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Item 5.   Other Events and Regulation FD Disclosure
 
 
On January 12, 2004 IHOP Corp. issued a press release announcing its 2004 performance guidance. A copy of the press release is attached as Exhibit 99.1,
and incorporated herein by reference.
 
Also on January 12, 2004, IHOP Corp. held a conference call to discuss its 2004 performance guidance. A copy of the 2004 guidance call script is attached as
Exhibit 99.2, and incorporated herein by reference.
 
The 2004 guidance call script accompanying management's discussion during the conference call include references to the non-GAAP financial measure
“cash flow.”  The Company defines “cash flow” for a given period as cash provided by operating activities for such period, plus principal receipts from notes
and equipment contract receivable, less repayment of long-term debt principal and capital lease obligations less capital expenditures for such period. 
Management utilizes cash flow as a measure of operating efficiency to determine the amount of cash remaining for general corporate and strategic purposes. 
Management believes this information is helpful to investors to determine the Company’s cash available for these purposes.  Cash flow for any given period
may be affected by a variety of factors, including but not limited to, changes in assets and liabilities and the timing of purchases and payments.  Cash flow is
a supplemental non-GAAP measure and should not be considered in isolation or as a substitute for measures of performance prepared in accordance with
generally accepted accounting principles.
 
The following table reconciles the Company’s guidance with respect to cash flow for the year ending December 31, 2004, to the Company’s projected cash
provided by operating activities for the year ending December 31, 2004:
 

Year Ending December 31, 2004
(dollars in thousands)

    
Cash flows from operating activities $  50,000   -   $  55,000
Principal receipts from notes and equipment

contract receivable 17,000   -   22,000
Repayment of long-term debt principal and capital

lease obligations (10,000)   -   (10,000)
Capital expenditures (12,000)   -   (12,000)
Cash flow $  45,000   -   $  55,000
 
Exhibits
 
Exhibit
Number Description
   
99.1 Press release of Registrant, dated January 12, 2004.
99.2 2004 Guidance call script for conference call held on January 12, 2004.
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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.
 

IHOP CORP.
Date: January 14, 2004 By:   /s/ MARK D. WEISBERGER

Mark D. Weisberger
Vice President, Legal, Secretary and General Counsel
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Exhibit
Number Description
   
99.1 Press release of Registrant, dated January 12, 2004.
   
99.2 2004 Guidance Call Script for conference call held on January 12, 2004.
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Exhibit 99.1
 
FOR IMMEDIATE RELEASE
 

Contacts
Tom Conforti

Chief Financial Officer
IHOP Corp.

818-240-6055

Stacy Roughan
Director, Investor Relations

IHOP Corp.
818-543-4138

 
IHOP CORP. PROVIDES 2004 PERFORMANCE GUIDANCE

 
Company Reports 6.0% and 4.8% Comparable Store Sales Increases for the

Fourth Quarter 2003 and Fiscal Year 2003, Respectively
 
GLENDALE, Calif., January 12, 2004 —  IHOP Corp. (NYSE: IHP) today announced that it currently expects earnings per diluted share for 2004 to fall
within the range of $1.65 to $1.75.  Additionally, IHOP previewed its comparable store sales results for the Company’s fourth quarter and fiscal year ended
December 31, 2003.  IHOP’s comparable store sales increased 6.0% for the fourth quarter 2003.  For the 12 months ended December 31, 2003, comparable
store sales increased 4.8%.
 
Julia A. Stewart, IHOP’s President and Chief Executive Officer, said, “We are very pleased to finish 2003 with a strong comp-store sales performance.  This is
a tribute to the business decisions we made in 2003, the positive momentum those decisions created within our system, and our franchisees’ and employees’
commitment to becoming number one in family dining.  In 2004, we will continue to rely upon the business strategies that drove our performance in 2003, as
well as introduce new and complimentary initiatives in the areas of Development, Marketing, Operations, Training and Research and Development.”
 
2004 Guidance Assumptions
 
IHOP’s 2004 earnings per diluted share performance expectations are based on, among other things, the following assumptions:
 
•                   System-wide sales in the range of $1.8 billion to $1.9 billion.  This increase in system-wide sales reflects, in part, the benefit of a 53rd week in fiscal

2004.
 
•                   The addition of 40 to 55 new restaurants to the IHOP system in 2004, comprised of approximately 30 to 40 new franchise developed restaurants,

approximately 5 to 10 IHOP developed restaurants, and approximately five restaurants developed by the Company’s area licensee in Florida.
 
•                   The majority of new restaurant openings are expected to take place during the second half of 2004.
 

450 N. Brand Boulevard • 7th Floor • Glendale, CA 91203-2306 • Phone: (818) 240-6055 • Fax: (818) 637-3030
 



 
•                   Modest growth in SG&A, ranging between $52 million to $57 million in 2004.
 
2004 Cash Flow Guidance
 
One of the benefits of IHOP’s 2003 business model change was increasing the Company’s cash flow.  The following reflects anticipated cash generation and
cash commitments in 2004:
 
•                   Cash from operations to range between $50 million and $55 million, and principal receipts from notes and equipment contracts receivable to range

between $17 million and $22 million.  These two combined sources of cash are expected to generate between $67 million and $77 million in 2004.
 
•                   Cash commitments include $10 million for the repayment of long-term debt principal and capital lease obligations.
 
•                   2004 capital expenditures of approximately $12 million, of which $3 million is associated with Company developed restaurants originally scheduled to

open in 2003.  The remaining $9 million will be used for developing new restaurants in IHOP’s new Company-operated market, Cincinnati, and building
an Information Technology infrastructure.

 
2004 Guidance Conference Call
 
IHOP will host an investor conference call to discuss its 2004 performance guidance today, Monday, January 12, 2004 at 12:00 p.m. ET (9:00 a.m. PT).  To
participate on the call, please dial 800-884-5695 and reference pass code 19013898.  A live webcast of call can be accessed on the Investor Relations section
of IHOP’s Web site at www.ihop.com.  Participants should allow approximately ten minutes prior to the call’s start time to visit the site and download any
streaming media software needed to listen to the webcast.
 
A telephonic replay of the call can be accessed through January 19, 2004 by dialing 617-801-6888 and referencing pass code 89475006.  An online archive
of the webcast will be available approximately two hours following the live call on the Investor Relations section of IHOP’s Web site.
 
About IHOP Corp.
 
The IHOP family restaurant chain has been serving a wide variety of breakfast, lunch and dinner selections for 45 years. Offering more than 16 types of
pancakes, as well as omelettes, breakfast specialties, burgers, sandwiches, chicken and steaks, IHOP’s diverse menu appeals to people of all ages. IHOP
restaurants are operated and franchised by Glendale, California based IHOP Corp.  As of December 31, 2003, the end of IHOP’s 2003 fiscal year, there were
1,165 IHOP restaurants in 48 states and Canada.  IHOP is publicly traded on the NYSE under the symbol “IHP.”  For more information, call the Company’s
headquarters at (818) 240-6055 or visit the Company’s Website located at www.ihop.com.
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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.  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: risks associated with the implementation of the
Company’s new strategic growth plan, the availability of suitable locations and terms of the sites designated for development; legislation and government
regulation including the ability to obtain satisfactory regulatory approvals; conditions beyond IHOP’s control such as weather, natural disasters or acts of war
or terrorism; availability and cost of materials and labor; cost and availability of capital; competition; continuing acceptance of the International House of
Pancakes brand and concepts by guests and franchisees; IHOP’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 IHOP’s filings with the
Securities and Exchange Commission. Forward-looking information is provided by IHOP 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, IHOP disclaims any intent or obligation to update these
forward-looking statements.
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Exhibit 99.2
 

FINAL
 

IHOP Corp.
2004 Guidance Call Script

 
Operator Introduction
 

Good day ladies and gentlemen, and welcome to IHOP’s 2004 Guidance conference call.  As a reminder today’s conference is being recorded.  We do
ask that you stay on the line for the duration of today’s call, as we will be conducting a question-and-answer session.  Directions on how to participate will be
given at the end of management’s introductory remarks.
 

And now for opening remarks and introductions, I would like to turn the call over to Stacy Roughan, please go ahead.
 
Introductions – Stacy Roughan
 

Good morning and thank you for participating on IHOP’s 2004 Guidance conference call.  Today, with us from management are Julia Stewart,
President and CEO, and Tom Conforti, CFO.

 
Before I turn the call over to management, we want to make you aware that we won’t be able to speak formally to our fourth quarter and fiscal year

2003 results.  As you can well understand, we are in the middle of the year-end close process and wont’ be able to share any information beyond our 2004
guidance. We will be issuing 2003 year end results on

 



 
February 26, and we will send out a formal date and conference call announcement tomorrow.

 
I would also like to remind you that today’s conference call contains forward-looking statements.  These forward-looking statements include such

words as “may,” “will,” “expect,” “believe,” “plan,” or other similar terminology. 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: risks associated with the implementation of the Company’s new strategic growth plan, the availability of suitable locations and terms of the
sites designated for development; legislation and government regulation including the ability to obtain satisfactory regulatory approvals; conditions beyond
IHOP’s control such as weather, natural disasters or acts of war or terrorism; availability and cost of materials and labor; cost and availability of capital;
competition; continuing acceptance of the International House of Pancakes brand and concepts by guests and franchisees; IHOP’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 IHOP’s filings with the Securities and Exchange Commission. Forward-looking information is provided by IHOP
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, IHOP disclaims any intent or obligation to update these forward-looking statements.
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Now, I’d like to turn the call over to Julia Stewart.

 
2003 Highlight and 2004 Overview – Julia Stewart
 

Thanks, Stacy and welcome to those participating on today’s call.  We are pleased to kick off the year by sharing our performance expectations for 2004.
 
Last year, we made important strategic decisions about our business.  It was a year of change that began with a fundamental shift in the way we do

business.  In January 2003, we announced our intention to discontinue the development and financing of new restaurants.  Instead, we would rely on
franchisees to develop and finance all new IHOP restaurants.  This was a strategically important decision because it afforded us an opportunity to allocate
more time and resources toward business building activities including Marketing, Operations and Training.  In addition, it positioned IHOP to generate
significant cash flow by eliminating the capital requirements of developing and financing new restaurants each year.

 
The Company then decided to begin paying a regular quarterly dividend of $0.25 [cents] per share.  Concurrently, the Board of Directors increased the

authorization to buy back shares to 2.6 million shares.  We also implemented a corporate reorganization to align our resources with the needs of our changing
business.  These three initiatives were important
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steps for our Company as we positioned IHOP for future success.  In 2003, we began the process of executing against these initiatives and established positive
momentum in our business.  This momentum led to the best annual comp-store sales results our Company has experienced in 10 years.  Fourth quarter 2003
comp-store sales increased 6.0% — which was the strongest quarterly comp-store performance for the year.  And, for the full year 2003, comp-store sales
increased 4.8%.  This is a tribute to the decisions we made and reflects the commitment of our franchisees and employees to IHOP’s vision of becoming
number one in family dining.

 
Looking ahead, we expect to build on our successes from 2003.  As I’ve said to many of you, it’s steady as she goes at IHOP.  In fact, the theme for this

year’s National Franchise Convention in September is “Delivering the Promise.”  For me, this means superior execution of our business strategy.  Let me walk
you through our plans for 2004.

 
We expect to build on our development success by continuing to sign Multi-Store and Single-Store Development Agreements with existing and new

franchisees.  Rick Celio, our Vice President of Franchise Development, is providing franchising and development leadership and now has additional
resources and staffing to drive this effort.  Additionally, we have strengthened our recruiting strategy to help us attract franchisees that possess the financial
and operational ability to develop and finance IHOP restaurants.  We will be pursuing franchisees in target markets that represent our largest franchise
opportunities in 2004.  Our development progress is a critical success factor as we fully transition to our new model.
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We will continue our “Come hungry. Leave happy.” advertising campaign with the addition of a third period of network advertising in 2004.  Building

upon the strength of our breakfast offerings, we will look to promote our lunch and dinner day parts as represents our greatest sales opportunity.  Limited time
offers unique to IHOP will continue in 2004 to drive increased traffic throughout our system.  These product promotions will of course include new breakfast
offerings, but you will also see an increased focus on lunch and dinner promotions.

 
Last week, we announced the appointment of John Koch as Vice President of Product, Menu and Purchasing.  With John’s appointment, we’ve added

strong management leadership to drive our R&D efforts.  John and his team will also be working on core menu changes to enhance existing items, introduce
new products and streamline IHOP’s overall menu.  Through these initiatives, we expect to build credibility with consumers so they think of IHOP not only
for breakfast, but at lunch and dinner as well.

 
Operationally, franchisees have embraced IHOP’s mystery shop program, which has introduced an increased level of accountability within our franchise

community.  We will use this successful approach to continue to elevate the operational standards of our system.  In Training, we will take the opportunity
not only to train on product promotions, but to instill a hospitality focus with our restaurant personnel.  Hospitality has been
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identified by our mystery shop program as an area where we could meaningfully improve our guests’ perceptions of IHOP.
 

As you may recall, during our reorganization, we established the separate management of Company-operated and franchised restaurants.  This move
allows us to more effectively improve the performance of Company-operated restaurants so that we can refranchise them in an accelerated manner.  In
addition, we intend to create a dedicated Company restaurant market in Cincinnati, where we plan to develop 15 to 20 restaurants over the next three years. 
A dedicated Company market will allow us to develop and hone “best in class” operational initiatives and training programs, and test new products and
Marketing programs for use in our franchise restaurants throughout the country.

 
We have changed the focus of our field consultants to a greater business partner role with our franchisees and separated the standards enforcement

function they previously performed.  Now, a dedicated group will perform operational audits while our field consultants will focus on driving franchisee
performance.  We expect to see the benefit of this value-added focus during 2004.

 
Another initiative we are working on is a new remodel and prototype package which we expect to complete by mid-year.   The results of this initiative

will be seen in late 2004 and in 2005.
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We are also committed to investing in our Information Technology infrastructure.   During 2004, we will implement technology solutions for the

Restaurant Support Center and our franchisees, which are designed to gain access to data and enable Corporate to better support the goal of improved unit
level performance.

 
For IHOP, 2004 is all about execution, but at a much higher level.  That involves remaining close to the strategies that drove our performance last year

and introducing new and complimentary initiatives in 2004 that further support our vision of becoming number one in family dining.  I’ve mentioned some
of them already and they include improved franchise recruiting, additional network advertising, an increased emphasis on lunch and dinner, core menu
redesign, hospitality training, value-added franchisee consulting and the build out of our Cincinnati Company market. The management team and I firmly
believe that our long term success lies in our commitment to and execution of these business strategies.

 
What this means to our financial performance, I’ll cover briefly and then turn the call over to Tom Conforti.  In 2004, we expect earnings per share to be

in the range of $1.65 to $1.75, which is consistent with the guidance we’ve provided for 2003.  This assumes that system-wide sales will be in the range of
$1.8 billion [dollars] to $1.9 billion [dollars], reflecting the benefit of a 53rd week in 2004.
 
Looking at development, we ended 2003 with 56 restaurants developed by IHOP, 13 developed by franchisees and five by our Florida area licensee.
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In 2004, we expect to add 40 to 55 new restaurants to our system.  We expect our franchisees to develop approximately 30 to 40 new restaurants.  IHOP Corp.
will develop approximately 5 to 10 new restaurants, which includes the hold over of four restaurants from 2003 and our old business model, as well as the
addition of Company-operated restaurants in Cincinnati.  And, we expect our area licensee in Florida to develop approximately five restaurants in 2004.  In
terms of timing, we expect restaurant development to be back loaded, with the majority of openings occurring in the second half of 2004.
 

Now, I’d like to turn the call over to Tom Conforti, our CFO, to provide more detail on our 2004 guidance and performance assumptions.
 
2004 Guidance and Performance Assumptions – Tom Conforti
 

Thanks, Julia.  Turning to our bottom line performance expectations, as Julia said, we expect earnings per share to be in the range of $1.65 to $1.75,
which is consistent with previous EPS guidance for 2004 of being flat to slightly down from 2003’s range of $1.65 to $1.75.  This EPS guidance takes into
account several assumptions, which I want to walk you through to help you better understand underlying business factors and impact of our new operating
model in 2004.

 
Before commenting about our reporting segments, let me take a brief moment to explain the effect that the aggressive refranchising of Company-

operated restaurants in the fourth quarter 2003 has on our financial
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statements in 2004.  Through our proactive refranchising efforts, in the fourth quarter 2003, we decreased the number of Company-operated units from 68 to
44.  This was done for both strategic and financial reasons.  Ours is a franchising business, and we would rather see restaurants in the hands of strong franchise
operators.  In addition, from an earnings and cash perspective, the franchising business is preferred.
 

In 2003, as we refranchised these units, we recognized the fee associated with these transactions.  In order to refranchise many of these restaurants, we
set deal terms in a way that made the deals more attractive to franchisees.  In many cases, we lowered the royalty rates.  So, you will see going forward that our
average royalty rate has come down a bit to approximately 4.3 %.  In our rental segment, overall rent profit is increasing because we are being paid rent on
more deals.  However, Rental margin is declining because we accepted lower margins than usual to complete the deals.  In the Financing segment, you will
see an increase in interest income as we financed all of the restaurants we franchised.  However, the interest income from our franchise and equipment notes
will be approximately 10 to fifteen basis points lower as a percentage of franchise retail sales because of concessions we made to complete these deals.  With
substantially fewer Company-operated restaurants, you will see a dramatic reduction of losses in our Company Operations segment.  In addition, because we
have fewer Company-operated restaurants, we’ve been able to decrease SG&A associated with those activities required for the intensive business of restaurant
operations.
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One final point before I get into our financial statements has to do with how the 53rd week affects our performance in 2004.  We work on a weekly

fiscal calendar.  In order to align our fiscal year end to the calendar year, we utilize a 53-week fiscal calendar approximately every six years to account for this
required adjustment.  This produces several effects on our financial results in 2004.  First, we record an additional week of Retail Sales and the revenues
associated with these sales [for Royalty & Pancake Flour].  We also bill and record one additional week of Rental income and income from equipment notes
and franchise fee notes.  However, on the expense side, we do not add any additional rental expense because our leases are paid monthly.  So, this is the
dynamic you have to keep in mind when considering the affect of the 53rd week in 2004.
 

Turning to our segments, in 2004, Franchise Operations segment profit is expected to increase approximately 6%.  This increase is primarily due to
increased sales expected at franchise restaurants from annualized restaurant growth in 2003 and new development in 2004, and increasing sales per unit. 
Franchise Operations reflect our core business going forward and includes revenue from Royalty, Merchandise, Advertising and Core “Franchise” Fee. 
Franchise Operations margin is expected to decline in 2004 primarily due to lower royalty rates from refranchised restaurants and lower franchise fees due to
the decrease in the number of restaurants for which we receive a fee.

 
Rental Operations segment profit is expected to increase approximately 20% in 2004.  This increase is primarily due to an increase
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in the number of rental agreements associated with the refranchising of Company-operated restaurants and the annualized effect of 2003 openings.  Rental
Operations include revenue from operating leases and interest income from direct financing leases.  Rental Operations margin is expected to remain relatively
flat in 2004 because of the benefit of how we account for the 53rd week offsetting the decline in margin from refranchising Company-operated restaurants.

 
Company Operations segment profit is anticipated to improve approximately 50% in 2004.  This increase is largely due to a fewer number of

Company-operated restaurants as a result of our successful refranchising efforts.  Company Operations margin is expected to decline in 2004 as remaining
Company-operated restaurants are weaker performers.

 
Financing Operations segment profit is expected to decrease approximately 45% in 2004.  This decrease is primarily due to the significant reduction

in the number of units for which we will receive an extraordinary development and financing fee.  Financing Operations reflects the financing business we are
exiting.  The two major components of this segment include our development/franchising component of our franchise fee — that amount of the fee greater
than $50,000 — plus the full revenue and cost associated with the equipment and interest on franchise and equipment notes.  As a result of our business
model change, the elimination of this development and financing fee will lead to a margin decline in this segment.  This will be offset by increased interest
income
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received due to the increased number of restaurants developed in 2003 and 2004, and the higher number of refranchised restaurants.

 
SG&A will grow modestly to a range between $52 million to $57 million in 2004.  The $3 million in annual cost savings anticipated as a result of

last year’s reorganization will not take full effect until next year as certain reorganization steps are planned for completion later 2004 and in 2005.
 
That should give you a good sense for what will be happening with earnings in 2004.  I would like to now turn our discussion to cash flow. One of

the expected benefits of our business model change is increasing cash flow.  Let’s first look at the two main sources of cash in our Company. In 2004, we
expect cash from operations to range between $50 million and $55 million.  In addition, principal receipts from notes and equipment contracts receivable
will range between $17 million and $22 million.  These two combined sources of cash will generate between $67 million and $77 million in 2004.

 
Turning to our cash commitments, in 2004, $10 million is committed to the repayment of long-term debt principal and capital lease obligations.  I

want to be clear that this debt repayment is not related to our 2002 private placement.  However, I do want to point out, that starting in 2006 and going until
2012, debt repayment will increase by approximately $15 million annually because of the scheduled pay down of our 2002 private placement during that
period.  Planned capital expenditures in 2004 total
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approximately $12 million, of which $3 million is associated with Company developed restaurants that rolled over into 2004 from 2003’s development
schedule.  The remaining $9 million will be used for developing new restaurants in Cincinnati and building an Information Technology infrastructure. 
Therefore, remaining cash generated during 2004 before dividend payment, share buyback activities and other strategic uses of cash will be between $45
million and $55 million in 2004.

 
Now, I’d like to turn the call back to Julia.
 

Closing Remarks – Julia Stewart
 

Thanks, Tom.  We hope this has been helpful in providing a better understanding of our performance expectations for 2004.  As I said at the beginning of
the call, this year is a year of execution, just at a higher level.  We are single minded in our vision of becoming number one in family dining.  And, our goal is
to become world class in every aspect of our business.  Our long- term success lies in our commitment to and execution of our business strategy… and we are
staying the course for a great 2004.

 
Now, we would be pleased to answer any questions you might have.  Operator?
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