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Jack in the Box Inc. Reports Third Quarter 2008 Earnings, Updates FY 2008 E&nidgace
2008-08-06

Jack in the Box Inc. (NYSE: JBX) today reported net income of $29.9 million, or 51 cents per diluted share, for the quarte
ended July 6, 2008. This compared to $34.5 million, or 54 cents per diluted share, for the same quarter in 2007, which
included a benefit of approximately 4 cents per diluted share due primarily to an insurance recovery. Diluted per-share
earnings for the first three quarters of fiscal 2008 increased to $1.54 versus $1.44 for the same period in fiscal 2007.

Third quarter financial highlights

Same-store sales at Jack in the Box(R) company restaurants decreased 0.4 percent in the third quarter compared with a
year-ago increase of 7.4 percent. Through the first three quarters of fiscal 2008, same-store sales at Jack in the Box con
restaurants were up 0.4 percent on top of a prior-year increase of 6.4 percent. The year-to-date increase in fiscal 2008 re
price increases of approximately 2.5 percent at company restaurants.

'Our Real Fruit Smoothies, which we began rolling out in April, have been very popular with guests and helped Jack in tr
Box improve upon the 2 percent same-store sales decrease we forecast in mid-May for the quarter,’ said Linda A. Lang,
chairman and chief executive officer. 'Same-store sales on a two-year cumulative basis remained strong and were up 7.
percent at company Jack in the Box restaurants for the third quarter, which improved upon our 6.3 percent two-year
cumulative increase in the second quarter. Although same-store sales in California, Phoenix and Las Vegas remained
negative during the quarter, results were better on both a one-year and two-year cumulative basis as compared to the se
guarter.’

System same-store sales at Qdoba Mexican Grill(R) increased 0.5 percent in the third quarter, within the range forecast
mid-May, on top of a year-ago increase of 5.0 percent. Through the first three quarters of fiscal 2008, system same-store
at Qdoba were up 2.5 percent on top of a prior-year increase of 4.2 percent.

The company’s restaurant operating margin was 16.7 percent of sales in the third quarter of 2008, which was consistent
management’s internal expectations and compared with 17.4 percent in last year's third quarter. The decrease versus th
year-ago margin was attributable to higher costs for food and utilities, which were partially offset by lower labor costs. Fo
and packaging costs were 50 basis points higher than the same quarter last year. Commodity costs continued to run
significantly higher than last year for cheese, eggs and shortening. Beef costs were up approximately 1 percent compare
with the same quarter a year ago. Utilities were 40 basis points higher as compared to last year. Effective labor managel
drove a 30 basis point reduction in labor costs.

The company’s SG&A expense rate in the third quarter was 9.2 percent of revenues compared with 9.1 percent last yeal
the slight increase due primarily to the previously mentioned insurance recovery recognized in the 2007 quarter. Facility
charges were approximately $2.0 million (30 basis points) higher in the third quarter of fiscal 2008 due primarily to the Ja
in the Box re-image program and kitchen enhancement project. Year to date, the company’s SG&A expense rate improv
9.6 percent of revenues from 10.1 percent in fiscal 2007, with the improvement due primarily to lower field and corporate
G&A and the impact of the company’s refranchising strategy. Year to date, facility charges were $3.3 million higher than
the same period a year ago.

Gains on sale of 17 company-operated Jack in the Box restaurants to franchisees totaled $15.2 million in the third quarte
compared with $12.3 million in the year-ago quarter from the sale of 22 restaurants. The refranchised restaurants were &
located in California, which, in general, have higher average unit volumes. Through the first three quarters of the year, th
company has sold 68 Jack in the Box restaurants to franchisees, with gains on sale totaling $43.2 million versus $26.2 it
in gains on sale of 52 company restaurants in the first three quarters of fiscal 2007.

"Through the first three quarters of fiscal 2008, we’ve sold 30 percent more restaurants than a year ago and are on track
our long-term goal to increase the percentage of franchise ownership in the Jack in the Box system to 70-80 percent, wh
should create a business model that is less capital intensive and not as susceptible to cost fluctuations,” Lang said.

Third quarter results and historical data in this news release reflect the impact of a recent accounting change in which th
company will write off a portion of goodwill as company restaurants are sold to franchisees. The change reduced gains ©
sale of restaurants by $391,000 for the third quarter, or less than 1 cent per diluted share, and $1.2 million, or approxima
cent per diluted share for the first three quarters of fiscal 2008. Gains on sale of restaurants for fiscal 2007 were reduced
$356,000 in the third quarter and $798,000 (or approximately 1 cent per diluted share) for the first three quarters of that \
These adjustments are non-cash and had no impact on total cash flows.

The tax rate for the third quarter was 38.9 percent compared with 35.2 percent in the prior year, which represents an img
of approximately 3 cents per diluted share. The higher tax rate was attributable to market performance of insurance
investment products used to fund certain non-qualified retirement plans. Changes in the cash value of the insurance prot
are not deductible or taxable.

Capital expenditures through the first three quarters of fiscal 2008 were $113.0 million compared with $107.0 million for t
same period last year, with the increase due primarily to investment in kitchen enhancements and the Jack in the Box
restaurant re-image program. The kitchen enhancements are expected to increase restaurant capacity for new product
introductions while also reducing utility expense through the use of energy-efficient equipment. The re-image program is
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of the chain’s brand-reinvention initiative and is intended to create a warm and inviting dining experience for Jack in the |
guests.

In the third quarter, the company repurchased 2.1 million shares of its common stock at an average per-share price of $:
for an aggregate cost of approximately $50 million. For the 40-week period ended July 6, the company has repurchased
approximately 3.9 million shares of its common stock at an average per-share price of $25.31 for an aggregate cost of
approximately $100 million. Approximately $100 million remains available for additional repurchases in a three-year
stock-buyback program authorized by the company’s board of directors in November 2007.

Restaurant openings and new market expansion

Seven new company and franchised Jack in the Box restaurants opened in the third quarter compared with 10 last year.
Franchisees continued expanding the Jack in the Box brand into new contiguous markets in Texas during the third quart

Including the addition of a restaurant in the new market of Eugene, Ore., Qdoba opened 18 company and franchised
restaurants in the third quarter, the same as last year.

At July 6, the company’s system total comprised 2,148 Jack in the Box restaurants, including 770 franchised locations, a
438 Qdoba restaurants, including 339 franchised locations.

Third quarter initiatives

Early in the third quarter, Jack in the Box launched a new premium beverage platform - Real Fruit Smoothies. Made with
fruit, Minute Maid(R) fruit juice and nonfat frozen yogurt, Jack’s Real Fruit Smoothies come in three flavors - Strawberry
Banana, Mango and Orange Sunrise. The new beverages are now available systemwide.

In April, Jack in the Box expanded its line of entrée salads by re-introducing the Acapulco Chicken Salad, which features
mix of fresh lettuce topped with shredded pepper jack cheese, grape tomatoes, cucumber slices, red onion and lime wec
served with blue corn tortilla strips and cilantro lime dressing on the side. The salad is served with a choice of chicken -
grilled chicken strips, crispy chicken strips or Spicy Chicken Bites.

Iced Coffees debuted in May at most Jack in the Box restaurants, as the chain expanded its coffee beverage platform. J:
version of the popular drink offers a choice of original, vanilla or caramel flavors. Also in May, Jack in the Box expanded
line of real ice cream shakes by adding a Kona Coffee flavor.

On June 26, Jack in the Box held a systemwide promotion that addressed the impact of rising fuel prices on consumer
spending. For the entire day, guests received two free tacos in exchange for a receipt from a gas station. The event was
popular among guests, increasing traffic at restaurants and prompting trial of other products while generating extensive t
coverage for the chain.

Along with the menu enhancements, the company continues to make progress in its strategic initiative to reinvent the Jal
the Box brand through improvements to guest service and restaurant facilities. During the third quarter, the company anc
franchisees continued re-imaging Jack in the Box restaurants with a comprehensive program that includes a redesign of
dining room and common areas. Finishes include ceramic tile floors, a mix of seating styles ranging from booths and bar
high-top round tables, decorative pendant lighting, graphics and wall collages, music, new paint schemes and landscapit
Through the first three quarters of fiscal 2008, the company and its franchisees re-imaged 250 restaurants, including 12(
restaurants in the third quarter. Since the current re-image program was adopted in 2006, more than 620 company and
franchised Jack in the Box restaurants, representing approximately 29 percent of the system, have been re-imaged. The
Jack in the Box system, including franchised locations, is expected to be re-imaged over the next 3-4 years.

Fourth quarter initiatives

In July, Jack in the Box expanded its value menu offerings with a Nacho Cheese Burger and Nacho Cheese Chicken
Sandwich, which feature a choice of a beef or chicken patty topped with cheddar cheese sauce and spicy, sliced jalapen

'Enhancing our value menu with compelling new products like our Nacho Cheese Burger and Nacho Cheese Chicken
Sandwich is especially important these days as economic pressures impact discretionary consumer spending,’ Lang saic
of the products on our value menu, including the new items, are engineered to provide great value to our guests without
negatively impacting our restaurant margins.’

Also in July, Jack in the Box added a new side item, Cheesy Macaroni Bites, which feature wedges of macaroni noodles
real Kraft(R) cheese enveloped in a crunchy tempura-style coating. Available in either three- or six-piece orders, Cheesy
Macaroni Bites are easy to eat on the go.

Next week, Jack in the Box will expand its line of breakfast products with a new product platform: Breakfast Bowls. Two
versions will initially be offered, both including a blend of hash brown sticks, scrambled eggs, white cheddar cheese saut
shredded cheddar cheese and seasoning, with the Hearty Breakfast Bowl also including bacon and sausage, and the De
Breakfast Bow! including sliced ham, and red and green peppers.

Later this month, Jack in the Box will launch another new product platform when it begins rolling out Pita Snacks. Initially
this new product line will feature three varieties, each featuring a whole grain pita stuffed with shredded cheddar cheese,
shredded lettuce, a smoky chipotle sauce and choice of grilled or crispy chicken fillet, strips of marinated sirloin steak or
fish fillet.



Fiscal 2008 guidance

The following guidance and underlying assumptions reflect the company’s current expectations for the fourth quarter anc
fiscal year ending Sept. 28, 2008, in approximate amounts:

Q4 guidance

Approximately flat same-store sales at Jack in the Box company restaurants on top of a 5.2 percent increase in the year-
quarter.

Flat to 1 percent same-store sales increase at Qdoba system restaurants on top of a 5.8 percent increase in the year-ag
quarter.

Fiscal year 2008 guidance
$2.01-2.05 per diluted share in earnings.

Flat to 1 percent increase in same-store sales at Jack in the Box company restaurants on top of a 6.1 percent increase il
2007.

1 to 2 percent increase in same-store sales at Qdoba system restaurants on top of a 4.6 percent increase in fiscal 2007.
35-45 new Jack in the Box restaurants, including 13-17 franchised locations.
75-85 new Qdoba restaurants, including 55-65 franchised locations.

$55-60 million in gains on the sale of approximately 100 Jack in the Box restaurants to franchisees, with $70-75 million ir
cash flow resulting from the sales.

Approximately 350 re-imaged Jack in the Box restaurants, including approximately 100 franchised locations.

$175-180 million in capital expenditures, including investment costs related to the Jack in the Box restaurant re-image
program and kitchen enhancements.

SG&A expense in the high 9 percent range.

Tax rate of approximately 37 percent.

Long-term goals (3-5 years)

Earnings growth of 12-15 percent per year, with continued focus on improving returns on invested capital.
Same-store sales growth of 2-4 percent annually at Jack in the Box restaurants.

Same-store sales growth of 3-5 percent annually at Qdoba restaurants.

Sale of approximately 110-130 Jack in the Box restaurants to franchisees annually, generating gains of $45-60 million pe
year, with approximately $65-80 million in cash flow resulting from the sales.

Capital expenditures are estimated to decrease by approximately $10-20 million per year until 2010 or 2011 when the
company completes the restaurant re-image program, at which time annual capital expenditures are expected to return t
historical levels of approximately $125 million or less. The company’s long-term outlook for capital expenditures could be
impacted by an increase in Qdoba’s company-operated new restaurant growth.
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