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CKE Restaurants, Inc. Reports Fiscal 2008 Income from Continuing Operations of $35.1 Million, o

$0.57 Per Dilute®hare
2008-03-27

Company Achieves First Year of Positive Unit Growth This Decade, Increasing by a Net 74 Restaurants or 2.5 Percent, !
Positive Company and Franchise, Domestic and International Unit Growth

CKE Restaurants, Inc. (NYSE:CKR) announced today fiscal 2008 fourth quarter and year-end results for the 52-week fis
year ended Jan. 28, 2008.

Full Year Highlights

Same-store sales increased 0.9 percent at Carl’s Jr.(R) and 2.0 percent at Hardee’s(R) company-operated restaurants,
compared to the prior year.

Average unit volumes for the trailing-13 periods increased to $1,493,000 and $954,000 at company-operated Carl’s Jr. a
Hardee’s restaurants, respectively.

Consolidated revenue for the current year was $1.53 billion, a 0.5 percent decrease from the prior year. Company-opera
restaurants revenue for the current year was $1.20 billion, a 1.9 percent decrease from the prior year, reflecting the
refranchising of 136 Hardee's restaurants, offset somewhat by positive same-store sales and eight net new company-op
restaurants opened over the year. Franchised and licensed restaurants and other revenue increased 5.1 percent reflecti
refranchised restaurants and the addition of 66 net new franchised restaurants. The refranchising we accomplished this
and expected franchisee new unit growth are part of a longer term strategy to slowly increase our franchised mix of the
business in order to maximize profitability, cash flow and returns on capital.

Operating income was $88.3 million versus $110.7 million in the prior year. The $22.4 million decrease in operating incol
was primarily attributable to a number of factors.

1) Food and packaging costs increased by 85 basis points (an impact of approximately $10.2 million), primarily due to
substantial cost increases in dairy, wheat, potatoes and oil products.

2) Occupancy and other restaurant operating costs increased by 90 basis points (an impact of approximately $10.8 millic
due primarily to higher depreciation related to our ongoing remodel program at both brands. To date, we have remodelec
Carl’'s Jr. restaurants (38 percent of our company-operated restaurant base) and 82 Hardee’s restaurants (15 percent of
company-operated restaurant base).

3) Payroll and employee benefits increased by 10 basis points (an impact of $1.5 million). Higher direct labor expense m
than offset a reduction in management bonus expense at both brands.

4) General and administrative expenses decreased by $2.9 million during fiscal 2008. The decrease was primarily attribL
to our cost reduction efforts, the impact of our refranchising program, and a reduction in management bonus expense wt
were partially offset by a $3.0 million increase in share-based compensation expense.

5) Facility action charges were $4.1 million favorable to the prior year, due mainly to decreases in charges resulting from
closing of company-operated restaurants and asset impairments.

Income before income taxes and discontinued operations was $59.7 million versus $88.2 million in the prior year. This ye
income before income taxes and discontinued operations decreased as a result of the factors discussed above, as well ¢
$13.3 million increase in interest expense (including an $11.4 million, or approximately $0.11 per diluted share, expense
mark-to-market our interest rate swap agreements), partially offset by a $0.7 million increase in other income, and a deci
of $6.4 million in conversion inducement expense.

Income from continuing operations was $35.1 million, or $0.57 per diluted share, versus $54.2 million, or $0.77 per dilute
share, in the prior year.

Fiscal 2008 net income was $31.1 million, or $0.50 per diluted share, versus $50.2 million, or $0.72 per diluted share, in
prior year.

Restaurant operating costs as a percentage of company-operated restaurants revenue on a consolidated basis increase
basis points to 81.1 percent versus 79.2 percent in the prior year. The increase was primarily due to higher food and
packaging costs (85 basis points) and higher occupancy and other expense (90 basis paints).

The Company repurchased 15,854,519 shares of common stock during the fiscal year at a total cost of $266.6 million.

For the fiscal year ended Jan. 28, 2008, the Company generated earnings before interest, income taxes, depreciation ar
amortization, facility action charges and share-based compensation expense ("Adjusted EBITDA") of $164.9 million, vers
$181.2 million in the prior year.


http://www.hotelnewsresource.com/article31803.html
http://www.hotelnewsresource.com/article31803.html
http://www.hotelnewsresource.com/article31803.html

Fully diluted shares outstanding for the fifty-two weeks ended Jan. 28, 2008, were 62.6 million. The year end share coun
reflects repurchases made throughout the fiscal year. The fully diluted share count for the first quarter of fiscal 2009 is
estimated to be approximately 54.5 million.

Fourth Quarter Highlights

Same-store sales increased 1.4 percent at Carl’s Jr. and 0.4 percent at Hardee’s company-operated restaurants, compa
the prior year quarter.

Consolidated revenue for the current year quarter was $338.1 million, a 3.2 percent decrease from the prior year quarter
Company-operated restaurants revenue for the current year quarter was $259.9 million, a 6.5 percent decrease from the
year quarter, reflecting the refranchising of 136 Hardee’s restaurants, offset somewhat by positive same-store sales and
net new company-operated restaurants opened over the year. Franchised and licensed restaurants and other revenue ir
10.0 percent reflecting the refranchised restaurants and the addition of 66 net new franchised restaurants.

Fourth quarter operating income was $15.5 million versus $16.5 million in the prior year quarter. The $1.0 million decrea:
in operating income was primarily attributable to a number of factors.

1) Consolidated food and packaging costs increased by 60 basis points (an impact of approximately $1.5 million), primatr
due to a 150 basis point increase in food and packaging costs at Hardee’s resulting from substantial price increases in w
and dairy products, which impacted Hardee’s food costs to a much greater degree than Carl’s Jr. because of Hardee’s Iz
breakfast daypart. Food and packaging costs at Carl’s Jr. decreased by 30 basis points due to price increases and lowetr
distribution costs. Food distribution costs decreased because we incurred costs in the prior year quarter to relocate our r
distribution center and simultaneously install a new overall distribution management system and these costs did not recu
the current year period.

2) Occupancy and other restaurant operating costs increased by 90 basis points (an impact of approximately $2.3 millior
due primarily to higher depreciation expense related to our ongoing remodel program.

3) General and administrative expenses decreased by $1.9 million during the fourth quarter. The decrease was primarily
attributable to our ongoing cost reduction efforts, the impact of our refranchising program, and a reduction in manageme
bonus expense, which were partially offset by a $0.2 million increase in share-based compensation expense.

4) Facility action charges were $0.9 million during the fourth quarter, a decrease of $1.7 million from the prior year quarte

Fourth quarter income before income taxes and discontinued operations was $1.0 million versus $12.9 million in the prio
year quarter. This year’'s income before income taxes and discontinued operations decreased as a result of the factors

discussed above, as well as a $11.7 million increase in interest expense (including a $9.5 million, or approximately $0.11
diluted share, expense to mark-to-market our interest rate swap agreements), and a $0.9 million increase in other incom

Fourth quarter income from continuing operations was $0.2 million, or $0.00 per diluted share, versus $12.2 million, or $
per diluted share, in the prior year quarter. Our fourth quarter effective tax rate is substantially higher than our annual
effective tax rate primarily as a result of the impact of recent IRS guidance that became effective during the fourth quarte
our fiscal year.

Fourth quarter net income was $0.1 million, or $0.00 per diluted share and includes a loss from discontinued operations
$0.1 million or $0.00 per diluted share and the $9.5 million, or approximately $0.11 per diluted share, expense to
mark-to-market our interest rate swap agreements. In the prior year quarter, net income was $10.3 million, or $0.15 per
diluted share, and included a loss from discontinued operations of $1.9 million, or $0.03 per diluted share.

Restaurant operating costs as a percentage of company-operated restaurants revenue on a consolidated basis were 81.
percent versus 80.3 percent in the prior year fourth quarter, which represents a 160 basis point increase. The increase w
primarily due to higher occupancy and other expense (90 basis points) and higher food and packaging costs (60 basis p
The increase in the current quarter was less significant than the increase in either of the prior two quarters. The current y
third quarter consolidated restaurant operating costs as a percent of company-operated restaurants revenue were 190 b
points higher than the prior year third quarter.

The Company repurchased 2,655,300 shares of common stock during the quarter at a total cost of $32.9 million.
Fully diluted shares outstanding for the twelve weeks ended Jan. 28, 2008, were 55.9 million.
Executive Commentary

Commenting on the Company’s performance, Andrew F. Puzder, President and Chief Executive Officer, said, "Fiscal 20!
was a difficult year for our economy as a whole. A weak dollar, high energy costs, increased commodity costs and signifi
minimum wage increases impacted our business more than at any other time this decade. In the latter part of the year, w
experienced unusually severe weather conditions in our markets, which negatively impacted sales at both brands. As su
while we are pleased with our success in growing our same-store sales and average unit volumes, we are nonetheless
disappointed with the pressures we experienced this year on our restaurant-level operating costs and our profitability."

"With respect to our top line, we were pleased with our blended same-store sales growth of positive 1.5 percent in a touc
environment over positive blended same-store sales of 4.8 percent last year. We were also very pleased that the Compe
was able to open 121 new restaurants this year, including 23 company-operated restaurants, 48 domestic franchised

restaurants and 50 international franchised restaurants. The net result was a gain of 74 net restaurants, or a 2.5 percent



increase for the system, and the first year of positive net unit growth this decade."

"In addition, our franchisees were able to purchase 136 restaurants from the Company. This is a tribute to the growing
strength of our franchise community as well as a leading indicator of future growth as these franchisees have committed
invest in the restaurants they purchased and to build new restaurants in the markets they acquired. With the sale of thes
to franchisees and with franchise new unit development exceeding Company new unit development, we began to reposi
our franchise mix to more efficiently build out underpenetrated markets while creating a more stable prospective income
stream. We believe new unit growth will accelerate as the Company begins reaping the benefits of the investment it has
and is making in G&A expense, new restaurant development and franchise operations."

"On the cost side this year, we faced severe pressure and we are disappointed that these cost pressures offset the bene
our same-store sales and average unit volume growth leading to a year over year decline in profit. A portion of these cos
pressures were associated with ramping up restaurant development and will naturally decrease as new restaurants com
online and the Company achieves a steady state of unit growth. However, the biggest components of our cost pressures
from commodity cost increases and minimum wage increases. We have addressed these issues in a number of ways inc
price increases during the third and fourth quarters. While it was difficult to take sufficient pricing to offset unprecedentec
increases in both labor and commodity costs, over time and as commodity costs level off or decline, we expect to minimi
eliminate the impact of these increases. In the long term, we believe restaurant-level operating expenses should be able
return on a sustainable basis to levels closer to those the Company achieved in fiscal 2007, when commodity costs were
extremely favorable to the Company."

"One of the Company’s most encouraging aspects is its strong free cash flow generation even during periods of significa
cost pressures as evidenced by the Company’s ability to return more than $280 million to our stockholders over the past
$13.9 million through cash dividends and $266.6 million through share repurchases."

"Finally, we remodeled 200 restaurants during fiscal 2008 and we and our franchisees completed 96 Green Burrito and 4
Red Burrito dual-brand conversions. At the corporate level, we sold La Salsa Fresh Mexican Grill and renewed and exps
our credit facility."

"With respect to our individual brands:
Carl’s Jr.

"Same-store sales at company-operated Carl’s Jr. restaurants increased 0.9 percent during fiscal 2008. On a two-year
cumulative basis, Carl’'s Jr. same- store sales were up 5.8 percent. Revenue at company-operated Carl's Jr. restaurants
increased $4.7 million, or 0.8 percent, from the prior year, due to the increase in same-store sales and new restaurants c
over the past year," continued Puzder. "Over the past year, Carl’s Jr. continued to offer innovative, premium-quality prod
including the introduction of the Teriyaki Burger(TM) and Patty Melt Burger, as well as the successful promotion of the
Buffalo Chicken Sandwich and the relaunch of the Portobello Mushroom Six Dollar Burger(TM). These products were
complemented by the expansion of our Hand-Scooped Ice Cream Shakes & Malts(TM) lineup and new breakfast offering
including the Breakfast Club Sandwich(TM)," said Puzder. "These products, along with our remodels and dual-branding
initiative, raised Carl’s Jr. average unit volume to $1,493,000 - a $53,000 increase over the prior year and an all-time hig

"For fourth quarter, Carl’s Jr. restaurant operating costs at its company- operated restaurants increased by 130 basis poi
over the prior year’s quarter, to 78.6 percent of company-operated restaurants revenue. The increase in operating costs
primarily attributable to higher occupancy and other expense which is mostly due to increased depreciation expense rels
our ongoing remodel program. Higher labor expense was offset by favorable food and packaging costs resulting from pri
increases and a decrease in food distribution costs. Food distribution costs decreased because we incurred costs in the
year quarter to relocate our main distribution center and simultaneously install a new overall distribution management sy
and these costs did not recur in the current year quarter. For the fiscal year, restaurant operating costs at Carl’s Jr. incre
220 basis points, to 78.5 percent of company-operated restaurants revenue. This was the third lowest restaurant operatil
percentage for Carl’s Jr. this decade. Carl’s Jr. generated operating income of $66.8 million in fiscal 2008," said Puzder.

Hardee's

"Same-store sales at company-operated Hardee’s restaurants increased 2.0 percent during fiscal 2008. On a two-year
cumulative basis, Hardee’s same- store sales were up 6.8 percent," added Puzder. "Revenue at company-operated Hart
restaurants decreased $28.3 million, or 4.5 percent, from the prior year. The refranchising of 136 restaurants during the
course of the fiscal year drove this decrease in revenue. Hardee’s maintained its leading breakfast daypart position over
past year through the introduction of the Blueberry Biscuit(TM) and Breakfast Club Sandwich. Hardee’s enhanced its
lunch/dinner lineup by offering the Patty Melt Thickburger(TM) and Hawaiian Chicken Sandwich. Hardee’s average unit
volume increased to $954,000 at fiscal year end, a $38,000, or 4.1 percent, increase over the prior year and a ten year h

"For fourth quarter, Hardee’s restaurant operating costs at its company- operated restaurants increased 280 basis points
the prior year’s quarter, to 85.7 percent of company-operated restaurants revenue. The increase was primarily due to a
basis point increase in food and packaging costs resulting from substantial price increases in wheat and dairy products,
impacted Hardee’s food costs to a much greater degree than Carl’s Jr. due to Hardee’s larger breakfast daypart. Labor ¢
increased by 70 basis points from the prior year quarter mainly due to an increase in minimum wage rates and a favorab
adjustment to workers’ compensation reserves in the prior year quarter that did not recur in the current quarter. In additic
occupancy costs increase by 50 basis points over the prior year’s quarter due to increased depreciation and maintenanc
related to our ongoing remodel program. For the fiscal year, Hardee’s restaurant operating costs at its company-operate
restaurants increased 170 basis points to 83.6 percent of revenue, as compared to the prior fiscal year. This was the sec
lowest restaurant operating cost percentage for Hardee's this decade. Hardee’s generated operating income of $21.2 mi



for the fiscal year."

"We remain very optimistic about the near and long-term opportunities available to both of our major brands, including th
remodeling of our restaurants, the continuation of our dual-branding initiative and the development of new Carl's Jr. and
Hardee’'s restaurants both domestically and internationally. We will continue to focus on the fundamentals within our

restaurants, including offering premium quality, innovative products and 'Six Dollar Service’ coupled with effective cutting
edge advertising. Finally, we will continue to control costs within our restaurants and at the corporate level," Puzder state

Company ReportsPreliminary Period Two Same-Store Sales

"Normally, we issue our same-store sales in conjunction with our earnings results. Because the Company is a large,
accelerated filer, we must file our Form 10-K within the mandatory sixty day window. As such, we do not have final sales
numbers for the period that ended this past Monday. However, we can offer preliminary comments on our period two sal
results.”

"For the four weeks ended Mar. 24, 2008, we estimate our blended same- store sales will increase approximately two pe
on top of a 2.1 percent increase in the prior year period. Sales at both brands were unfavorably impacted by approximate
one percent due to the Easter holiday shift into period two this year versus period three last year,” said Puzder. "Same-s
sales at Carl's Jr. are anticipated to increase roughly six percent, thanks to more seasonable weather and the promotion
Chili Cheese Burger and Chili Cheese Fries. In the prior year period, same-store sales at Carl’s Jr. increased 1.2 percen
Hardee’s same-store sales are anticipated to decrease approximately two and a half percent, due to significant snowfall
beginning of the period and heavy rainfall and flooding at the end of the period in the Midwest and severe weather in the
Southeast. Hardee’s same-store sales increased 2.9 percent in the prior year period,” Puzder concluded.

As of the end of its fiscal fourth quarter on Jan. 28, 2008, CKE Restaurants, Inc., through its subsidiaries, had a total of 2
franchised or company-operated restaurants in 42 states and in 13 countries, including 1,141 Carl’s Jr. restaurants and
Hardee’s restaurants.
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