilities (the “ Credit Agreement”) provide: (1) afive-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 loansin an amount not to exceed $5,000,000 (the “Revolver”); and (2) a seven-year term loan
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credit facility not to exceed $100,000,000 (the “Term Loan”). 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 July 15, 2007 was 10.0%.
Asof July 15, 2007, there were borrowings of $10,500,000 outstanding (and approximately $11,326,000 of |etters of
credit outstanding) under the Revolver and $99,000,000 outstanding under the Term Loan. The letters of credit are
primarily utilized in conjunction with the Company’ s workers’ compensation programs.

In September 2005, 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 subsidiariesin the form of a dividend or aloan. Additionally, there are no
significant restrictions on a guarantor subsidiary’ s ability to obtain funds from the Company or its direct or indirect
subsidiaries.

Our debt indentures contain certain financial covenants of which we are currently in compliance.
(11) Income Tax

The effective tax provision rate for the second quarter ended July 15, 2007 and the second quarter ended July 9,

2006 was 0.0%. Our effective rate differs from statutory rates primarily due to avaluation allowance for deductible
temporary differences and net operating loss and credit carryforwards generated during 2006 and expected to be
generated during 2007. For the second quarter ended July 15, 2007 the Company included, as a component of

income taxes, $103,000 of interest expense related to uncertain income tax positions. The interest expense was offset
by federal incometax credits generated during 2007 that are able to be carried-back and reduce federal alternative
minimum tax.

On January 1, 2007, the Company adopted the provisions of FASB Interpretation (“FIN”) No. 48, Accounting for
Uncertainty in Income Taxes— an Interpretation of FASB Statement No. 109, (“FIN 48”). Asaresult of the
implementation of FIN 48, the Company recognized a decrease of approximately $183,000 in the liability for
unrecognized tax benefits, which was accounted for as an increase to the January 1, 2007 balance of retained
earnings. As of January 1, 2007, the Company had approximately $5,442,000 of unrecognized tax benefits, all of
which, if recognized, would favorably affect the Company’s effective tax rate. Included therein, the Company has
$3,086,000 of unrecognized tax benefits reducing federal and state net operating loss carry forward and federal tax
credit carry forward deferred tax assets that if recognized would be subject to a val uation allowance. The Company
expects that the total amount of its unrecognized tax benefits will decrease between $600,000 and $1,000,000 during
2007 dueto various state tax examinations and expiration of statutes.

The Company’s policy for recording interest and penalties associated with tax auditsis to record such itemsas a
component of income taxes. As of January 1, 2007, the Company had $275,000 of accrued interest and penalties.

The Company’stax returns are open to federal and state tax audits until the applicable statute of limitations expire.
The Company is no longer subject to U.S. federal tax examinations by tax authorities for tax years before 2003. For
the mgjority of states where the Company has a significant presence, it is also no longer subject to tax examination
by state tax authorities for tax years before 2003.

(12) Employee Subscription Agreementsand Strip Subscription Agreements
Employee Subscription Agreements:

Certain of the Company’ s executives and other employees have been granted common units of P& MC Holding
LLC, which represent an ownership interest in P& MC Holding LL C, pursuant to employee subscription agreements.
Common units granted to an empl oyee pursuant to employee subscription agreements are granted at no cost to the
employee. These common units are subject to vesting. The granted common units vest upon certain datesif the
employee is employed by the Company as of such date as follows:



Date
First anniversary of JanUary 31, 2007 ........cccoevieenereereressssesesssssessssssessssssssessssssssessssssssessssssssesssssssessssssssesses
Second anniversary of January 31, 2007
Third anniversary of January 31, 2007 ..o esessessesesseesseseens

Fourth anniversary of JaNUAry 31, 2007 ...t sess s sss s ssssssssssssssessssessssessssesans

In addition, upon certain change in control eventsif, upon the occurrence of such an event, the employeeis
employed as of such date, the employee’ s outstanding time vesting securities that have not become vested at the date
of such changein control, shall immediately vest simultaneously with the consummation of the change in control.

Upon termination of employment, unvested common units will be immediately and automatically forfeited and
vested common units will be subject to repurchase pursuant to the terms of P& M C Holding LLC’ s unitholder’s
agreement. Stock-based employee compensation expense related to this plan will be charged to the Company based
on the recognition and measurement provisions of SFAS No. 123 (revised 2004), “ Share-Based Payment” and
related interpretations. The compensation expense measured at the date of grant is amortized over the vesting period.
If achangein control event occurs, the common units granted, which have not fully vested immediately prior to the
changein control event, will become fully vested and related compensation expense will be recognized at the time
of the change in control event.

Strip Subscription Agreements:

Certain of the Company’ s executives have purchased common units of P& MC Holding LLC, which represent an
ownership interest in P& MC Holding LLC, pursuant to strip subscription agreements.

(13) Recent Accounting Pronouncements

In September 2006, the FASB issued Statement of Financial Accounting Standard (“SFAS’) No. 157, “Fair Value
Measurements,” which definesfair value, establishes aframework for measuring fair value and exp ands disclosures
about fair value measurements. SFAS No. 157 applies under other accounting pronouncements that require or permit
fair value measurements, but it does not require any new fair value measurements. SFAS No. 157 is effective for
fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. SFAS No. 157 could
impact fair values assigned to assets and liabilities in any future acquisition.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities-including an amendment of SFAS No. 115,” which permits an entity to measure certain financial assets
and financial liabilities at fair value. Entities that elect the fair value option will report unrealized gains and lossesin
earnings at each subsequent reporting date. SFAS No. 159 is effective as of the first fiscal year beginning after
November 15, 2007. At thistime, we do not expect to adopt the fair value option for any assets and liabilities;
however, future events and circumstances may impact that decision.

(14) Condensed Consolidated Financial I nformation

In September 2005, the Company issued the 10% Senior Notes. All of the Company’ s consolidated subsidiaries that
are 100% owned provide ajoint 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 subsidiariesin the form
of adividend 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. PMCM merged into the Company on February
1, 2007; therefore, PMCM is not presented separately as a guarantor for statements presented after that date.

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 asif the parent company accounted for
its ownership of the guarantor subsidiaries using the equity method of accounting.
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Consolidating Statement of Operationsfor the quarter ended July 15, 2007 (unaudited; in thousands):

Guarantors Consolidated
PMCI WRG Other Non-Guarantors Eliminations PMCI
Revenue
Food sdles.......coeeeveeeveennnne. $ 76823 $ 39798 $ — $ 6,081 $ — $ 122,702
Franchise and other revenue... 5,051 2,357 — — — 7,408
Total revenues..........ccoeeeeeeneee.. 81,874 42,155 — 6,081 — 130,110
Cost and expenses
Cost of sdes (excluding
depreciation shown below):
Foodcost .....ccocvveevvieiiienee. 20,872 11,155 — 1,658 — 33,685
Labor and benefits 25,695 14,285 — 2,068 — 42,048
Operating expenses............... 19,573 10,905 — 2,112 — 32,590
Genera and administrative......... 9,043 1,633 — — — 10,676
Transaction CoStS......ccoceveennenn. 568 — — — — 568
Depreciation and amortization.... 4,146 1,326 — 297 — 5,769
INEXest, NEL ..o 6,971 249 — ) — 7,217
Asset impairments and closed
SLOre EXPENSES .....vvveveeerenne (394) 224 — 24 — (146)
Other,net ......ccovveeiieeiiiecee, (25) 369 — — — 344
Total costs and expenses............ 86,449 40,146 — 6,156 — 132,751
(Loss) income before income
taxesand minority interests..... (4,575) 2,009 — (75) — (2,641)
Benefit from (provision for)
iNCOMEtaXeS.....eevvveeeiieeinenn — — — — — —
Minority interests. — — — 82 — 82
Equity in earnings (loss) of
subsidiaries........covevveveeennnnen. 1,852 — — — (1,852 —
NET (LOSS) INCOME.............. $ (2723 % 2009 $ — $ (157 $ (1,852 $ (2,723
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Consolidating Statement of Operationsfor the quar ter ended July 9, 2006 (unaudited; in thousands):

Guarantors Consolidated
PMCI PMCM WRG Other Non-Guarantors ~ Eliminations PMCI
Revenue
Food sdles............... $ 57,703 $ 18731 $ 45862 $ $ 7211 $ — $ 129,507
Franchise and other
revenue................. 3,187 3,654 2,243 — — (1,681) 7,403
Total revenues............ 60,890 22,385 48,105 — 7,211 (1,681) 136,910
Cost and expenses
Cost of sdles
(excluding
depreciation shown
below):
Foodcost................ 16,785 4,162 14,711 — 1,993 — 37,651
Labor and benefits.. 18,906 6,736 15,914 — 2,382 — 43,938
Operating expenses. 12,743 5,926 11,802 — 2,409 (919) 31,961
Genera and
adminigtrative............ 8,325 765 3,385 — — (762) 11,713
Transaction costs........ 1,187 — 549 — — — 1,736
Depreciation and
amortization.............. 5,776 461 1,650 — 336 — 8,223
Interest, Net.......ccoeveee 6,243 3D 3,564 — 2 — 9,778
Asset impairments and
closed store expenses. (49) — 27 — 23 — 1
Gainon
extinguishment of
debt...cooirrieiieiine — — (12,581) — — — (12,581)
Other,net .....cccvevvnene (46) — 645 — — — 599
Total costs and
EXPENSES ..vveeveeeene 69,870 18,019 39,666 — 7,145 (1,681) 133,019
(Loss) income before
incometaxesand
minority interests....... (8,980) 4,366 8,439 — 66 — 3,891
(Benefit from)
provision for income
tAXES..oiieieeieeeeieeeae (1,643) 1,643 — — — — —
Minority interests........ — — — — 95 — 95
Equity in earnings
(loss) of subsidiaries... 11,133 — — — — (11,233) —
NET INCOME
[(HOXS5) I $ 3,796 $ 2723  $ 8439 $ — $ (29) $ (11,133) $ 379
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Consolidating Statement of Operationsfor theyear-to-date period ended July 15, 2007 (unaudited; in thousands):

Revenue

Franchise and other revenue.
Total revenues..........cccveeeennes

Cost and expenses............cev..e
Cost of sales (excluding depreciation shown below):

Labor and benefits..............
Operating expenses.............
General and adminidtrative.......
Transaction COStS.........ccueenee.
Depreciation and amortization..

Asset impairments and closed store expenses
Other, Net ....oocvveeeeeciieeeeee.
Total costs and expenses..........

(Loss) income before income taxes and minority interests

Benefit from (provision for) income taxes
Minority interests...................

Equity in earnings (loss) of subsidiaries
NET (LOSS) INCOME............

Guarantors Consolidated
Non-
PMCI WRG Other Guarantors  Eliminations PMCI
$178,762 $97,770 $— $ 15058 $— $291,590
11,467 5,339 — — — 16,806
190,229 103,109 — 15,058 — 308,396
48,674 28,126 — 4,208 — 81,008
60,618 34,909 — 4,842 — 100,369
45626 25,890 — 5,168 — 76,684
21,440 3,460 — — — 24,900
615 137 — — — 752
9,139 3,065 — 686 — 12,890
16,115 583 — — — 16,698
(382 366 — 25 — 9
(36) 350 — — — 314
201,809 96,886 — 14,929 — 313,624
(11,580) 6,223 — 129 — (5,228)
— — — 244 — 244
6,108 — — — (6,108) —
$ (5472 $ 6,223 $— $ (115 $(6108)  $ (5472
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Consolidating Statement of Operationsfor the year-to-date period ended July 9, 2006 (unaudited; in thousands):

Guarantors Consolidated
PMCI PMCM WRG Other Non-Guarantors  Eliminations PMCI
Revenue
Food sdles.........ccocueeee. $ 138169 $ 43227 $ 93849 $ — $ 14,877 $ — $290,122
Franchise and other
FEVENUE......coveevreneennens 7,296 8,004 4,625 15 — (3,506) 16,434
Tota revenues.................. 145,465 51,231 98,474 15 14,877 (3,506) 306,556
Cost and expenses
Cost of sdles (excluding
depreciation shown
below):
Food cost ......ccveuvennenne. 41,181 9,925 30,358 — 4,227 — 85,691
Labor and benefits........ 45,347 15,645 32,479 — 4,713 — 98,184
Operating expenses....... 31,228 14,294 23,362 15 5,073 (1,729) 72,243
Genera and administrative. 18,239 1,784 7,036 — — a,777) 25,282
Transaction Costs.............. 1,741 — 549 — — — 2,290
Depreciation and
amortization... 9211 1,115 3321 — 669 — 14,316
INterest, NEt......cevereereeneene 12,881 (482) 9,124 — 2 — 21,525
Asset impairments and
closed store expenses...... 270 — 28 — 23 — 321
Gain on extinguishment of
debt ..o — — (12,581) — — — (12,581)
Other,net .....coeveeeveenens (1012) — 645 — — — 544
Totd costs and expenses.... 159,997 42,281 94,321 15 14,707 (3,506) 307,815
(Loss) income before
incometaxesand minority
INtErestS....vvvvveeeeeeiene (14,532 8,950 4,153 — 170 — (1,259)
(Benefit from) provision for
iNCOMetaxes.................. (3,346) 3,346 — — — — —
Minority interests.............. — — — — 169 — 169
Equity in earnings (loss) of
subsidiaries...........ccueuee 9,758 — — — — (9,758) —
NET (LOSS) INCOME....... $ (1428) $ 5604 % 4,153 $ — $ 1 $ (9,758) $ (1,428)
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Consolidating Balance Sheet as of July 15, 2007 (unaudited; in thousands):

CURRENT ASSETS

Cash and cash equivaents.............

Restricted cash..........cccceeveeineennns

Tradereceivables, lessalowance
for doubtful accounts

INVENONES.....oceeiieeecceeee e,

Prepaid expenses and other current
ASSELS....coiiiiiri

CONSOLIDATED

PARTNERSHIPS............cccue..
GOODWILL......oovviiiiiiiiiriie
INTANGIBLE ASSETS, net .........
INVESTMENTSIN

SUBSIDIARIES..........ccooevvinen.
DUE FROM SUBSIDIARIES.......
DEFERRED INCOMETAXES.....

OTHER ASSETS........cciii

LIABILITIES AND
STOCKHOLDER'S
INVESTMENT

CURRENT LIABILITIES:

Accountspayable...........ccccveenen.

Accrued expenses.........coocveevieeene

Accrued incometaxes...................

Franchise advertising
contributions...........ccccovveevnnenne

Current maturities of long term

debt and capitd lease
obligations..........ccccoeerieniinnans

CAPITAL LEASE
OBLIGATIONS, less current
MAUNTIES......cevveeeecirieee e,

LONG-TERM DEBT, less current
MAUNTIES......cevveeeeeieeee e,

DEFERRED INCOMETAXES.....

DEFERRED RENT ........ccceeevenenes

OTHER LIABILITIES.................

DUETOPARENT .......covvnrnnnnns

MINORITY INTERESTS IN
CONSOLIDATED
PARTNERSHIPS..........cc...c.......

STOCKHOLDER'S
INVESTMENT :
Common Stock

Guarantors Consolidated
PMCI WRG Other Non-Guarantors  Eliminations PMCI
$3,135 $2,566 $— $(2,299) $— $3,402
10,440 — — — — 10,440
13,310 6,462 — 42 — 19,814
9,231 4,414 — 244 — 13,889
5772 1,083 — @ — 6,854
41,888 14,525 — (2,014) — 54,399
56,328 32,125 — 2,539 — 90,992
— 193 — 10 — 203
30,038 — — — — 30,038
154,944 270 — — — 155,214
(97,559) — — — 97,559 —
106,193 — — — (106,193) —
708 — — — — 708
10,894 (718) — 2,734 — 12,910
$303,434 $46,395 $— $3,269 $(8,634) $344,464
$14,890 $5,117 $— $632 $— $20,639
34,252 14,704 — 1,491 — 50,447
198 — — — — 198
6,108 — — — — 6,108
1,150 399 — — — 1,549
56,598 20,220 — 2,123 — 78,941
483 5,978 — — — 6,461
296,498 44 — — — 296,542
6,533 3,829 — 210 — 10,572
4,229 8,503 — 4 — 12,736
— 109,673 — (3,480) (106,193) —
— — — 119 — 119
1 — — — — 1
— 63,277 — — (63,277) —
— a7 — 9,515 (9,338) —
136,131 — — — — 136,131
— (137) — — 137 —
66 — — — — 66
(197,105) (164,815) — (5,222) 170,037 (197,105)
(60,907) (101,852) — 4,293 97,559 (60,907)
$303,434 $46,395 $— $3,269 $ (8,634 $344,464
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Consolidating balance sheet as of December 31, 2006 (in thousands):

CURRENT ASSETS
Cash and cash equivaents..........
Restricted cash........ccccocvvveeens
Tradereceivables, less
allowance for doubtful
ACCOUNES....cvvreeveeeieeecree e
INVENOries......ccovvveee e
Prepaid expenses and other
current assets.........cceeeeeeennenn.
Total current assets
PROPERTY AND
EQUIPMENT, Nét .....cccovveeenne
INVESTMENTSIN
CONSOLIDATED
PARTNERSHIPS...................

GOODWILL......coeveiiiiiiiine

INTANGIBLE ASSETS, net ......
INVESTMENTSIN
SUBSIDIARIES............coc..
DUEFROM PMClI..........ccoueen.
DUE FROM SUBSIDIARIES....
DEFERRED INCOME TAXES..
OTHER ASSETS........ccoeee

CURRENT LIABILITIES:
Accountspayable............cc.......
Accrued expenses............ceeenee.
Accrued incometaxes................
Franchise advertising
contributions............ccccevvennen.
Current maturities of long term
debt and capital lease
obligations..........cccoeeeeneeeninenn.

CAPITAL LEASE
OBLIGATIONS, less current
MELUrtieS....cceeeeeiiieeeeciieeee

LONG-TERM DEBT, less
current maturities.....................

DEFERRED RENT ........

OTHER LIABILITIES

DUETOPMCM /PMCR...........

DUETOPARENT ......cccvveenns

MINORITY INTERESTS IN
CONSOLIDATED
PARTNERSHIPS...................

STOCKHOLDER'S

Guarantors Consolidated
PMCI PMCM WRG Other Non-Guarantors  Eliminations PMCI
$3,132 $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 $ 49,591 $— $ 4,643 $ (151,483) $346,845
$10,756 $2,310 $ 8,324 $— $ 1,409 $— $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 — — — () 1

— — 63,277 — — (63,277) —

— — a7 — 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 $ 49,591 $— $ 4,643 $ (151,483) $346,845
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Consolidating Statement of Cash Flowsfor the year -to-date period ended July 15, 2007 (unaudited; in thousands):

Guarantors Consolidated
PMCI WRG Other Non-Guarantors ~ Eliminations PMCI
CASH FLOWS FROM OPERATING
ACTIVITIES:
Net (10SS) INCOME........cvvrviriiriiniieeeicieins $ (54720 % 6223 $ — $ (115 $ (6,108) $ (5472
Adjustments to reconcile net income to net
cash (used in) provided by operating
activities:
Equity in the earnings of subsidiaries...... (6,108) — — — 6,108 —
Depreciation and amortization................ 9,139 3,065 — 686 — 12,890
Amortization of discount.............ccceeueeen. 173 — — — — 173
Other non-cash income and expense
TEEMS. .. 293 16 — — — 309
Gain on disposition of assets. (382 ?3) — — — (385)
ASSEt WHIte-OWN......ooveiiieieeiceeee — 371 — 23 — 3%
Change in partnership’s minority
INEENESES.....veieeeeiee e — 75 — 169 — 244
Equity in net loss of unconsolidated
partnerships.........ccceeveiececneieeen — 35 — — — 35
Net changes in operating assets and
[18DI IS ... (679) (10,899) — 477) — (12,055)
Total adjustments.........ccccvevveeeneeennnnnn 2,436 (7,340) — 401 6,108 1,605
Net cash (used in) provided by operating
BCHIVITIES ..o (3,036) (1,117) — 286 — (3,867)
CASH FLOWSFROM INVESTING
ACTIVITIES:
Cash paid for property and equipment ..... (7,816) (2,768) — (606) — (11,190)
Proceeds from sale of assets................... — 3 — — — 3
Net cash investing activities...........cccoeeuee. (7,816) (2,765) — (606) — (11,187)
CASH FLOWS FROM FINANCING
ACTIVITIES:
Principal payments under capital lease
ObligationS........cvveriereriiree e (85) (318) — — — (403)
Paymentson longterm debt.................... (500) (10) — — — (510)
Proceeds from revolver............ 45,500 — — — — 45,500
Paymentsonrevolver............ccccoeeeenee. (35,000) — — — — (35,000)
Intercompany financing..............ccceeeee. 739 (359) — (380) — —
Distributionsto minority partners........... — (23) — (177) — (200)
Net cash provided by (used in) financing
BCHIVITIES .. 10,654 (710 — (557) — 9,387
Net decrease in cash and cash equivaents.... (198) (4,592) — (877) — (5,667)
CASH AND CASH EQUIVALENTS..........
Balance, beginning of period...................... 3,333 7,158 — (1,422) — 9,069
Balance, end of period........c..ceeveveiveiennns $ 3,135 $ 2566 $ — $ (2,299 $ — $ 3,402
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Consolidating Statement of Cash Flowsfor the year -to-date period ended July 9, 2006 (unaudited; in thousands):

CASH FLOWS FROM OPERATING
ACTIVITIES:

Net (10SS) INCOME........veviiiiiieeeieeene
Adjustmentsto reconcile net income to
net cash (used in) provided by
operating activities:
Equity in the earnings of subsidiaries.
Depreciation and amortization...........
Amortization of discount...................

Gain on extinguishment of debt .........
(Gain) loss on disposition of assets...
Asset write-down.........cccoeveveeneennen.
Change in partnership’s minority
INEEIESES. ...
Equity in net loss of unconsolidated
PartNerships........cocvvvverveneeneeneenn
Net changes in operating assets and
liabilities.....ccvveeiic e,

Total adjustments.........cccocveveereennen.

CASH FLOWSFROM INVESTING
ACTIVITIES: ..o
Cash paid for property and equipment
Proceeds from sale of assets.
Intercompany activities.....................
Net cash provided by (used in) investing
BCHIVITIES ..o

CASH FLOWS FROM FINANCING
ACTIVITIES:

Principal payments under capital
lease
obligations..........ccovveeiiieeniienienn

Proceeds from longterm debt............

Payments on longiterm debt..............

Proceeds from revolver .....................

Paymentsonrevolver ...........

Intercompany financing

Debt issuance CostS........cocovvvvrrenene

Distributionsto minority partners......

Capital contribution from parent........

Net cash provided by (used in) financing
BCHVItIES ..o

Net increase (decrease) in cash and cash
EQUIVAIENES......coiviiiiie e

CASH AND CASH EQUIVALENTS.....
Balance, beginning of period.................
Balance, end of period............cccccovenene.

Guarantors Non- Consolidated
PMCI PMCM WRG Other  Guarantors Eliminations PMCI
(1,428) $ 5,604 $4,153 $ —  $ 1 $(9,758) $ (1,428)
(9,758) — — — — 9,758 —
9211 1,115 3,321 — 669 — 14,316
173 — — — — — 173
(239) — 6,651 — — — 6,412
— — (12,581) — — — (12,581)
(96) — 2 — — — (94)
— — 49 — — — 49
— — — — 169 — 169
— — 109 — — — 109
(2,110) (560) (2,421) 23 98 — (4,970)
(2,819) 555 (4,870) 23 936 9,758 3,583
(4,247) 6,159 (717) 23 937 — 2,155
(3370)  (1,051) (2,901) — (617) — (7,939)
1,534 — 13 — — — 1,547
6,478 (6,478) — — — — _
4,642 (7,529) (2,888) — (617) — (6,392)
(149) — (290) — — — (439)
100,000 — 1541 — — — 101,541
— — (101,561) — — — (101,561)
3,800 — — — — — 3,800
(3,800) — — — — — (3,800)
(103,577) — 103,896 — (319 — —
(2,720) — — — — — (2,720)
— — — — (162) — (162)
12,545 — — — — — 12,545
6,099 — 3,586 — (481) — 9,204
6,494 (1,370) (19 23 (161) — 4,967
1,591 1,567 2,609 (23) (1,756) — 3,988
8085 $ 197 $2,590 $ — $1917) $ — $ 8,955
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

GENERAL

The following discussion and analysis should be read in conjunction with and is qualified inits entirety by reference
to the consolidated financial statements and accompanying notes of Perkins & Marie Callender’s Inc. included
elsewhere in this Form 10-Q. Except for historical information, the discussionsin 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-L ooking Statements.”

OUR COMPANY

References to the “ Company,” “us’ or “we” refer to Perkins & Marie Callender’ s Inc. and its consolidated
subsidiaries.

The Company operates two restaurant concepts: (1) full -service family dining restaurants |ocated 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 pies and other bakery items,
located primarily in the western United States under the name Marie Callender’ s Restaurant and Bakery, 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 avariety of demographically and geographically
diverse customersfor awide range of dining occasions that are appropriate for the entire family. Asof July 15,

2007, the Company offered afull menu of over 90 assorted breakfast, lunch, dinner, snack and dessert items ranging
in price from $3.29 to $12.99, with an average guest check of $8.18 for our Company-operated 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.

Perkinsis aleading operator and franchisor of full-service family dining restaurants. As of July 15, 2007, we
operated 155 full-service restaurants and franchised 324 full-service restaurants to 110 franchisees in 34 states and
in 5 Canadian provinces. The footprint of our Company-operated restaurants extends over 13 states, with a
significant number of restaurantsin Minnesota and Florida. Our Company-operated restaurants generated average
annual revenues of $1,929,000 over the thirteen periods ended July 15, 2007.

Perkins' franchised restaurants operate pursuant to license agreements generally having an initial term of 20 years
and pursuant to which aroyalty 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 usin opening the restaurant. Typically, franchisees may terminate
license agreements upon a minimum of twelve months prior notice and upon payment of specified liquidated
damages. Franchisees do not typically have express renewal rights.

For the quarter ended July 15, 2007 and July 9, 2006, average royalties earned per franchised restaurant were
approximately $15,400 and $15,500, respectively. The following number of Perkins' license agreements have
expiration dates in the yearsindicated: 2007 — six; 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 alicense 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.
Marie Callender’sis known for serving quality food in awarm, pleasant atmosphere, and for its premium pies that
are baked fresh daily. As of July 15, 2007, the Company offered a full menu of over 50 items ranging in price from
$5.99 to $16.99. 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 July 15, 2007, we operated 91 full-service restaurants and franchised 46 full -service
restaurants to 27 franchisees in four states and Mexico. Our Company-operated restaurants’ footprint extends over
nine states with 61 restaurants located in California. Our existing Company-operated restaurants generated average
annual revenues of $2,251,000 over the thirteen periods ended July 15, 2007.

As of July 15, 2007, of the 137 Marie Callender’ s restaurants in operation: 134 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 78 Marie Callender’ s restaurants, one
Callender’s Grill, the East Side Mario’ s restaurant and eleven 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 nine locations. Franchisees owned and operated 45 Marie Callender’ s restaurants and
one Callender’s Grill.

The East Side Mario’ s restaurant is amid-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 aroyalty fee (normally 5% of gross sales) is paid. Franchisees pay a nonrefundable,
one-timeinitial franchise fee of $25,000. Franchisees also pay atraining 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.
For the quarter ended July 15, 2007 and July 9, 2006, average royalties earned per franchised restaurant were
approximately $25,070 and $26,733, respectively. The decreaseis primarily due to theinclusion of the additional
seven days of operations at Marie Callender’ s franchise restaurants in the second quarter of 2006 as compared to the
second quarter of 2007 (see “Financial Statement Presentation” below). The following number of Marie Callender’s
franchise agreements have expiration datesin the years indicated: 2007 — one; 2008 — four; 2009 — none; 2010
— two and 2011 — two. 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.

Manufacturing

Foxtail manufactures pies, pancake mixes, cookie doughs, muffin batters and other bakery products for both our in-
store bakeries and third-party customers. One manufacturing facility in Corona, California produces pies and other
bakery products to supply the Marie Callender’ s restaurants and three facilities in Cincinnati, Ohio produce pies,
pancake mixes, cookie doughs, muffin batters and other bakery products to supply the Perkins restaurants. In recent
years, less than ten percent (10%) of the sales from the Corona, California plant have been to third party customers,
whereas in excess of fifty percent of the sales from the Cincinnati, Ohio plants have been to third party customers.

OVERVIEW
Combination of Companies under Common Control

On November 12, 1999, Castle Harlan Partners 111, L.P. (“CHP 111"), a New Y ork-based private equity fund
managed by Castle Harlan, acquired WRG, a privately held company, through the purchase of a mgjority interest in
the equity interests of WRG.

On September 21, 2005, Perkins & Marie Callender’s Holding Corp. (“ P&MC Holding Corp.”), an affiliate of
Castle Harlan Partners IV, L.P. (“CHP IV"), a New Y ork-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.
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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& M C Holding LLC purchased al the outstanding stock of
WRG, and the shareholders of WRG received equity interestsin P& MC Holding LLC, the Company’sindirect
parent. From September 21, 2005 through May 3, 2006, both Perkins and WRG were portfolio companies, under
common control of Castle Harlan; therefore, the financial statements of both entities have been 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 in Note 5, “Combination of
Companies under Common Control.”

In connection with the Combination, the Company entered into an amended and restated credit agreement (the
“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. Pursuant to the Credit Agreement, the lenders made available the following: (1) afive-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 loansin an amount not to exceed $5,000,000; and (2) a seven-year term loan credit
facility not to exceed $100,000,000. The Company’s obligations under the Credit Agreement are guaranteed by
PMCH and each of the Company’ s wholly-owned subsidiaries. The obligations under the Credit Agreement are
collateralized by afirst 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 alien 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. The Company recognized again of $12,581,000 on its extinguishment of certain debt and related
accrued interest due to the Company’ s successful negotiation of concessions.

KEY FACTORSAFFECTING OUR RESULTS

The key factors that affect our operating results are our comparabl e 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 and comparabl e customer counts are measures of the
percentage increase or decrease of the sales and customer counts, respectively, of restaurants open at least one full
fiscal year prior to the start of the comparative year. We do not use new restaurantsin 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 arestaurant-by-restaurant basis. The primary
drivers of comparable restaurant sales performance are changes in the average guest check and changesin the
number of customers, or customer count. Average guest check is primarily affected by menu price changes and
changesin the mix of items purchased by our customers. We also monitor entree count, which we believeis
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 performanceis 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 aslocal
and national competitive and economic factors.

For the quarter ended July 15, 2007, Perkins' Company-operated restaurants’ comparable sales declined by 0.9%
and Marie Callender’ s Company-operated restaurants’ comparable sales declined by 0.3%. For the year-to-date
period ended July 15, 2007, Perkins' Company-operated restaurants’ comparable sales declined by 1.2% and Marie
Callender’s Company-operated restaurants' comparable sales declined by 0.1%.
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SUMMARY OF CRITICAL ACCOUNTING POLICIES

The preparation of financial statementsin accordance with accounting principles generally accepted in the United
States of America reguires 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 eval uating 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 restaurantsis 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. A $1,000,000 change in estimated franchise sales would impact royalty revenue by $40,000 to $50,000.
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 thisreview, we provide for estimated losses for accounts receivable that are not
likely to be collected. Although we maintain good rel ationships 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 usto 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 July 15, 2007 and December 31, 2006, we had total self-
insurance accruals reflected in our consolidated balance sheets of approximately $8,308,000 and $8,759,000,
respectively. The measurement of these costs required the consideration of historical |oss 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 claimsincurred, including those
claimsincurred 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 areais inherently sensitive given
the magnitude of claimsinvolved 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, changesin
health care costs, accident frequency and severity and other factors can materially affect the estimate for these
liabilities.

Long-Lived Assets

Therestaurant 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.
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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 assetsover 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.

Dueto 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 useisimpaired 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 thistest 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 areliable 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 arestaurant-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 aliability on our balance sheet because the leases
do not meet the accounting definition of capital leases. The determination of whether alease is accounted for asa
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 awell -defined and
controlled process for making this eval uation.

Goodwill and Intangibles

Asof July 15, 2007, we had approximately $185,252,000 of goodwill and intangible assets on our balance sheet
primarily resulting from the Acquisition. Accounting standards require that we review goodwill and non-amortizing
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 unitsto
determine their estimated fair values. Changesin 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 assetsto the
balance that is more likely than not to be realized. In evaluating the need for avaluation allowance, we must make
judgments and estimates on future taxable income, feasible tax planning strategies 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, changesin facts and
circumstances that affect our judgments or estimates in determining the proper deferred tax assets or liabilities could
materially affect the recorded amounts.

On January 1, 2007, the Company adopted the provisions of FASB Interpretation (“FIN”) No. 48, “ Accounting for
Uncertainty in Income Taxes— an Interpretation of FASB Statement No. 109", (“FIN 48”). Asaresult of the
implementation of FIN 48, the Company recognized a decrease of approximately $183,000 in the liability for
unrecognized tax benefits, which was accounted for as an increase to the January 1, 2007 balance of retained
earnings. As of January 1, 2007, the Company had approximately $5,442,000 of unrecognized tax benefits, all of
which, if recognized, would favorably affect the Company’ s effective tax rate. Included therein, the Company has
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$3,086,000 of unrecognized tax benefits reducing federal and state net operating loss carry forward and federal tax
credit carry forward deferred tax assets that if recognized would be subject to avaluation allowance. The Company
expects that the total amount of its unrecognized tax benefits will decrease between $600,000 and $1,000,000 during
the year due to various state tax examinations and expiration of statutes.

The Company’s policy for recording interest and penalties associated with tax auditsisto record such itemsasa
component of income taxes. As of January 1, 2007, the Company had $275,000 of accrued interest and penalties.

The Company’ stax returns are open to federal and state tax audits until the applicable statute of limitations expire.
The Company is no longer subject to U.S. federal tax examinations by tax authorities for tax years before 2003. For
the majority of states where the Company has a significant presence, it isalso no longer subject to tax examination
by statetax authorities for tax years before 2003.

RESULTS OF OPERATIONS
Financial Statement Presentation

In 2006, WRG’ s quarterly results were based on thirteen-week quarters. Beginning in the first quarter of 2007,
WRG adopted Perkins' reporting calendar, which is based on thirteen four-week accounting periods. Accordingly,
the accompanying consolidated statement of operations for the quarter ended July 9, 2006 includes the financial
results of WRG for the 91-day period from March 31, 2006 through June 29, 2006. The accompanying consolidated
statement of operations for the second quarter ended July 15, 2007 includes the financial results of WRG for three
four-week periods, or 84 days.

The accompanying consolidated statements of operations and cash flows for the year-to-date period ended July 9,
2006 include the 2006 year-to-date financial results of WRG for the 182-day period from December 30, 2005
through June 29, 2006. The accompanying consolidated statements of operations and cash flows for the year-to-date
period ended July 15, 2007 include the 2007 year-to-date financial results of WRG for seven four-week periods, or
196 days.

Seasonality

Sales fluctuate seasonally and as mentioned previously, the quarters do not all have the same time duration.
Specificaly, thefirst quarter has an extra four weeks compared to the other quarters of the fiscal year. Historically,
our average weekly sales are highest in the fourth quarter (approximately October through December) as aresult
primarily of holiday pie sales at both Perkins and Marie Callender’ s restaurants and Thanksgiving feast sales at
Marie Callender’ s restaurants. Therefore, the quarterly results are not necessarily indicative of results that may be
achieved for the full fiscal year. Factorsinfluencing relative sales variability, in addition to the holiday impact noted
above, include the frequency and popularity of advertising and promotions, the relative sales levels of new and
closed locations, other holidays and weather.

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. Segment revenues as a percentage of total revenues were as follows:

Percentage of Total Revenues

Second Quarter Y ear-to-Date
Ended Ended

July 15, 2007 July 15, 2007
PErKINS FESLAUIANES ...ttt st b e bbb b e sr s s 51.9% 51.5%
Marie Callender’s restaurants 34.8% 35.9%
Perkins franchisees........ccooevecveennene. 3.9% 3.7%
Marie Callender’ s franchisees 0.9% 0.9%
0 4 - T 7.5% 7.2%
L1 0 PP 1.0% 0.8%

B o] = IO 100.0% 100.0%
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The following table reflects certain datafor the Company’ s quarter ended July 15, 2007 compared to the quarter
ended July 9, 2006. 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, Foxtail and Other isincluded 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 $3,812,000 and $2,111,000 in the second
quarter of 2007 and 2006, respectively.

Marie Callender’'s

Consolidated Results Perkins Restaurants Restaurants Perkins Franchise
Second Quarter Ended Second Quarter Ended Second Quarter Ended Second Quarter Ended
July 15,2007 July9,2006  July 15,2007 July9,2006  July 15,2007 July 9,2006  July 15,2007 July 9, 2006

Food sales..... $126,514 $131,618 $67,592 $66,249 $45,304 $50,537 $ — $ —
Franchise and

other

revenue........ 7,408 7,403 — — — — 5,051 5,160
Intersegment

revenue........ (3,812 (2,111) — — — — — —
Tota

Revenues..... 130,110 136,910 67,592 66,249 45,304 50,537 5,051 5,160
Food cogt....... 27.5% 29.1% 24.4% 24.5% 29.4% 30.0% — —
Labor and

benefits....... 34.3% 33.9% 35.6% 36.5% 35.3% 35.6% — —
Operating

EeXPenses...... 25.0% 23.3% 26.5% 24.4% 28.1% 27.4% 9.5% 11.4%
Segment

(Loss) Profit . $ (2,723 $ 3,796 $ 6,630 $4,336 $ 1,566 $1,448 $4,568 $4,570

Marie Calender’s
Franchise Foxtail Other (a)
Second Quarter Ended Second Quarter Ended Second Quarter Ended
July 15,2007  July 9, 2006 July 15, 2007 July 9, 2006 July 15, 2007 July 9, 2006

Food sdles.............. $ — $ — $ 13618 $ 14832 $ — $ —
Franchiee and

other revenue........ 1,153 1,230 — — 1,204 1,013
Intersegment

revenue................ — — (3812) (2,1112) — —
Total Revenues....... 1,153 1,230 9,806 12,721 1,204 1,013
Foodcot................ — — 56.5% 56.7% — —
Labor and benefits.. — — 14.0% 11.2% 9.7% 8.7%
Operating

EXPeNSES.............. — — 11.0% 9.6% — —
Segment Profit

(LOSS) .oovvveveerea $ 1,153 $ 1,230 $ 1,033 $ 1,933 $  (17,673) $ (9721

(a) Licensing revenue of $1,093,000 and $965,000 for the second quarter of 2007 and 2006, 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 9,
“Segment Reporting” in the Notes to Consolidated Financial Statements.

The following table reflects certain data for the Company’ s year-to-date period ended July 15, 2007 compared to the
year-to-date period ended July 9, 2006. 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, Foxtail and Other isincluded 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 $9,859,000 and $4,355,000
for the year-to-date period of 2007 and 2006, respectively.
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Marie Callender's

Consolidated Results Perkins Restaurants Restaurants Perkins Franchise
Y ear-to-date Ended Y ear-to-date Ended Y ear-to-date Ended Y ear-to-date Ended
July 15,2007 July9,2006  July 15,2007 July 9,2006  July 15,2007 July 9,2006 July 15, 2007 July 9, 2006

Food sdles........ $ 301,449 $ 294477 $ 158,673 $ 156,975 $ 110575 $ 102,813 $ — $ —
Franchiseand

other revenue.. 16,806 16,434 — — — — 11,467 11,809
Intersegment

revenue.......... (9,859) (4,355) — — — — _ _
Total Revenues. 308,396 306,556 158,673 156,975 110,575 102,813 11,467 11,809
Foodcogt.......... 27.8% 29.5% 25.0% 25.2% 29.8% 30.2% — —
Labor and

benefits.......... 34.4% 33.8% 35.7% 36.6% 35.1% 35.5% — —
Operating

EXPENSES......... 24.9% 23.6% 26.4% 25.5% 27.3% 26.9% 11.2% 10.2%
Segment Profit

(LOSS)...cuvenee $ (5472 $ (1,428) $ 14,368 $ 11,781 $ 4,620 $ 3358 $ 10178 $ 10,602

Marie Calender's
Franchise Foxtail Other (a)
Y ear-to-date Ended Y ear-to-date Ended Y ear-to-date Ended
July 15, 2007 July 9, 2006 July 15, 2007 July 9, 2006 July 15, 2007 July 9, 2006

Food sales........ $ — $ — $ 32201 $ 34,689 $ — $ —
Franchise and

other revenue.. 2,766 2,507 — — 2,573 2,118
Intersegment

revenue.......... — — (9,859) (4,355) — —
Total Revenues. 2,766 2,507 22,342 30,334 2573 2,118
Foodcost.......... — — 56.7% 56.2% — —
Labor and

benefits.......... — — 14.1% 11.6% 12.7% 9.5%
Operating

EXPeNnses......... — — 10.2% 10.0% — —
Segment Profit

(LOSS)............ $ 2,766 $ 2,507 $ 2,540 $ 4,562 $  (39,944) $ (34,238

(a) Licensing revenue of $2,322,000 and $1,909,000 for the year-to-date period of 2007 and 2006, respectively, is
included in the Other segment revenues. The Other segment |oss includes corporate general and administrative
expenses, interest expense and other non-operational expenses. For details of the Other segment |oss, see Note 9,
“Segment Reporting” in the Notes to Consolidated Financial Statements.

Quarter Ended July 15, 2007 Compar ed to the Quarter Ended July 9, 2006
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.

Perkins restaurants’ comparable sales decreased 0.9% and Marie Callender’ s restaurants’ comparable sales
decreased 0.3% in the second quarter of 2007 as compared to the second quarter of 2006. The decrease in Perkins
restaurants comparable sales resulted primarily from a decrease in comparable customer counts.

Marie Callender’ s restaurant sales decreased $5,233,000 primarily due to the inclusion of seven additional days of
revenues in the second quarter of 2006 for an estimated impact of $3,439,000.

Combined restaurant segment income increased $2,412,000in the second quarter of 2007 compared to ayear ago,
primarily due to adecrease in depreciation in the Perkins restaurant segment. In the second quarter of 2006,
depreciation expense was higher due to the step-up in the basis of Perkins' depreciable assets, related to the
Acquisition, and the related $2,265,000 adjustment to depreciation.
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Since the end of the second quarter of 2006, the Company has opened three new Perkins restaurants, acquired three
Perkins restaurants from franchisees and closed one underperforming Perkins restaurant. The Company has also
opened one Marie Callender’ s restaurant and closed two underperforming 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 operations historically managed by WRG (“Corona’) and Foxtail operations historically managed by Perkins
(“Cincinnati”) are combined into one segment for reporting purposes. Foxtail’ s net sales decreased $2,915,000 from
the prior year’s second quarter. $1,736,000 of the decrease is due to the elimination of sales and cost of sales from
Foxtail’s Corona plant to Marie Callender’ s Company-operated restaurants in the second quarter of 2007, whereas
sales and cost of sales from Foxtail’s Corona plant to Marie Callender’s Company-operated restaurants in the second
quarter of 2006 were not eliminated. (The Corona plant intercompany salesto the Marie Callender’ s Company-
operated restaurants have been eliminated beginning in the fourth quarter of 2006.) The effect of this change had no
effect on Foxtail’ s segment income or the Company’ s net loss. The decrease was also due to adecrease in sales of
$411,000 in the second quarter to one contractual customer and the loss of aline of business and related sales of
$1,117,000t0 one major non-contractual customer. Segment income of $1,033,000 in the second quarter of 2007
decreased $900,000 as compared to the second quarter of 2006 primarily as aresult of thisdeclinein salesand a
$250,000 increase in labor and benefits.

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 decreased $186,000 in the second quarter of 2007 compared to the prior year’s second quarter.
The decrease was primarily due to adecline in royalty income at Perkins resulting primarily from a decrease of
approximately 0.3% in comparabl e franchise restaurant sales in the second quarter of 2007 as compared to the
second quarter of 2006 and a decrease in the number of Perkins' franchise restaurants in operation.

Since the end of the second quarter of 2006, franchisees have opened eight Perkins restaurants, closed nine Perkins
restaurants and sold three Perkins restaurants to the Company. Franchisees have not opened or closed any Marie
Callender’ srestaurants.

Revenues

Total revenues decreased $6,800,000 in the second quarter of 2007 compared to the second quarter of 2006. The
decrease was primarily due to a $5,233,000 decline in sales at Marie Callender’ s Company-operated restaurants due
primarily to the inclusion of seven additional days of revenuesin the second quarter of 2006.

Perkins restaurant sales of $67,592,000 and $66,249,000 in the second quarter of 2007 and 2006, respectively,
accounted for 51.9% and 48.4% of total revenues, respectively. Perkins 0.9% decrease in comparabl e restaurant
sales were offset by sales from the increased number of operating locations: 155 Perkins restaurants were in
operation at the end of the second quarter of 2007 compared to 151 Perkins restaurants in operation at the end of the
second quarter of 2006. Perkins restaurant salesincreased as a percentage of total revenues due primarily to the
inclusion of the seven additional days of revenues from Marie Callender’ sin the second quarter of 2006.

Marie Callender’s restaurant sales of $45,304,000 and $50,537,000 in the second quarter of 2007 and 2006,
respectively, accounted for 34.8% and 36.9% of total revenues, respectively. Marie Callender’ s restaurant sales
decreased $5,233,000 due primarily to the inclusion of seven additional days of revenuesin the second quarter of
2006.



Perkins franchise revenues accounted for 3.9% and 3.8% of total revenuesin the second quarter of 2007 and 2006,
respectively and Marie Callender’ s franchise revenues accounted for 0.9% of total revenuesin both periods. The
franchise revenues at Perkins decreased $109,000, but increased as a percentage of total revenues due primarily to
the inclusion of the seven additional days of revenues from Marie Callender’sin the second quarter of 2006.

Foxtail revenues decreased $2,915,000 in the second quarter of 2007 versus the same quarter of 2006. The decrease
is due primarily to the elimination of sales and cost of sales from Foxtail’s Corona plant to Marie Callender’s
Company-operated restaurants in the second quarter of 2007 of $1,736,000, whereas sales and cost of salesfrom
Foxtail’s Corona plant to Marie Callender’ s Company-operated restaurants in the second quarter of 2006 were not
eliminated. The effect of this change had no effect on Foxtail’ s segment income or the Company’ s net loss. The
decrease was al so due to adecrease in sales of $411,000 in the second quarter to one contractual customer and the
loss of aline of business and related sales of $1,117,000 to one major non-contractual customer.

Costs and Expenses
Food Cost

Consolidated food cost was 27.5% and 29.1% of food sales in the second quarter of 2007 and 2006, respectively.
Intercompany sales and food cost from the Corona plant to Marie Callender’ s Company-operated restaurants were
eliminated in the second quarter of 2007; whereas, intercompany sales and food cost from the Corona plant to Marie
Callender’'s Company-operated restaurants were not eliminated in the second quarter of 2006. Approximately 1.1%
of the 1.6% decreaseis related to this change in the elimination of sales and food cost. The elimination entry has no
effect on Foxtail’ s segment income or the Company’ s net loss. The improvement is also due to theimproved
purchasing power of the combined Perkins and Marie Callender’ s brands following the Combination in May of
2006, and the impact of increased menu prices at Perkins restaurants and Marie Callender’ s restaurants. The impact
of these favorable factors was partially offset by higher commodity costs.

In Perkins restaurant segment, food cost was 24.4% and 24.5% of food sales in the second quarter of 2007 and 2006,
respectively, and in Marie Callender’ s restaurant segment, food cost was 29.4% and 30.0% of food sales,
respectively. Marie Callender’ s food cost percentage is traditionally higher than Perkins, primarily as aresult of a
greater proportion of sales at Marie Callender’ s restaurants that are derived from lunch and dinner items, which
typically carry higher food costs than breakfast items. In the Foxtail segment, food cost was 56.5% and 56.7% of
food sales in the second quarter of 2007 and 2006, respectively.

Labor and Benefits Expenses

Consolidated labor and benefits expenses were 34.3% and 33.9% of net food salesin the second quarter of 2007 and
2006, respectively. The labor and benefits ratio in the Foxtail segment increased 2.8 percentage points in the second
quarter of 2007. The labor and benefits ratio in the Perkins restaurant segment decreased 0.9 percentage points, and
the labor and benefitsratio in Marie Callender’ s restaurant segment decreased 0.3 percentage points. Theincrease in
the Foxtail segment is due primarily to an increase in the average wage rate in the Cincinnati plants due to
competitive pressures in the marketplace. The improvement in the Perkins restaurant segment was primarily due to
workers' compensation costs which decreased by $666,000 (or 1.0 percentage point of the 0.9 percentage point
decrease). The improvement was partially offset by an increase in the average wage rate due to increases in the
minimum wage rate in certain states.

Operating Expenses

Approximately 93.9% of total operating expenses in the second quarter of 2007 and 2006 were incurred in the
Perkins and Marie Callender’ s restaurant segments. The most significant components of operating expenses were
rent, utilities, advertising, restaurant supplies, repair and maintenance and property taxes. Total operating expenses,
as a percentage of total sales, were 25.0% and 23.3% in the second quarter of 2007 and 2006, respectively, as
Perkins restaurant segment operating expenses were 26.5% and 24.4% of segment food sales, respectively and
Marie Callender’ s restaurant segment operating expenses were 28.1% and 27.4% of segment food sales,

31



respectively. The percentage increase in the Perkins restaurant segment is due primarily to second quarter creditsin
2006 for a $540,000 insurance settlement and a $208,000 legal settlement, accounting for 1.1 percentage points of
the 2.1 percentage point increase at Perkins.

Total operating expenses of $32,590,000 in the second quarter of 2007 increased by $629,000 as compared to the
second quarter of 2006. The increase was primarily due to the above noted insurance and legal settlements.

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. G& A expenses were 8.2% and 8.6% of total revenuesin the second
quarter of 2007 and 2006, respectively. The decreaseis primarily due to an $883,000 (or 0.7%) reduction in
incentive costs for home office employees.

Transaction Costs

The Company has classified certain expenses directly attributable to the Combination and certain non-recurring
expensesincurred as aresult of the Combination as transaction costs on the consolidated statements of operations.
Transaction costs were $568,000 and $1,736,000 in the second quarter of 2007 and 2006, respectively.

Depreciation and Amortization

Depreciation and amortization expense was $5,770,000 and $8,223,000 in the second quarter of 2007 and 2006,
respectively. In the second quarter of 2006, depreciation expense was higher due to the step-up in the basis of
Perkins' depreciable assets, related to the Acquisition, and the related $2,265,000 adjustment to depreciation.

Interest, net

Interest, net was $7,217,000 or 5.5% of total revenuesin the second quarter of 2007 compared to $9,778,000 or
7.1% of total revenuesin the second quarter of 2006. During the second quarter of 2006, we repaid WRG's
indebtedness with proceeds of the Term Loan obtained in connection with the May 2006 Combination and wrote-of f
$1,028,000 of deferred financing costs related to WRG’ sindebtedness. I nterest rates on WRG’ s indebtedness were
significantly higher than the interest rates on the Term Loan.

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 the second quarter of 2007 and 2006, we recorded
adjustments of $146,000 and $1,000, respectively.

Gain on Extinguishment of Debt

In connection with the Combination, the Company repaid the outstanding indebtedness of WRG in the amount of
approximately $101,000,000. The Company obtained funds for the repayment of WRG' s outstanding indebtedness
from the Credit Agreement. The Company recognized a gain of $12,581,000 on its extinguishment of certain debt
and related accrued interest due to the Company’ s successful negotiation of concessions.

Taxes

The effective tax provision rate for the second quarter of 2007 and 2006 was 0.0%. Our effective rate differs from
the statutory rate primarily due to a valuation allowance for deductible temporary differences and net operating loss
and credit carry-forwards generated during 2006 and expected to be generated during 2007. For the second quarter
of 2007, the Company included, as a component of income taxes, $103,000 of interest expense related to uncertain
income tax positions. The interest expense was offset by federal income tax credits generated during 2007 that are
able to be carried-back and reduce federal alternative minimum tax.
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Year -to-date Period Ended July 15, 2007 Compared to the Year -to-date Period Ended July 9, 2006
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.

Perkins restaurants’ comparable sales decreased 1.2% and Marie Callender’ srestaurants' comparable sales
decreased 0.1% as compared to the year-to-date period in 2006. The decrease in Perkins restaurants comparable
sales resulted primarily from a decrease in comparable customer counts.

Marie Callender’ srestaurant salesincreased $7,762,000 primarily due to the inclusion of fourteen additional days of
revenues in the year-to-date period of 2007 for an estimated impact of $7,454,000.

Combined restaurant segment income increased $3,825,000 in the year-to-date period ended July 15, 2007 compared
to ayear ago, primarily due to a decrease in depreciation in the Perkins restaurant segment. In the second quarter of
2006, depreciation expense was higher due to the step-up in the basis of Perkins' depreciable assets, related to the
Acquisition, and the related $2,265,000 adjustment to depreciation. The increase is also due to the inclusion of an
additional fourteen days of operations at Marie Callender’ s restaurants in the year-to-date period of 2007 as
compared to the year-to-date period of 2006.

Since the end of the second quarter of 2006, the Company has opened three new Perkins restaurants, acquired three
Perkins restaurants from franchisees and closed one underperforming Perkins restaurant. The Company has also
opened one Marie Callender’ s restaurant and closed two underperforming 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 operations, Corona and Cincinnati, are combined into one segment for reporting purposes. Foxtail’s net sales
decreased $7,992,000 from the prior year. $4,892,000 of the decrease is due to the elimination of sdesand cost of
sales from Foxtail’s Corona plant to Marie Callender’ s Company-operated restaurants in the year-to-date period of
2007, whereas sales and cost of sales from Foxtail’s Corona plant to Marie Callender’ s Company-operated
restaurants in the year-to-date period of 2006 were not eliminated. The Corona plant intercompany sales to the
Marie Callender’ s Company-operated restaurants have been eliminated beginning in the fourth quarter of 2006. The
effect of this change had no effect on Foxtail’ s segment income or the Company’ s net loss. The decrease was also
dueto adecrease in sales of $2,027,000 in thefirst half of 2007 to one contractual customer and the loss of aline of
business and related sales of $2,503,000 to one major non-contractual customer. Segment income of $2,540,000 in
the year-to-date period ended July 15, 2007 decreased $2,022,000 as compared to the year-to-date period ended July
9, 2006 primarily as aresult of this declinein sales.

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 decreased $83,000 in the year-to-date period of 2007 compared to the prior year. A decreasein
franchise revenues of $342,000 in Perkins franchise segment was partially offset by an increase in franchise
revenues of $259,000 in Marie Callender’ s franchise segment. The decrease in the Perkins franchi se segment
resulted primarily from a decrease of approximately 0.8% in comparable franchise restaurant salesin the year-to-
date period of 2007 as compared to the year-to-date period of 2006 and a decrease in the number of Perkins'
franchise restaurantsin operation.



Since the end of the second quarter of 2006, franchisees have opened eight Perkins restaurants, closed nine Perkins
restaurants and sold three Perkins restaurants to the Company. Franchisees have not opened or closed any Marie
Callender’ srestaurants.

Revenues

Total revenuesincreased $1,840,000 in the year-to-date period of 2007 compared to the year-to-date period of 2006.
Theincrease was primarily due to the additional fourteen days of operationsand an estimated $7,454,000 in sales at
Marie Callender’ sin 2007 due to the change in reporting period for Marie Callender’s.

Perkins restaurant sales of $158,673,000 and $156,975,000 in the year-to-date period of 2007 and 2006,
respectively, accounted for 51.5% and 51.2% of total revenues, respectively. Perkins restaurant sales increased
$1,698,000 due primarily to the increased number of operating locations: 155 Perkins restaurants were in operation
at the end of the second quarter of 2007 compared to 151 Perkins restaurants in operation at the end of the second
quarter of 2006.

Marie Callender’ s restaurant sales of $110,575,000 and $102,813,000 in the year-to-date period of 2007 and 2006,
respectively, accounted for 35.9% and 33.5% of total revenuesin the year-to-date period of 2007 and 2006,
respectively. Theincrease in Marie Callender’ s restaurant sales and sales as a percentage of total revenues was
primarily due to the additional fourteen days of operations, an estimated $6,800,000 in sales, at Marie Callender’sin
the year-to-date period of 2007.

Perkins franchise revenues accounted for 3.7% and 3.9% of total revenuesin the year-to-date period of 2007 and
2006, respectively, and Marie Callender’ s franchise revenues accounted for 0.9% and 0.8% of total revenues,
respectively. The franchise revenues at Perkins declined $342,000 as franchisees’ comparable restaurant sales
decreased by approximately 0.8%.

Foxtail revenues decreased $7,992,000 in the year-to-date period of 2007 versus the year-to-date period of 2006.
$4,892,000 of the decrease is due to the elimination of sales and cost of sales from Foxtail’s Coronaplant to Marie
Callender’s Company-operated restaurants in the year-to-date period of 2007 whereas sales and cost of sales from
Foxtail’s Corona plant to Marie Callender’s Company-operated restaurants in the year-to-date period of 2006 were
not eliminated. The effect of this change had no effect on Foxtail’ s segment income or the Company’s net loss. The
decrease was also due to adecrease in sales of $2,027,000 in the first half of 2007 to one contractual customer and
theloss of aline of business and related sales of $2,503,000 to one major non-contractual customer.

Costs and Expenses
Food Cost

Consolidated food cost was 27.8% and 29.5% of food salesin the year-to-date period of 2007 and 2006,
respectively. Intercompany sales and food cost from the Corona plant to Marie Callender’ s Company-operated
restaurants have been eliminated in the year-to-date period of 2007; intercompany salesand food cost from the
Coronaplant to Marie Callender’ s Company-operated restaurants were not eliminated in the year-to-date period of
2006. Approximately 1.0 percentage point of the 1.7 percentage point decrease is related to this changein the
elimination of sales and food cost. The elimination entry has no effect on Foxtail’s segment income or the
Company’s net loss. The improvement is also due to the improved purchasing power of the combined Perkins and
Marie Callender’ s brands following the Combination in May of 2006, the impact of increased menu prices at
Perkins restaurants and Marie Callender’ s restaurants, and the continuing impact of akitchen audit program
introduced at Marie Callender’ s restaurants during 2006.

In Perkins restaurant segment, food cost was 25.0% and 25.2% of food salesin the year-to-date period of 2007 and
2006, respectively, and in Marie Callender’ s restaurant segment, food cost was 29.8% and 30.2% of food sales,
respectively. Marie Callender’ s food cost percentage is traditionally higher than Perkins, primarily asaresult of a
greater proportion of sales at Marie Callender’ s restaurants that are derived from lunch and dinner items, which
typically carry higher food costs than breakfast items. In the Foxtail segment, food cost was 56.7% and 56.2% of
food salesin the year-to-date period of 2007 and 2006, respectively.



Labor and Benefits Expenses

Consolidated labor and benefits expenses were 34.4% and 33.8% of net food sales in the year-to-date period of 2007
and 2006, respectively. The labor and benefits ratio in the Foxtail segment increased 2.5 percentage pointsin the
year-to-date period of 2007. The labor and benefits ratio in the Perkins restaurant segment decreased 0.9%, while the
labor and benefitsratio in Marie Callender’ s restaurant segment decreased 0.4%. The increase in the Foxtail

segment is due primarily to an increase in the average wage rate in the Cincinnati plants due to competitive
pressures in the marketplace. The improvement in the Perkins restaurant segment was primarily due to workers’
compensation costs which decreased by $1,204,000 and medical costs which decreased by $328,000. The
improvement was partially offset by an increase in the average wage rate due to increases in the minimum wage rate
in certain states.

Operating Expenses

Approximately 94.1% and 93.7% of total operating expensesin the year-to-date period of 2007 and 2006,
respectively, were incurred in the Perkins and Marie Callender’ s restaurant segments. The most significant
components of operating expenses were rent, utilities, advertising, restaurant supplies, repair and maintenance and
property taxes. Total operating expenses, as a percentage of total sales, were 24.9% and 23.6% in the year-to-date
period of 2007 and 2006, respectively, as Perkins restaurant segment operating expenses were 26.4% and 25.5% of
segment food sales, respectively and Marie Callender’ s restaurant segment operating expenses were 27.3% and
26.9% of segment food sal es, respectively. The percentage increase in the Perkins restaurant segment is due
primarily to second quarter creditsin 2006 for a $540,000 insurance settlement and a $208,000 legal settlement,
accounting for 0.5 percentage points of the 0.9 percentage point increase at Perkins.

Total operating expensesof $76,684,000 in the year-to-date period of 2007 increased by $4,441,000 over the year-
to-date period of 2006. The increase was primarily due to the additional fourteen days of operations at Marie
Callender’s in the year-to-date period of 2007.

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. G& A expenses were 8.1% and 8.2% of total revenuesin the year-to-
date period of 2007 and 2006, respectively. The decrease is primarily due to an $840,000 reduction in incentive
costs for home office employees.

Transaction Costs

The Company has classified certain expenses directly attributable to the Combination and certain non-recurring
expensesincurred as aresult of the Combination as transaction costs on the consolidated statements of operations.
Transaction costs were $752,000 and $2,290,000 in the year-to-date period of 2007 and 2006, respectively.

Depreciation and Amortization

Depreciation and amortization expense was $12,891,000 and $14,316,000 in the year-to-date period of 2007 and
2006, respectively. In the year-to-date period of 2006, depreciation expense was higher due to the step-up in the
basis of Perkins' depreciable assets, related to the Acquisition, and the related adjustment to depreciation.

Interest, net

Interest, net was $16,698,000 or 5.4% of total revenues in the year-to-date period of 2007 compared to $21,525,000
or 7.0% of total revenuesin the year-to-date period of 2006. During the second quarter of 2006, we repaid WRG's
indebtedness with proceeds of the Term Loan obtained in connection with the May 2006 Combination and wrote-off
$1,028,000 of deferred financing costs related to WRG' sindebtedness. Interest rates on WRG’ sindebtedness were
significantly higher than the interest rates on the Term Loan.



Asset |mpairments 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 the year-to-date period of 2007 and 2006, we recorded
adjustments of $9,000 and $321,000, respectively.

Gain on Extinguishment of Debt

In connection with the Combination, the Company repaid the outstanding indebtedness of WRG in the amount of
approximately $101,000,000. The Company obtained funds for the repayment of WRG' s outstanding indebtedness
from the Credit Agreement. The Company recognized a gain of $12,581,000 on its extinguishment of certain debt
and related accrued interest due to the Company’ s successful negotiation of concessions.

Taxes

The effective tax provision rate for the year-to-date period ended July 15, 2007 and July 9, 2006 was 0.0%. Our
effectiverate differsfrom the statutory rate primarily due to a valuation allowance for deductible temporary
differences and net operating loss and credit carry -forwards generated during 2006 and expected to be generated
during 2007. For the year-to-date period of 2007, the Company included, as a component of income taxes, $103,000
of interest expense related to uncertain income tax positions. The interest expense was offset by federal income tax
credits generated during 2007 that are able to be carried-back and reduce federal alternative minimum tax.

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 due
Octaober 1, 2013. In connection with the Combination, the Company entered into an amended and restated credit
agreement. Pursuant to the Credit Agreement, the lenders made available the following: (1) afive-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; and (2) a seven-year term
loan credit facility not to exceed $100,000,000.

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. All indebtedness
under the Credit Agreement is collateralized by afirst priority lien on substantially all of the assets of the Company
and itswholly-owned subsidiaries. As of July 15, 2007, there were borrowings of $10,500,000 and approximately
$11,326,000 of letters of credit outstanding under the Revolver. The letters of credit are primarily utilized in
conjunction with our workers’ compensation programs. As of July 15, 2007, we had approximately $304,552,000 of
debt outstanding consisting of debt from the 10% Senior Notes, the Term Loan, the Revolver and capital |ease
obligations.

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 Credit Agreement.

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 subsidiariesto
grant liens or make distributions.

Our debt indentures contain certain financial covenants of which we are currently in compliance.



Working Capital and Cash Flows

At July 15, 2007, we had a negative working capital balance of $24.5 million. Like many other restaurant
companies, the Company is able to, and may more often than not, operate with negative working capital. We are
able to operate with a substantial working capital deficit because (1) restaurant revenues are received primarily on a
cash and near-cash basis with alow level of accounts receivable, (2) rapid turnover resultsin alimited investment in
inventories, and (3) accounts payable for food and beverages usually become due after the receipt of cash from the
related sales.

The following table sets forth summary cash flow datafor the year-to-date period ended July 15, 2007 and July 9,
2006 (in thousands):

Y ear-to-Date Y ear-to-Date

Ended Ended
July 15,2007 _ July 9, 2006
Cash flows (used in) provided by operating aCtiViti€S .......c.coueeevereeeveneseeenenesseeseseseesnens $ (3867) $ 2,155
Cash flows used in iNVesting aCtiVItIES .........cccvvererrirerrerceesseses s eesenens (11,187) (6,392)
Cash flows provided by finanCing aCtIVItIES .........c.vireerneecrneeeererese e 9,387 9,204

Operating activities

Cash used in operating activities totaled $3,867,000 for the year-to-date period ended July 15, 2007 compared to
cash provided by operating activities of $2,155,000 for the year-to-date period ended July 9, 2006. The changein
cash used in or provided by operating activitiesis primarily due to an increase in inventories and prepaid expenses
and a decrease in accounts payable and accrued expenses.

Investing activities

Cash flows used ininvesting activities for the year-to-date period ended July 15, 2007 were $11,187,000 compared
to cash used ininvesting activities of $6,392,000 for the year-to-date period ended July 9, 2006. During the year-to-
date period of 2007, the primary cash outflow from investing activities was $11,190,000 of capital expenditures.
During the year-to-date period of 2006, the primary cash outflow from investing activities was $7,939,000 of capital
expenditures, which was partially offset by proceeds from sale of assets of $1,547,000.

Capital expenditures consisted primarily of restaurant improvements, restaurant remodels, and equipment packages
for new restaurants. The following table summarizes capital expenditures for each year-to-date period presented (in
thousands):

Y earto-Dae Y ear-to-Date
Ended Ended

July 15,2007 _ July 9, 2006
NEW FESEAUIANES ....vvvvevrereveresesessssssessesssssssssessssssesssssssssesssssssssessssssessasssessssssssssssassssssessansssssssansans $ 2,826 $ 742
ReStaUrant iMPrOVEMENES ......c.oovreeirererereresessssesesssee e ssssssssessssssssesssssessssssssssessssssssssesssssessens 4,544 3,493
Restaurant remodeling and reimaging 1,884 3,324
Manufacturing plant iMProVEMENES..........occeereneeeeees s 804 327
L@ 1 0= SOOI 1,132 53
Total Capital EXPENAITUIES...........cooueeveeeeeeereeeeeeesteese sttt ssessss s ssessessssssessesssesssssesssessesses $ 11,190 $ 7,939

Our capital budget for 2007 is $23,600,000 and includes plans to open eight new Company-operated Perkins
restaurants. For the year-to-date period ended July 15, 2007, we opened one Company-operated Perkins restaurant;
two additional Company-operated Perkins restaurants have opened as of August 24, 2007. The source of funding for
these expenditures is expected to be cash provided by operations and the Revolver. Capital spending could vary
significantly from planned amounts as certain of these expenditures are discretionary in nature.
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Financing activities

Cash flows provided by financing activities for the year-to-date period ended July 15, 2007 were $9,387,000
compared to cash flows provided by financing activities of $9,204,000 for the year-to-date period ended July 9,
2006. During the year-to-date period of 2007, the primary cash flows included net proceeds of $10,500,000 from the
Revolver. During the year-to-date period of 2006, the primary cash flows included a $12,545,000 capital
contribution from our parent offset partially by the payment of $2,720,000 of debt issuance costs.

CASH CONTRACTUAL OBLIGATIONS AND OFF-BALANCE SHEET ARRANGEMENTS
Cash Contractual Obligations

Our cash contractual obligations presented in the Company’s 2006 Annual Report on Form 10-K have not changed
significantly except for our borrowings of $10,500,000 under the Revolver during the year-to-date period ended July
15, 2007. Borrowings under the Revolver are not due until the Credit Agreement terminates on May 3, 2011.

RECENT ACCOUNTING PRONOUNCEMENTS

In September 2006, the FASB issued Statement of Financial Accounting Standard (“SFAS’) No. 157, “Fair Value
Measurements,” which defines fair value, establishes a framework for measuring fair value and expands disclosures
about fair value measurements. SFAS No. 157 applies under other accounting pronouncements that require or permit
fair value measurements, but it does not require any new fair value measurements. SFAS No. 157 is effective for
fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. SFAS No. 157 could
impact fair values assigned to assets and liabilities in any future acquisition.

In February 2007, the FASB issued SFAS No. 159, “The Fair Vaue Option for Financial Assets and Financial
Liabilities-including an amendment of SFAS No. 115,” which permits an entity to measure certain financial assets
and financial liabilities at fair value. Entities that elect the fair value option will report unrealized gains and lossesin
earnings at each subsequent reporting date. SFAS No. 159 is effective as of the first fiscal year beginning after
November 15, 2007. At thistime, we do not expect to adopt the fair value option for any assets and liabilities;
however, future events and circumstances may impact that decision.

IMPACT OF INFLATION

We do not believe that our operations are affected by inflation to agreater 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.

INFORMATION CONCERNING FORWARD LOOKING STATEMENTS

This quarterly report on Form 10-Q 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.
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We have based these forward-Iooking 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
achievementsto differ materially from any future results, performance or achievements expressed or imp lied by
these forward-looking statements. Factors affecting these forward-looking statements include, among others, the
following:

» general economic conditions and demographic patterns;

e our substantial indebtedness;



e competitive pressures and trends in the restaurant industry;

« prevailing prices and availability of food, supplies and |abor;

 relationships with franchisees and financial health of franchisees;

e 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-Q 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 revisionsto any of such statementsto reflect future events or devel opments.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are subject to changesin interest rates, foreign currency exchange rates and certain commodity prices.

Interest Rate Risk. Our primary market risk is interest rate exposure with respect to our floating rate debt. Our Credit
Agreement may require usto employ a hedging strategy through derivative financial instruments to reduce the
impact of adverse changesin 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 July 15, 2007, our Revolver permitted borrowings of up to approximately $18,174,000 (after
giving effect to $10,500,000 in borrowings and $11,326,000 in letters of credit outstanding). For the twelve months
ended July 15, 2007, after giving effect to the Revolver, which carries avariable interest rate, a 100 basis point
change in interest rate (assuming $40,000,000 was outstanding under this Revolver) would have impacted us by
$400,000.

Foreign Currency Exchange Rate Risk. We conduct foreign operationsin Canada. As aresult, 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 July 15, 2007, 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 factorsthat are beyond our control. Our supplies and raw materials are available from several
sources and we are not dependent upon any single source for these items. If any existing suppliersfail, or are unable
to deliver in quantities required by us, we believe that there are sufficient other quality suppliersin 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 itemsin 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.
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ITEM 4. CONTROL S 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 weaknessesin our disclosure controls and procedures. Asaresult 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 July 15, 2007.

There were no changesin our internal control over financial reporting during the quarter ended July 15, 2007 that
materially affected, or isreasonably likely to materially affect, our internal control over financial reporting.



PART Il — OTHER INFORMATION

ITEM 1. L egal Proceedings

Asreported in the Company’s Form 10-K for the fiscal year ended December 31, 2006, we are party to various legal
proceedingsin the ordinary course of business. There have been no material developmentswith regard to these
proceedings, either individually or in the aggregate, that are likely to have a material adverse effect on the
Company’sfinancial position or results of operations.

ITEM 1A. Risk Factors

There have been no material changes with regard to the risk factors previously disclosed under the caption “Risk
Factors’ in Item 1la of the Company’s Form 10-K for the fiscal year ended December 31, 2006.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

ITEM 3. Defaults Upon Senior Securities

None.

ITEM 4. Submission of Matters to a Vote of Security Holders.

Not applicable.

ITEM 5. Other Information

None.

ITEM 6. Exhibits

311 Chief Executive Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 302.
31.2 Chief Financial Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 302.
321 Chief Executive Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 906.
322 Chief Financial Officer Certification Pursuant to Sarbanes-Oxley Act of 2002, Section 906.
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Signature

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

PERKINS & MARIE CALLENDER’SINC.

DATE: August 29, 2007 BY: /s/ James W. Stryker

James W. Stryker
Chief Financial Officer
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Exhibit 31.1

CERTIFICATIONS

[, Joseph F. Trungale, certify that:
1. | have reviewed this quarterly report on Form 10-Q of Perkins & Marie Callender’sInc.;

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 thisreport;

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. Theregistrant’ 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 thisreport 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 thisreport based on such evaluation; and

¢) disclosed in this report any change in the registrant’ sinternal 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 isreasonably likely to materially affect, the registrant’sinternal control
over financial reporting; and

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 the registrant’ s board of
directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting 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 asignificant role
in the registrant’ sinternal control over financial reporting.

Date: August 29, 2007
BY: /s/ Joseph F. Trungale

Joseph F. Trungale
President and Chief Executive Officer




Exhibit 31.2

CERTIFICATIONS

[, James W. Stryker, certify that:
1. | havereviewed this quarterly report on Form 10-Q of Perkins & Marie Callender’sInc.;

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 thisreport;

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 thisreport 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

¢) disclosed in this report any change in the registrant’ sinternal 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 isreasonably likely to materially affect, the registrant’ sinternal control
over financial reporting; and

5. Theregistrant’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 the registrant’ s board of
directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting 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
rolein theregistrant’ sinternal control over financial reporting.

Date: August 29, 2007
BY: /s James W. Stryker

James W. Stryker
Chief Financial Officer




Exhildt 32.1

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

In connection with the Quarterly Report on Form 10-Q of Perkins & Marie Callender’ s Inc. (the “Company”) for the
quarter ended July 15, 2007, 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. theinformation contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Dated: August 29, 2007
BY:/s/ Joseph F. Trungale

Joseph F. Trungale
President and Chief Executive Officer




Exhibit 32.2

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

In connection with the Quarterly Report on Form 10-Q of Perkins & Marie Callender’ s Inc. (the “Company”) for the
quarter ended July 15, 2007, as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), |, 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. theinformation contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Dated: August 29, 2007
BY: /s/ James W. Stryker

James W. Stryker
Chief Financial Officer




