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Item 2.03 Creation of a Direct Financial Obligation or an Obligation Under an Off-Balance Sheet Arrangement of a Registrant
   

On June 13, 2008, Applebee’s Restaurants Kansas LLC, Applebee’s Restaurants Mid-Atlantic LLC, Applebee’s Restaurants North LLC,
Applebee’s Restaurants Texas LLC, and Applebee’s Restaurants West LLC (collectively the “Tenant”) entered into a Master Land and
Building Lease (the “Master Lease”) with DBAPPLEF, LLC (the “Landlord”) relating to 181 parcels of real property, each of which is
improved with a restaurant operating as an Applebee’s Neighborhood Grill and Bar (the “Properties”).
 
The Master Lease calls for an initial term of twenty years and four five-year options to extend the term which are exercisable by the Tenant
or its successors.  The initial monthly base rent under the Master Lease will be $2,612,916.66. The initial monthly base rent is subject to a
2% increase on each of the following dates: January 1, 2009; July 1, 2010; July 1, 2011; July 1, 2012; and July 1, 2013. Thereafter, the
monthly base rent shall increase by ten percent (10%) of the monthly base rent preceding such increase in base rent on each of July 1, 2018
and July 1, 2023. The Master Lease provides for rent adjustments during each of the option periods as well. Additionally, the tenant under
the Master Lease is responsible for additional rent equal to any and all fees, expenses, taxes and other charges of every kind and nature
arising in connection with or relating to the Properties.
 
The Tenant may sublease all or a portion of the Properties, without the Landlord’s consent, provided that certain conditions are met. In
addition, the Tenant may assign its interest in the Master Lease with respect to some or all of the Properties, without Landlord’s consent,
provided that certain conditions are met and the assignee agrees to enter into a direct lease with the Landlord on a pre-approved form
attached to the Master Lease (“Assigned Leases”). Further, if such assignment is to a qualified franchisee meeting certain parameters set
forth in the Master Lease, the Tenant shall be released by the Landlord from all obligations with respect to any Assigned Lease.
 
Attached as Exhibits 99.1 and 99.2, respectively, are the Press Release of the Registrant dated June 17, 2008 and Supplemental Information
on Sale-Leaseback of Applebee’s Company-Owned Real Estate, discussing the Master Lease which are incorporated herein by reference.

 
Item 9.01. Financial Statements and Exhibits.
   
(d) Exhibits.
   
Exhibit No. Description
   
99.1 Press Release of Registrant dated June 17, 2008
99.2 Supplemental Information on Sale-Leaseback of Applebee’s Company-Owned Restaurant Real Estate
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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
hereunto duly authorized.
 
 
Date: June 19, 2008 DINEEQUITY, INC.
  

By: /s/ Thomas G. Conforti
Thomas G. Conforti
Chief Financial Officer
(Principal Financial Officer)
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Exhibit 99.1
 

 

 
Stacy Roughan

Director, Investor Relations
DineEquity, Inc.

818-637-3632
 

DineEquity, Inc. Completes Sale-Leaseback of 181 Applebee’s-Owned Restaurant
Locations, Enables $303 Million Reduction in the Company’s Funded Debt

 
GLENDALE, Calif., June 17, 2008 — DineEquity, Inc. (NYSE: DIN), franchisor and operator of Applebee’s and IHOP restaurants, today announced the
completion of a sale-leaseback transaction for 181 Applebee’s company-owned restaurant locations with an entity majority owned by affiliates of Drawbridge
Special Opportunities Fund LP, Drawbridge Real Assets Fund LP and Cardinal Capital Partners.  Drawbridge funds are affiliates of Fortress Investment Group,
a publicly traded, global alternative asset manager.  The sale-leaseback transaction generated approximately $296 million in after-tax cash proceeds.  After-
tax cash proceeds exclude approximately $5 million in transaction costs related to the sale-leaseback.  Due to the sale-leaseback transaction, DineEquity also
plans to accelerate for tax purposes the recognition of financing and interest rate swap related costs associated with its funded debt reduction.  This will result
in an approximate $12 million tax benefit that is expected to partially offset the tax obligation of the sale-leaseback transaction and enable the Company to
reduce its consolidated funded debt by approximately $303 million.
 
The sale-leaseback of Applebee’s company-owned restaurants does not qualify as a sale under accounting rules.  This is due to the ongoing economic
involvement Applebee’s will have with the properties until the restaurants can be franchised and the leasehold obligations transferred to the acquiring
franchisees.  As a result, the expense associated with leasehold obligations established under the transaction will be captured in the Company’s interest
expense line item on its consolidated statement of operations.  Initially, the interest expense associated with this lease payment will be approximately $2
million per month.  This payment is expected to be reduced over time as leasehold obligations are transferred to franchisees who acquire Applebee’s
company-operated restaurants. As previously announced, DineEquity intends to franchise the large majority of Applebee’s company-operated restaurants
over the next two and a half years.
 
This accounting treatment is not expected to materially impact consolidated cash from operations and the Company reiterated that it expects to generate
$105 to $110 million in consolidated cash from operations for fiscal 2008.  DineEquity is evaluating its sale-leaseback gross proceeds of $337 million
against the preliminary purchase price accounting values of the properties included in this transaction.  Such evaluation may result in an impairment charge
during the second quarter 2008.
 
Due to technical reasons, six restaurant properties of the previously targeted 187 were excluded from the sale-leaseback transaction.  The Company
anticipates selling these properties in the
 

DineEquity, Inc.
450 North Brand Blvd., 7th floor
Glendale, California 91203-4415
866.995.DINE

 



 
future.  For more information on the sale-leaseback transaction, please visit the Investor Overview section of DineEquity’s Investor Relations website at
http://investors.dineequity.com.
 
About DineEquity, Inc.
 
Based in Glendale, California, DineEquity, Inc. franchises and operates restaurants under the Applebee’s Neighborhood Grill & Bar and IHOP brands.  With
more than 3,300 restaurants combined, DineEquity is the largest full-service restaurant company in the world.  For more information on DineEquity, visit the
Company’s Web site located at www.dineequity.com.
 
Forward-Looking Statements
 
There are forward-looking statements contained in this news release. They use such words as “may,” “will,” “expect,” “believe,” “plan,” or other similar
terminology, and include statements regarding the strategic and financial benefits of the acquisition of Applebee’s International, Inc., expectations regarding
integration and cost savings, and other financial guidance. These statements involve known and unknown risks, uncertainties and other factors, which may
cause the actual results to be materially different than those expressed or implied in such statements. These factors include, but are not limited to: the
implementation of the Company’s strategic growth plan; the availability of suitable locations and terms for the sites designated for development; the ability
of franchise developers to fulfill their commitments to build new restaurants in the numbers and time frames covered by their development agreements;
legislation and government regulation including the ability to obtain satisfactory regulatory approvals; risks associated with executing the Company’s
strategic plan for Applebee’s; risks associated with the Company’s incurrence of significant indebtedness to finance the acquisition of Applebee’s; the failure
to realize the synergies and other perceived advantages resulting from the acquisition; costs and potential litigation associated with the acquisition; the
ability to retain key personnel after the acquisition; conditions beyond the Company’s control such as weather, natural disasters, disease outbreaks,
epidemics or pandemics impacting the Company’s customers or food supplies; or acts of war or terrorism; availability and cost of materials and labor; cost
and availability of capital; competition; continuing acceptance of the IHOP, International House of Pancakes and Applebee’s brands and concepts by guests
and franchisees; the Company’s overall marketing, operational and financial performance; economic and political conditions; adoption of new, or changes
in, accounting policies and practices; and other factors discussed from time to time in the Company’s news releases, public statements and/or filings with the
Securities and Exchange Commission, especially the “Risk Factors” sections of Annual and Quarterly Reports on Forms 10-K and 10-Q. Forward-looking
information is provided by the Company pursuant to the safe harbor established under the Private Securities Litigation Reform Act of 1995 and should be
evaluated in the context of these factors. In addition, the Company disclaims any intent or obligation to update these forward-looking statements.
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Exhibit 99.2
 

G reat fran ch isees. G reat b ran d s.T M

S u p p lem en tal In fo rm atio n  o n

S ale-L easeb ack  o f A p p leb ee’s

C o m p an y -O w n ed  R estau ran t

R eal E state Ju n e 1 6 , 2 0 0 8

 



F o rw ard -L o o k in g

In fo rm atio n  T h ere are fo rw ard -

lo o k in g  statem en ts co n tain ed  in  th is

p resen tatio n . T h ey  u se su ch  w o rd s as

“m ay ,” “w ill,” “ex p ect,” “b eliev e,” “p lan ,” o r o th er sim ilar

term in o lo g y , an d  in clu d e statem en ts

reg ard in g  th e strateg ic an d  fin an cial b en efits o f th e

acq u isitio n  o f A p p leb ee’s In tern atio n al, In c.,

ex p ectatio n s reg ard in g  in teg ratio n  an d

co st sav in g s, an d  o th er fin an cial g u id an ce.

T h ese statem en ts in v o lv e k n o w n

an d  u n k n o w n  risk s, u n certain ties

an d  o th er facto rs, w h ich  m ay  cau se th e actu al resu lts

to  b e m aterially  d ifferen t th an  th o se ex p ressed  o r

im p lied  in  su ch  statem en ts. T h ese facto rs in clu d e,

b u t are n o t lim ited  to : th e im p lem en tatio n

o f th e C o m p an y ’s strateg ic g ro w th

p lan ; th e av ailab ility  o f su itab le lo catio n s an d

term s fo r th e sites d esig n ated  fo r d ev elo p m en t;

th e ab ility  o f fran ch ise d ev elo p ers to  fu lfill th eir

co m m itm en ts to  b u ild  n ew  restau ran ts in

th e n u m b ers an d  tim e fram es co v ered  b y

th eir d ev elo p m en t ag reem en ts; leg islatio n

an d  g o v ern m en t reg u latio n

in clu d in g  th e ab ility  to  o b tain  satisfacto ry

reg u lato ry  ap p ro v als; risk s asso ciated  w ith

ex ecu tin g  th e C o m p an y ’s strateg ic p lan

fo r A p p leb ee’s; risk s asso ciated  w ith  th e

C o m p an y ’s in cu rren ce o f sig n ifican t

in d eb ted n ess to  fin an ce th e acq u isitio n  o f

A p p leb ee’s; th e failu re to  realize th e sy n erg ies an d

o th er p erceiv ed  ad v an tag es resu ltin g  fro m

th e acq u isitio n ; co sts an d  p o ten tial litig atio n

asso ciated  w ith  th e acq u isitio n ; th e ab ility  to  retain

k ey  p erso n n el after th e acq u isitio n ;

co n d itio n s b ey o n d  th e

C o m p an y ’s co n tro l su ch  as w eath er,

n atu ral d isasters, d isease o u tb reak s, ep id em ics o r

p an d em ics im p actin g  th e

C o m p an y ’s cu sto m ers o r fo o d

su p p lies; o r acts o f w ar o r terro rism ; av ailab ility  an d

co st o f m aterials an d  lab o r; co st an d  av ailab ility  o f

cap ital; co m p etitio n ; co n tin u in g  accep tan ce

o f th e IH O P , In tern atio n al H o u se o f

P an cak es an d  A p p leb ee’s b ran d s an d

co n cep ts b y  g u ests an d  fran ch isees; th e

C o m p an y ’s o v erall m ark etin g ,

o p eratio n al an d  fin an cial p erfo rm an ce;

eco n o m ic an d  p o litical co n d itio n s;

ad o p tio n  o f n ew , o r ch an g es in ,

acco u n tin g  p o licies an d  p ractices; an d  o th er

facto rs d iscu ssed  fro m  tim e to  tim e in  th e

C o m p an y ’s n ew s releases, p u b lic statem en ts

an d /o r filin g s w ith  th e S ecu rities an d

E x ch an g e C o m m issio n , esp ecially  th e

“R isk  F acto rs” sectio n s o f A n n u al an d

Q u arterly  R ep o rts o n  F o rm s 1 0 -K

an d  1 0 -Q . F o rw ard -lo o k in g

in fo rm atio n  is p ro v id ed  b y

D in eE q u ity , In c. p u rsu an t to  th e safe

h arb o r estab lish ed  u n d er th e P riv ate S ecu rities

L itig atio n  R efo rm  A ct o f 1 9 9 5

an d  sh o u ld  b e ev alu ated  in  th e

co n tex t o f th ese facto rs. In  ad d itio n , th e

C o m p an y  d isclaim s an y  in ten t o r

o b lig atio n  to  u p d ate th ese fo rw ard -

lo o k in g  statem en ts.

 



D etails o f S ale-L easeb ack  T ran sactio n

C o m p leted  Ju n e 2 0 0 8  P ro p erties

·  1 8 1  A p p leb ee’s co m p an y -

o w n ed  restau ran t p ro p erties ·  L ease

o b lig atio n s ex p ected  to  b e assig n ed  to

fran ch isees u p o n  sale o f co m p an y -

o p erated  restau ran ts ·  In itial lease term  o f 2 0  y ears w ith

fo u r 5 -y ear o p tio n s to  ex ten d  ·

S ix  p ro p erties ex clu d ed  fro m  tran sactio n

d u e to  tech n ical reaso n s; an ticip ate sellin g  p ro p erties

in  th e fu tu re P ro ceed s ·

A p p ro x im ately  $ 3 3 7  m illio n

in  g ro ss p ro ceed s ·  A p p ro x im ately

$ 2 9 6  m illio n  in  after-tax  cash  p ro ceed s;

ex clu d es ap p ro x im ately  $ 5  m illio n

in  tran sactio n  co sts ·  F u n d ed  d eb t

red u ctio n  resu lts in  ap p ro x im ate $ 1 2

m illio n  tax  b en efit d u e to  accelerated

reco g n itio n  o f tran sactio n  an d  in terest rate sw ap

co sts ·  A p p ro x im ately  $ 3 0 3

m illio n  in  to tal fu n d ed  d eb t

red u ctio n  m ad e p o ssib le b y  th e sale-leaseb ack

tran sactio n  an d  related  tax  b en efit fro m

fu n d ed  d eb t red u ctio n  In terest

E x p en se ·  A p p ro x im ately  $ 2

m illio n  in itial m o n th ly  in terest ex p en se

asso ciated  w ith  th e lease p ay m en t ex p ected  to  b e

red u ced  o v er tim e w ith  lease o b lig atio n

assig n m en t u p o n  fran ch isin g

co m p an y -o p erated  A p p leb ee’s ·

A n n u al p er restau ran t ren t ex p en se o f

ap p ro x im ately  $ 1 7 3 ,2 0 0  reflects

ap p ro x im ate 7 .5 %  ren t facto r an d  av erag e

u n it v o lu m e o f ap p ro x im ately

$ 2 .3  m illio n

 



S ale-L easeb ack  A cco u n tin g  T reatm en t ·

S ale-leaseb ack  o f A p p leb ee’s co m p an y -

o w n ed  restau ran ts d o es n o t q u alify  as a “sale”

u n d er acco u n tin g  ru les ·

C o m p an y  d eem ed  to  h av e an

o n g o in g  eco n o m ic

in v o lv em en t u n til restau ran ts can  b e

fran ch ised  an d  lease o b lig atio n  can  b e

assig n ed  to  fran ch isees ·  Will b e co n sid ered  a

“fin an cin g  o b lig atio n ” v ersu s cap ital lease

o b lig atio n  ·  In terest ex p en se to  b e

reco g n ized  in  co n so lid ated  co rp o rate in terest

ex p en se lin e item , n o t in  th e R en tal

O p eratio n s seg m en tas p rev io u sly

ex p ected

 



A cco u n tin g  A d ju stm en t

R esu ltin g  fro m  T ran sactio n  •

E v alu atin g  sale-leaseb ack  g ro ss p ro ceed s o f

ap p ro x im ately  $ 3 3 7  m illio n

ag ain st p relim in ary  p u rch ase p rice

acco u n tin g  v alu es o f p ro p erties –

S u ch  ev alu atio n  m ay  resu lt in  an

im p airm en t ch arg e d u rin g  th e seco n d

q u arter 2 0 0 8  • C o m p an y  to

p ro v id e m o re d etail o n  p o ten tial

im p airm en t ch arg e o n  its seco n d  q u arter

2 0 0 8  co n feren ce call cu rren tly  sch ed u led

fo r Ju ly  2 9 , 2 0 0 8

 



P & L  Im p act o f S ale-L easeb ack  • In terest ex p en se

reco g n ized  in  co n so lid ated  co rp o rate in terest

ex p en se lin e item  –  A p p ro x im ately

$ 1 2 .7  m illio n  in  in terest ex p en se

ex p ected  fo r b alan ce o f fiscal 2 0 0 8  –

U p d atin g  C o m p an y ’s cu rren t fiscal

2 0 0 8  co rp o rate in terest ex p en se

g u id an ce to  ap p ro x im ately

$ 2 0 3  m illio n  v s. p rio r ex p ectatio n

o f ap p ro x im ately  $ 1 9 0  m illio n

to  reflect reco g n itio n  o f lease p ay m en t in

co rp o rate in terest ex p en se v s. R en tal O p eratio n s

seg m en t –  D o es n o t tak e in to  acco u n t

refran ch isin g  activ ity  o r ex p en se red u ctio n

related  to  p lan n ed  leaseh o ld  o b lig atio n

assig n m en ts in  fiscal 2 0 0 8

 



C ash  F lo w  an d  B alan ce S h eet Im p act o f

S ale-L easeb ack  • D o  n o t ex p ect m aterial im p act to

cash  flo w  statem en t d u e to  tran sactio n  –  R eiterated  fiscal

2 0 0 8  co n so lid ated  cash  fro m

o p eratio n s g u id an ce o f $ 1 0 5  to

$ 1 1 0  m illio n  –  P rin cip al

p ay m en ts o n  leaseh o ld  o b lig atio n

to  b e cap tu red  u n d er F in an cin g

A ctiv ities –  E x p ect ap p ro x im ately

$ 5 .5  m illio n  red u ctio n  in  restricted  cash  in

lin e w ith  lo w er reserv e b alan ce req u ired  as a resu lt o f th e

red u ctio n  in  co n so lid ated  fu n d ed

d eb t • E x p ect to  ad d  n ew  lin e item  to

b alan ce sh eet to  reflect fin an cin g  o b lig atio n

liab ility  related  to  sale-leaseb ack  –  A p p ro x im ately

$ 3 3 7  m illio n  fin an cin g

o b lig atio n  ad d ed  as a resu lt o f sale-leaseb ack

tran sactio n  –  A p p ro x im ately

$ 3 0 3  m illio n  o f co n so lid ated

fu n d ed  d eb t red u ced  w ith  tran sactio n

p ro ceed s

 



F u n d ed  D eb t R ed u ctio n  • E x p ect

ap p ro x im ately  $ 3 0 3  m illio n  in  to tal

fu n d ed  d eb t red u ctio n  –  T ax

o b lig atio n  fro m  sale-leaseb ack  is ex p ected  to  b e

p artially  o ffset b y  ap p ro x im ate $ 1 2

m illio n  b en efit d u e to  th e accelerated  reco g n itio n

o f fin an cin g  an d  in terest rate sw ap  co sts • L ittle ch an g e

to  co n so lid ated  ad ju sted

d eb t/E MIT D A R  as a resu lt o f sale-leaseb ack  tran sactio n

–  7 .3 x  co n so lid ated  ad ju sted

d eb t/E MIT D A R  p o st sale-leaseb ack  tran sactio n  •

E x p ect to  ex p erien ce “d o u b le d e-

lev erag in g ” effect u p o n  fran ch isin g  o f

co m p an y -o p erated  A p p leb ee’s –

R estau ran t sale after-tax  cash  p ro ceed s allo cated  to

co n so lid ated  fu n d ed  d eb t red u ctio n

–  F u rth er red u ctio n  o f d eb t

o b lig atio n s w ith  assig n m en t o f restau ran t

leaseh o ld  o b lig atio n  to  fran ch isees u p o n  sale

o f co m p an y -o p erated  A p p leb ee’s
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