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IHP: Post Conference Call Wrap

Current Estimates

EPS Estimates (Before SFAS 123)

FY Date  1Q 2Q 3Q 4Q EPS EOY P/E
2004] $0.50 $0.21 $0.38 $0.52 $1.61 26.0x
2005 $0.50 $0.63 $0.62 | $0.50 E| $2.25 E 21.3x
2006| $0.55 E| $0.56 E| $0.63 E| $0.60 E| $2.35E 21.5x

Source: Onboard Consulting Estimates

Highlights

IHOP followed up its initial 2006 Guidance release this morning with more detail in its 1lam EST con-
ference call. As a result of the detail provided, we are lowering our 2006 estimate, ex-SFAS 123, from
$2.91 to $2.35. Dur downward revision is mainly a result of the deferred liability reversal relating to
its notes receivable ($4m-$7m in cash tax outlay), increased G&A expense, and a lower estimated
share buy-back amount.

o [uidance is roughly in-line with our prior estimates (Figure 1). Aside from the adjustments mentioned
above, we also increased our company openings by | store to 4 for 2008, increased capital expendi-
tures to reflect this increase as well as a $2m T expenditure, and increased our SSS estimate by
0.6% from 2.3% to 2.9% to reflect our confidence in a strong first half of 2008 for the company.

o Aside from financial guidance, areas of interest from the conference call include new international
franchising agreements, testing of to-go orders, the introduction of managements interest in growing
the business through acquisition, and some financial information about the company's new prototype.

o In 2008, we are watching out for the result from the IRS investigation, SSS and how promotions are
implemented, franchise margins, the effective tax rate on the notes receivables, and outlook on it
franchisees can continue to close the gap between their sales and the company's test market stores.

o Asaresult of these changes, we are maintaining our price target of $48 and re-affirm our Neutral
Weight rating, as we believe the shares are fully valued at this price (20.9x 200BE EPS) and there are
still uncertainties surrounding the company (such as the result from the IRS investigation).
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IHP: Post Conference Call Wrap

Discussion

Before the market opened today, IHOP released its preliminary 2006
guidance (Figure 1). It followed up the release with a conference call
where it provided additional insight into the company’s outlook for
2006. EPS guidance for the year ($2.35-$2.45 ex-SFAS 123) was
lower than our estimate of $2.51 due to several factors, including a
reversal in deferred taxes related to notes receivable ($4.0m-$7.0m
cash outlay), higher than expected G&A expense related to invest-
ment in IT (approximately $2m), and reduced estimated share buy-
backs (0.7m to 0.4m).

Though the company’s EPS guidance is lower than our expectation,
management maintained its same-store sales guidance of 2.0%-4.0%
and its expected unit growth was near our estimate. Given that other
casual diners have lowered expectations for 2006, we view these re-
sults as positive for the company. As such, we re-affirm our Neutral
Weight rating, as we believe the shares are fully valued at this price
(20.9x 2006 EPS) and there are still uncertainties surrounding the
company (such as the result from the IRS investigation).

Below we provide key numbers from the call (Figure 1) and some
color around them.

Figure 1. Company's 2006 guidance

$ in millions, except EPS

2006 Guidance| Prior Estimate | Current Estimate
EPS (ex-options) $2.35-$2.45 $2.51 $2.35
EPS (w\ options) $2.25-$2.35 $2.36 $2.25
SSS 2.0%-4.0% 2.3% 2.7%
Cash from Ops $55.0-$60.0 $68.6 $64.6
Cash Outlays (1) $24.0 $24.1 $24.0
Capital Expenditures $12.0-$14.0 $10.3 $13.5
G&A (ex-options) $65.0-$67.0 $63.1 $64.1
2| Total 64-69 67 68
'
g Franchised 55-60 58 58
5 FL Licensee 5 6 6
Z|Company 4 3 4

(1) Company defines as cash from principal repayment of the
long-term debt, other long-term debt principal and capital lease
obligations. Our definition is Cash from Financing less planned
dividends, stock buyback and stock options.

Source: The company and Onboard Consulting Estimates
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IHP: Post Conference Call Wrap

Guidance Call Notes

e SSS: Guidance remains status quo, but the company noted that
the first half of the year should have favorable comparisons. The
company expects comparable sales should mainly benefit from
higher average check, and management will continue to work with
franchisees to stress the need for pricing moderation. The recent
gift card rollout, as well as more 24 hour locations, should con-
tribute to sales growth in 2006.

¢ Development: The company still believes that it can meet its
saturation target in America, and surprised us with its planned
franchising of new international markets: Canada and Mexico. In
the U.S., the company believes that it can franchise an additional
250 to 650 units beyond its current commitments, and interna-
tionally, any units that open in 2006 will be incremental to guid-
ance. The company also opened the door for the first time to a
potential future acquisition to provide growth. The company
stressed that any purchase would be non-competitive to IHOP, as
well as being franchise able.

e Segment Guidance: Franchisee operations should benefit from
lower POS subsidies in 2006, as well as franchise renewal fees.
The company stated that about 5 of these fees (of $50,000 each)
will be contributive in 2006, but more of them will be contributive
in the coming years. For rental operations, the company will con-
tinue to retain profitable relationship's between the franchisee and
landlord. The company expects its operated stores to breakeven
and it noted that the financing segment may see some refran-
chised stores that are a result of the company taking back the
unit.

e Cash Flows: The company warned that cash flows may be ad-
versely effect by the pending litigation with the IRS. The company
estimates that will have to pay out around $19.5m (excluding in-
terest, penalties and any state tax liability) should it lose. Simi-
larly, the first principal payment (about $14.0m) on the private
placement notes is due this year. Cash flows will also be reduced
by about $4.0m-$7.0m due to them taxes related to the notes
receivable.

e Other Points to Note:

e The company provided no guidance around its share buy-
backs, but affirmed its $0.25 quarterly dividend.

e Share buy-backs in 4Q05 amounted to 451,000 shares at
an average price of $46.61.

e The company’s new unit prototype will be revealed to fran-
chisees in the next month.
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e Unit economics in the company’s test market suggest a
sales-to-investment ratio of around 1.0.

e The company has begun to test to-go at certain locations.
Based on the results from other companies , this project
could be accretive to SSS if they decide to implement it
nationwide. However, some chains have incurred costs in
setting it up (ex. extra staff, & building improvements)
that may outweigh the benefits for IHOP franchisee's.

e Stock option expense is expected to be between $2.5 mil-
lion and $3.5 million.

¢ Management commented that it has reviewed its capital
structure and believes that the current mix is appropriate
at this time.

Areas of Interest in 2006

e Top Line Growth. We believe in management’s guidance for SSS
growth as the company lapped over a two year 9.8% in 3Q05 and
10.1% in 4Q05 with a 4.5% and 5.3%, respectively. Looking
ahead, we expect this strong performance to be a double-edged
sword in 2006: the company should have strong performance in
1Q06 and 2Q06, as the company has to lap over a two year com-
parison of 7.4% and 4.8% respectively, but will face the tough
comparisons in the back half of the year.

Turning to unit growth, we are waiting to see if the replacement
rate (signed franchisee agreements compared to built units) can
maintain their current levels, as well as the returns on the com-
pany’s test market stores. We estimate that these stores cost
about $2.3m to build, and the company suggested that the sales-
to-investment ratio for them is about 1.0. This level of sales is
about 33% higher than our estimated 2005 franchise store sales,
and we do not believe that franchisees can match this sales vol-
ume. However, we believe that the new model testing in Cincin-
nati can generate sales growth when applied to new franchisee
units.

e Bottom Line Expansion: We have a concern about the valuation
of the firm and its relationship to the ongoing tax situation with
the IRS, as the outcome of the case could move the stock greatly.
We believe that IHOP will defer most of its stock buy-backs until it
gets the situation settled (as the cash may be needed to pay the
IRS), and the outcome of the case could move the stock. Our
model assumes that the reserves set aside are enough to cover
any losses, and the planned stock buy-back for 2006 (in terms of
dollars) occurs.

L-— - Page 4
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In the guidance call, the company believes that franchise margins
should improve in 2006, due to less subsidies, lower levels of re-
leased franchisee’s, and reduced development assistance. In prior
calls, management’s guidance for franchise costs was an increase
at approximately the same rate as sales. So, as the year pro-
gresses, we will watch to see how this expectation plays out.

Similarly, the company expects to pay out increased taxes due to
the reversal of the deferred taxes related to its notes receivable.
We incorporated this effect into our model at a cost of about
$4.8m in 2006 (versus management’s guidance of $4.0m-$7.0m).
Looking ahead, we are very interested to see the effective tax
rate relating to this item, as we estimate that the $3.0m range in
guidance equates to an effective tax rate of approximately 21% to
36%. If the company comes in at the bottom end of guidance, our
estimate could come up about $0.06 per share, compared to a
decrease of $0.14 per share if its effective rate is at the top-end
of the range.

e Other Areas of Interest: We will watch to see how the company
utilizes its promotions in 2006, as it could potentially use them to
smooth SSS growth. For example, we believe that the 2Q05’s pro-
motion (Stuffed Crepes & Sourdough Cheese Grillers ) was unfa-
vorable to 2004’s Stuffed French Toast and Sirloin Round-Up. In
the past, management has stated that breakfast items are better
promotions, so we believe that this year over year promotional
mix was a cause of the slowing SSS growth in that period. In the
back half of 2006, the company faces tougher comparisons, and
could use the reverse of this event (ie. promoting breakfast
items) to bump up SSS if they appear to be slowing.

We note that the company is also working with debt holders to
reduce the covenant restrictions on the company’s stock buy-
backs. It is our belief that the company will be successful, and
eventually announce an increased attainable level of buy-backs
(our model estimates an increase of 1.9m shares).
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IHOP Corp. - Quarterly Earnings Model

(Dollars in millions, except per-share data. Fiscal year ends Dec)

First Quarter Second Quarter Third Quarter Fourth Quarter

3/3172004 3/31/2005 3/31/2006 6/30/2004 6/30/2005 6/30/2006 9/30/2004 9/30/2005 9/30/2006 12/31/2004 12/31/2005 12/31/2006

2004 % Chg. 2005 % Chg. 2006 % Chg 2004 % Chg. 2005 % Chg. 2006 % Chg 2004 %Chg. 2005 % Chg. 2006 % Chg 2004 % Chg 2005 % Chg 2006 % Chg
Revenues
Franchise Revenues 391 15.8% 409  45% 444 85% 372 12% 39.9 7.2% 43.97 10.0% 391 9.3% 43.3 10.7% 4677 7.8% 422 17.5% 464 10.1% 50.7 8.0%
Rental Income 324 14.4% 330  2.0% 33.7  1.9% 324 11.8% 32.8 1.2% 341 39% 324 97% 332 24% 4.0% 345 137% 33.0 (4.4%) 1.2%
Company Restaurant Sales 106 (46.4%) 40 (62.2%) 45 12.6% 8.3 (61.0%) 3.8 (54.2%) 39 3.0% 75 (62.1%) 3.6 (52.4%) 53 47.9% 52 (63.1%) 2.0 (60.8%) 32 57.1%
Financing Revenues 9.8 (19.7%) 7.9 (19.4%) (9.4%) 8.2 (54.9%) 6.4 (22.0%) (9.5%) 7.5 (61.8%) 1.2 49.4% (39.4%) 126 (44.1%) 7.9 (37.3%) (9.5%)
Total Revenues 91.9 (2.2%) 858  (6.6%) 89.7 45% 86.1 (16.6%) 82.9 (3.8%) 87.7 57% 86.5 (17.4%) 91.3 55% 933 22% 94.4 (8.1%) 89.3 (5.4%) 93.8 5.1%
Franchise Expenses 18.3 18.8% 19.5 6.3% 209 1 18.3 14.6% 18.2 (0.6%)" 183 12.3% 20.7 135% 207 247% 230 ¥
Rental Expense 234" 17.2% 247 54% 251 1.9% 237 11.2% 24.3 2.6% 253  3.9% 24.7 10.8% 24.68" 24% 256  4.0% 242 6.4% 252 4.0% 252 0.1%
Company Restaurant Expenses 12.0° (42.8%) 4.8 (59.8%) 45 (6.6%) 8.9 (60.2%) 3.8" (57.6%) 39 35% 8.0 (62.6%) 3.6 (55.7%) 53 485% 58 (65.7%) (27.2%) 32 (24.0%)
Financing Expenses 5.2 (23.7%) 34 (355%) 3.2 (5.8%) 3.7 (625%) 2.8 (24.8%) 26 (7.8%) 3.9 (65.4%) 7.5 91.8% 3.3 (56.8%) 96 (38.4%) 35 (63.0%) 3.3 (6.6%)
Restaurant Operating Profit 33.0 6.9% 335 1.6% 36.0 7.3% 31.5 (6.4%) 338 7.3% 351 3.8% 323 (5.0%) 34.9" 8.0% 374 65% 341 10.3% 334 (21%) 38.7 15.8%
General and Administrative 136 11.2% 156 14.1% 165  6.09 140 36% 12.5 (10.9%) 133 6.0¢ 15.7 235% 14.9 (5.4%) 158  6.0% 165  3.0% 6.5% 186 6.0°
Other Expense, net 1.9 (18.8%) 16 (17.6%) (68.2%) 16 38.1% 1.2 (23.3%) (58.8%) 12 212% 0.8 (35.4%) (34.2%) (08) NM (188.8%) (85.7%)
Facility Action Charges 00 NM 01 NM 00 NM 89 NM 00 NM 00 NM 3.1 109.1% 00 NM 00 NM 10 NM 0.0 (100.0%) 00 NM
Reorganization Charges 0.0 NM 0.0 NM 0.0 NM 0.0 NM 00 NM 0.0 NM 00 NM 00 NM™ 0.0 NM 0.0 NM 0.0 NM 0.0 NM
Depreciation and Amortization % NM @ NM ﬂ NM @ NM Q NM Q NM % NM H NM @ NM % NM @ NM ﬂ NM
Operating Income 175  7.4% 16.3  (6.5%) 19.0 16.3% 7.0 (62.0%) 20.1 187.6% 213 63% 12.3 (34.6%) 19.2 56.4% 208 85% 174 19.9% 152 (13.1%) 20.0 31.9%
Interest Expense 00 NM 00 NM 00 NM 00 NM 00 NM 00 NM 00 NM 00 NM 00 NM 00 NM 00 NM 00 NM
Other Income (Expense), Net  ~ 00 NMm 0.0 M 00 NM 0.0 M 00 NM 00 NM 0.0 NM 00 NM 0.0 N™ 00 NM 0.0 NM 00 NM
Pre-tax Income 175 7.4% 16.3  (6.5%) 19.0 16.3% 7.0 (62.0%) 20.1 187.6% 213 63% 12.3 (34.6%) 19.2 56.4% 20.8 8.5% 174 19.9% 152 (13.1%) 20.0 31.9%
Income Taxes (Benefit) 6.5 7.4% 6.3  (4.4%) 8.5 36.4% 26 (62.0%) 7.4 182.9% 10.8' 46.5% 4.6 (34.5%) 7.2 553% 9.0° 26.1% 7.0° 27.8% 58 (17.4%) 8.9 53.8%
Net Operating Income $109 7.4% $101 _ (7.7%) __ $10.5 3.8% $4.4 (62.0%) $12.7 190.3% $10.5 (17.2%) $7.7_(346%)  $121 57.1% $11.8  (2.0%) $10.5 15.2% $9.4 (10.3%) $11.1_ 18.5%
Non-recurring Y M
Net Income, Reported $10.9 83.0% $101  (7.7%)  $10.5 $4.4 (60.2%) $12.7 190.3% $10.5 $7.7 (305%)  $124 57.1% $11.8 $10.5 19.0% $9.4 $11.1
Earnings Per Share
Continuing Operations $0.50 6.6% $0.50 (1.3%) $0.55 11.3% $0.21 (60.9%) $0.63 NM $0.56 (11.8%) $0.38 (30.1%)  $0.62 64.6% $0.63 2.0% $0.52 23.4% $0.50 (4.6%) $0.60 20.4%
Nonrecurring (Gain) Loss $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Reported (Diluted) $0.50 81.5% $0.50 (1.3%)  $0.55 11.3% $0.21 (59.1%) $0.63 NM $0.56 (11.8%) $0.38 (25.7%)  $0.62 64.6% $0.63  2.0% $0.52 27.4% $0.50 (4.6%) $0.60 20.4%
Basic Shares Outstanding 214 04% 200  (6.6%) 187 (6.6%) 210 (2.6%) 19.8 (5.7%) 186 (6.0%) 202 (6.3%) 19.2 (4.6%) 185 (3.9%) 20.0 (6.6%) 188 (5.9%) 185 (1.6%)
Diluted Shares (Mil.) 216  0.8% 202 (6.5%) 18.8 (6.8%) 211 (26%) 20.0° (5.5%) 187 (6.1%) 20.3 (6.5%) 194 (4.5%) 186 (3.9%) 207 (6.6%) 189 (6.0%) 186 (1.6%)
Margin Analysis (as a percent of sales, except tax rate)
Total Non-company Margin 4229% (0)bp  4196%  (34)bp 4224% 28bp 4128% (119)bp 42.72% 144bp 41.93% (79)bp 41.49% (45)bp 39.72% (177)bp 42.17% 245bp 38.88% 86bp  40.75% 187bp  42.68% 193 bp
Company Store Margin (13.27)  NM (20.57) NM 0.00 NM (7.55) (213) bp 047 NM 0.00 (47)bp (6.95) 146 bp 042 NM 0.00 (42)bp (11.30)  NM (106.74)  NM 0.00 NM
Franchise Rent Margin 27.70 (172) bp 2529 (241)bp 0bp 26.85 38bp 25.83 (102) bp 0bp 25.86 (72) bp 25.89 3bp 0bp 29.86 NM 23.67 NM 83 bp
Franchise Margin 53.24 (118) bp 5243 (81)bp  52.93 50bp 50.83 (321)bp  54.38 355bp 52.61 (177)bp 53.29 (122)bp 5214 (115bp  52.79 65bp 50.79 (282) bp 50.48 (31)bp 53.25 277 bp
Financing Margin 46.85 278 bp 57.47 NM (170) bp 54.95 NM 56.58 162 bp (81) bp 4760 M 3273 NMm NM 2370 M NM (145) bp
Gross Margin 64.09 (307) bp 60.95 (314)bp  59.87 (107)bp 63.43 (399) bp 59.22 NM 59.95 72bp 62.72 NM 61.82 (89) bp 60.22 (160) bp 63.88 NM 62.61 (127) bp 58.77 (384) bp
General & Administrative Expense 14.84 179bp 1813 329bp 1840 26bp 16.30 317 bp 15.09 (121)bp 1513  4bp 1818 NM 16.30 (188)bp  16.91 61bp 17.45 188 bp 19.64 219bp 19.82  18bp
Facility Action Charges, Net 0.00 0bp 0.06 6bp 0.00 (6)bp 1032 NM 0.00 NM 0.00 0bp 355 215bp 0.00 (355) bp 0.00 Obp 1.04 104 bp 0.00 (104) bp 0.00 0bp
Other Expenses 2.07 (42)bp 1.83  (24)bp 0.56 (127) bp 184 73bp 1.46 (37)bp 0.57 (89) bp 1.36  43bp 0.83 (53)bp 0.54 (30) bp (0.83) (121)bp 0.78 162 bp 0.11 (68) bp
Operating Margin 19.00 171bp 19.03 3bp 21147 215bp 811 NM 2422 NM 24.35 13bp 1420 (372)bp  21.05 NM 22.34 129 bp 18.47  NM 16.97 (150) bp 2131 NM
Interest Expense 0.00 0bp 0.00 0bp 0.00 0bp 0.00 Obp 0.00 Obp 0.00 0bp 0.00 O0bp 0.00 0bp 0.00 Obp 0.00 Obp 0.00 0bp 0.00 0bp
Pretax Margin 19.00 171bp 19.03 3bp 21147 215bp 811 NM 2422 NM 24.35 13bp 1420 (372)bp  21.05 NM 22.34 129bp 18.47  NM 16.97 (150) bp 2131 NM
Net Margin 11.87 107 bp 1174  (13)bp  11.66 (8)bp 507 NM 1529 NM 11.97 (332) bp 8.87 (233)bp 1320 NM 12.67 (54) bp 11.09 224 bp 1052 (57)bp 11.87 135bp
Tax Rate 37.50 (0) bp 38.30 80 bp 4493 NM 37.48 (3)bp 36.87 (60)bp 5083 NM 3754 4bp 37.26 (28)bp 43.30° NM 39.96 247bp 38.00 (196) bp 4430° NM

‘ e Source: The company and Onboard Consulting estimates Page 6

Copyright 2006, Onboard Consulting



IHP: Past Conference Call Wrap

IHOP Corp. - Annual Earnings Model

(Dollars in thousands, except per-share data. Fiscal year ends Dec)

52 weeks 52 weeks 52 weeks 53 weeks 52 weeks
2001 % Chg. 2002 %Chg. 2003  %Chg. 2004 “ %Chg. 2005 % Chg. 2006E % Chg. 2007E % Chg. 2008E % Chg. 2009E % Chg. 2010E % Chg. 2011E % Chg.

Revenue Detail

Franchise Revenues 1429 8.0% 1231 (139%) 1401 13.9% 1576 12.5% 170.5" 8.2% 185.0 85% 2014 89% 2158 74% 2304 6.8% 2454 6.5% 260.7 6.2%
Rental Income 658  28.6% 99.6  51.4% 173 17.7% 1318  12.4% 1321 0.2% 135.7 2.7% 139.4 2.7% 1432 2.7% 1471 27% 1511 2.7% 1565.2 2%
Company Restaurant Sales 68.8  (5.5%) 744 8.2% 749  0.6% 316 (57.8%) 134 (57.6%) 169  26.0% 209  23.6% 243 16.4% 262 771% 28.1 7.2% 300  6.9%
Financing Revenues 470 (01%) 688 464% 725 54% 381 (47.5%) 334 (123%) 269 (195%] 230 (145%) 196 (145%) 168 (145%) 144 (145%) 123 (14.5%)
Total Revenues 3244 70% 3659 128% 4048 10.6%  359.0' (11.3%) 3493  (2.7%) 364.5 43% 3847 55% 4029 47% 4205 44% 439.0 44% 458.2 4.4%
Franchise Expenses 483 8.0% 55.1 14.2% 64.3  16.6% 756  17.6% 81.3 7.6% 87.1 7.1% 94.9 8.9% 101.6 71% 108.5 6.8% 115.6 6.5% 122.8 6.2%
Rental Expense 379  36.7% 738  94.9% 858 16.2% 954  11.2% 988"  36% 1012 24% 1060 47% 1110 47% 1162  47% 1217 47% 1274  47%
Company Restaurant Expenses 66.3  (5.4%) 784  18.2% 817  42% 347 (57.5%) 164" (52.9%) 16.9" 3.3% 209" 236% 243  16.4% 262  77% 281 7.3% 300 6.9%
Financing Expenses 311 05% 382 228% 436 142% 224 (48.6%) 172 (232%) 123 (286%) (23.2%) (23.2%) (23.2%) (23.2%) (23.2%)

Restaurant Operating Profit 140.9 85% 1203 (146%) 1294 75% 1309 1.1% 135.6 36% 146.9 83% 1535 45% 158.7 34% 1640 33% 1694 32% 1748 32%
General and Administrative 406  11.3% 495  21.9% 546 10.2% 59.9 9.7% 605 1.0% 641 6.0% 66.7  4.0% 694  4.0% 721 40% 750  4.0% 780  4.0%
Other Expense, net 0.0 54 49 (10.7%) 39 (20.1%) 42 95% 16 (62.3%) 35 118.8% 35 0.0% 35 0.0% 35 00% 35 00%
Facility Action Charges 0.0 0.0 20 129 NM 0.1 (99.6%) 0.0 0.0 0.0 0.0 0.0 0.0

Operating Income 85.4 71% 65.4 (23.5%) 67.9 3.9% 54.2  (20.3%) 708 30.7% 812  147% 83.3 2.6% 85.9 3.1% 884  29% 90.8  2.8% 93.2 2.6%
Interest Expense (21.1)  (3.0%) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other Income (Expense), Net 0.1 (121.7%) 0.0 0.0 00 00 0.0 0.0 00 0.0 0.0 0.0

Pre-tax Income 645 12.2% 65.4 1.4% 67.9 3.9% 542 (20.3%) 708  30.7% 812 147% 83.3 2.6% 85.9 3.1% 884  29% 90.8  2.8% 93.2 2.6%
Income Taxes (Benefit) 242 93% 245  14% 255  39% 207 (18.6%) 266  284%  37.3' 402% 375 07% 382 1.8% 388 17% 394" 16%  40.0' 15%

Net Operating Income $40.3  14.0% $40.8 1.4% $42.5 3.9% $334 (21.3%) $442 323% $43.9 (07%) $45.8 4.2% $47.7 4.2% $49.6 3.9% $51.4 3.7% $53.2 3.5%
Non-recurring $5.7

Net Income, Reported $40.3  14.0% $40.8 1.4% $36.8 (10.0%) $334  (9.1%) $442  323% $439 (07%) $45.8 4.2% $47.7 4.2% $49.6 3.9% $51.4 3.7% $53.2 3.5%
Earnings Per Share
Continuing Operations $1.94 113%  $1.91 (13%) $1.96 26%  $1.61 (18.2%) $2.23 387%  $2.35 52%  $2.50 6.8%  $2.68 6.9% $2.85 66% $3.04 65% $3.18  46%
Nonrecurring (Gain) Loss $0.00 $0.00 $0.26" $0.00
Reported (Diluted) $1.94  113%  $1.91  (13%) $1.70 (11.1%) $1.61 (5.5%) $2.23' 387% $2.35  52% $2.50 68% $2.68 69% $2.85 66% $3.04 65% $3.18  46%
Diluted shrs. (Mil.) 208  25% 213 28% 216 13% 208  (3.8%) (4.6%) 187 (5.6%) 183" (24%) 17.8 (2.5%) 174 (25%) 16.9  (2.6%) 16.7  (1.0%)
Margin Analysis (as a percent of sales, except tax rate)
Total Non-company Margin 54.14% (101) bp 42.65% NM 41.30% (135)bp 40.93%  (37)bp 41.24% 31bp 42.26% 103bp 42.19% (8)bp 41.93% (26)bp 41.60% (33)bp 41.22% (38)bp 40.81% (41)bp
Company Store Margin 360 (15)bp  (5.36) NM  (9.16) (380)bp  (9.94) (78)bp  (22.06) NM 0.00' NM (0.01) (1) bp (0.01) (0)bp (0.01) (0)bp (0.01) (0)bp (0.01) (0)bp
Franchise Rent Margin 4243 (341)bp  25.89 NM 2684 95bp 27.60 76bp 2517 (243)bp  25.38' 21bp  23.95 (143)bp 2249 (146)bp  21.00 (149)bp  19.48 (152)bp  17.93 (155)bp
Franchise Margin 66.21 2bp  55.19 NM  54.14 (105)bp  52.03 (211)bp 5228  26bp 5290° 62bp 5290 (0)bp  52.90 Obp 5290 (0)bp  52.90 Obp 5290 0bp
Financing Margin 33.85 (40)bp  44.50 NM  39.87 NM 4110 124bp 4842 NM  54.25'NM 58.92 NM 63.11 NM 66.88 377bp 70.26 338bp  73.30 304bp
Gross Margin 56.58 (61)bp  67.12 NM  68.03 92bp  63.54 NM 6119 (235)bp  59.69 (150)bp ~ 60.10 41bp 60.60 50 bp 60.99 39bp 6142 43bp 61.86 44bp
General & Administrative Expense 12.52 49bp 1354 102bp 1348 (5)bp 16.68 320bp 17.32 64bp  17.60 28bp 17.34 (26) bp 17.22 (12) bp 17.16 (6) bp 17.09 (6) bp 17.03  (6) bp
Facility Action Charges, Net 0.00 0bp 0.00 0bp 050 50bp 3.60 310bp 0.02 (359) bp 0.00 (2)bp 0.00 0bp 0.00 0bp 0.00 O0bp 0.00 oObp 0.00 0bp
Other Expenses 0.00 0bp 148  148bp 120 (29)bp 108 (12)bp 122 13bp 044 (78)bp 091 47bp 0.87 (4)bp 0.83 (4)bp 0.80 (3)bp 0.76 (3)bp
Operating Margin 26.34 3bp  17.86 NM  16.78 (108)bp  15.09 (169)bp  20.26 NM 2227 201bp 2165 (62)bp  21.32 (33)bp  21.02 (30)bp  20.69 (33)bp  20.35 (35)bp
Interest Expense (651) (67)bp 000 (651)bp 000  Obp 000  Obp 000  0bp 000 Obp 0.00 Obp 0.00 Obp 000 Obp 0.00 0bp 000 0bp
Pretax Margin 1987  92bp  17.86 (201)bp  16.78 (108)bp  15.09 (169)bp  20.26 NM 2227 201bp 2165 (62)bp  21.32 (33)bp  21.02 (30)bp  20.69 (33)bp  20.35 (35)bp
Net Margin 1242 76bp 1116 (125)bp 1049 (68) bp 9.31 (118)bp 1265 334bp 1205 (61)bp 1190 (15)bp  11.84 (6)bp 1179 (5)bp  11.71 (8)bp 11.61 (10) bp
TaxRate 37.50 (100)bp 3750  (0)bp 3750 (0)bp 38.30  80bp 3755 (75 bp 4591 NM 38.00 NM 38.00 0bp  38.00 Obp  38.00 Obp  38.00 0 bp

Source: The company and Onboard Consulting estimates
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IHP: Post Conference Call Wrap

Disclosures

Reg AC, Analyst Certification

I, Kelly C. Peebles, hereby certify that all the views expressed in this review, accurately reflect
my personal views about the subject Company or companies and its, or their, securities. No part
of my compensation was, is, or will be, directly or indirectly, related to the specific recommenda-
tions or views contained in this review.

Regulatory Disclosure

Onboard Consulting, Inc. (Onboard) is an equity research firm providing unbiased analysis for
restaurant and retail companies (Industry Universe). This report is not being produced as part of
the Global Research Settlement. Onboard is a publisher of investment research utilizing the
"sponsored" or "paid-for" compensation model to increase visibility and access for these sector
specific companies. Onboard "clearly and prominently" articulates a statement of financial spon-
sorship and has a compensation arrangement for these research reviews. At this time, we have
not received, and don’t expect to be compensated in the near-term for our coverage of IHOP
Corporation. However, the Independent Research Network (*"IRN”) has retained Onboard Con-
sulting, Inc. to provide equity research coverage for other issuers under a statement of work that
compensates Onboard Consulting, Inc. $20,000 per year for such coverage. While the IRN acts
as a neutral intermediary between Onboard Consulting, Inc. and the issuer, and that Onboard
Consulting, Inc. and the issuer do not contract with each other or negotiate any terms of service
for the provision of such research, the equity research provided by Onboard Consulting, Inc. on
issuers covered by Onboard’s contract with IRN is indirectly paid for by those issuers. Onboard
provides qualitative and financial analyses to identify those companies who may meet, fall short,
or exceed quarterly expectations. Onboard delivers this research and analysis of selected seg-
ments within our Industry Universe via the world-wide web and our proprietary database to the
institutional, advisory and retail investment communities. To maximize transparency in analyst
certification, we are required to disclose any potential conflicts of interest to insure independ-
ence. We do not accept payment of any fees in company stock or any form of security.

Investment Banking Services Are Not Offered or Actualized

Onboard will not have any investment banking relationships with any company to maintain our
independence and objectivity. Onboard is not registered as a securities broker-dealer with the
SEC or with any state securities regulatory agencies. Onboard is registered as an investment ad-
visor with the SEC, but not with any state regulatory agency.

Beneficial Ownership Disclosure

At the time of, or post our initial company report, Onboard does not and will not own any securi-
ties related to companies we provide analysis or develop research products. We do not accept
payment of any fees in company stock or any form of security as any receipt or disposal of any
security under such alternative payment methods will compromise the objectivity and integrity of
any company review or updates produced. We prohibit our analysts, persons reporting to ana-
lysts and members of their households from maintaining any financial interest in the securities of
any company that we provide research. Onboard will not own any securities related to the com-
panies we provide analysis or develop research products.

Analyst Investment Certification and Holdings

Kelly C. Peebles does not and will not own securities related to the companies he provide analysis
or develop research products. Kelly’s name will appear on every research review that he gener-
ates certifying his personal belief about the individual security. Kelly’s compensation is not and
will not be related to any recommendation or price target ranking in researching the equity re-
views produced by Onboard Consulting.

Company Specific Disclosure
The specific risks for those companies covered by Onboard Consulting, Inc. (Onboard) may be
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greater than the general risks involved with common stock. The companies covered by Onboard may not
be profitable at this time, or in the foreseeable future. The companies we cover may rely heavily on eq-
uity financing to fund their continuing operations. If one or more of these companies is/are unable to sell
equity to fund its operations, then that/those particular company/ies may become insolvent. The compa-
nies are subject to commodity, operational and regulatory risks as well. These risks could adversely af-
fect future earnings of each company. The shareholders of each company are reliant on the board of di-
rectors and management to objectively manage the company in a manner that maximizes shareholder
value. The board of directors and management of a particular company may have different objectives or
lack competency to reach the shareholders' goals. A misalignment of corporate governance would put
that particular company at financial risk. These companies are dependent on key employees and are reli-
ant on current management to run each company. If there is a sudden change of management for any
number of reasons, it could affect the future performance of the company. The ability to hire skilled
workers and retain them is necessary for each company's success. The company/ies may also be sued by
other companies or individuals for patent/trademark infringement, health problems, or for any humber of
legal/contractual reasons. Increased competition in a company’s target segment may adversely affect a
particular company's stock price. Companies covered by Onboard may have an increased degree of vola-
tility relative to the overall market. Risk-averse investors, and all other investors, should be aware of the
risks associated with these companies and read all 10-K's and 10-Q's before considering any investment.
Investors are expected to be knowledgeable and competent of these risks themselves, or otherwise,
speak to their investment advisors before purchasing any securities in the market. Onboard does not ac-
cept any liability for whatever actions an investor takes on their own, or with the advice of their invest-
ment advisor after reading Onboard's research reports.

Legal Disclaimer

The information, opinions, scientific data, quantitative and qualitative statements contained in these re-
views have been obtained from research, trade and statistical services as well as other sources believed
to be reliable. The information, opinions, or recommendations contained in these reviews are submitted
solely for advisory and informational purposes. Onboard's opinions and estimates reflect current judg-
ment; they are neither all-inclusive nor can they be guaranteed to be complete or accurate. The opinions
expressed are our current opinions as of the date appearing on the review only. Our analysis is subject to
possible change without notice. This research contains forward looking statements, which involve risk
and uncertainty. The reviews are not a complete analysis of every material fact regarding this company,
industry, or security. The information in these reviews are not intended to be used as the primary basis
of investment decisions, and because of individual or investment objectives it should not be construed as
advice designated to meet the particular investment needs of any investor. Investors are expected to
take full responsibility for any and all of their investment decisions. Investors must make investment de-
cisions based on their evaluation of their own investment goals, risk tolerance, and financial condition.
Onboard Consulting, Inc., our officers, our advisors, and our partners accept no liability whatsoever for
any direct or consequential losses arising from any use of the information obtained on or through our
website. The information in these company reviews is not a representation or warranty and is not a so-
licitation of any offer to buy or sell this security. Further, this Report is not authored, created, sponsored
or endorsed by the Independent Research Network (*IRN"), and the IRN takes no responsibility for the
accuracy, timeliness, completeness or presentation of the content. The IRN makes no representation re-
garding the advisability of investing in any particular security. Nothing contained in this Report should be
construed as investment advice, either on behalf of a particular security or an overall investment strat-
egy by the IRN.

Compensation for Product and Services Disclosures

Onboard Consulting, Inc (Onboard) "clearly and prominently" articulates a statement of financial spon-
sorship and has a compensation arrangement for these research reviews. At this time, we have not re-
ceived, and don’t expect to be compensated in the near-term for our coverage of IHOP Corporation.
However, the Independent Research Network ("IRN”) has retained Onboard Consulting, Inc. to provide
equity research coverage for other issuers under a statement of work that compensates Onboard Con-
sulting, Inc. $20,000 per year for such coverage. While the IRN acts as a neutral intermediary between
Onboard Consulting, Inc. and the issuer, and that Onboard Consulting, Inc. and the issuer do not contract
with each other or negotiate any terms of service for the provision of such research, the equity research
provided by Onboard Consulting, Inc. on issuers covered by Onboard’s contract with IRN is indirectly paid
for by those issuers. Our reviews and reports display statements of our revenue to maximize transpar-
ency standards in analyst certification in each review. Onboard "clearly and prominently" articulates this
statement of financial sponsorship in the Disclosure section (at the end of every report). Onboard dis-
closes potential conflicts of interest insuring objectivity. Onboard and Kelly Peebles will not accept pay-
ment of any fees in company stock or any form of securities under any alternative payment methods that
could compromise the objectivity and integrity of any research report. Onboard delivers this research and
analysis of selected segments within the Industry Universe via the world-wide web, Thomson Financial
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and our proprietary database to the institutional, advisory and retail investment communities.
Investment Suitability

Securities Published in Research Reviews May Not Be Suitable Investments

Some, or all, of the securities discussed in these research reports may be speculative or high risk, and
unsuitable for many investors. Onboard makes no representation as to the suitability of these securities
for individual investors. Further, this Report is not authored, created, sponsored or endorsed by the Inde-
pendent Research Network ("IRN"), and the IRN takes no responsibility for the accuracy, timeliness,
completeness or presentation of the content. The IRN makes no representation regarding the advisability
of investing in any particular security. Nothing contained in this Report should be construed as invest-
ment advice, either on behalf of a particular security or an overall investment strategy by the IRN. Inves-
tors must make their own determination as to the suitability of such investments, based on factors in-
cluding their investment objectives, financial position, liquidity needs, tax status, and level of risk toler-
ance. It is assumed that individuals accessing these research reports possess sufficient investment
knowledge and expertise, either alone or with the assistance of their investment advisors, to make their
own evaluation of the reports and investment decisions.

Research Reviews Are Not Recommendations or Solicitations

These reviews do not represent a recommendation to undertake transactions in the subject securities.
The reviews do not represent an offer to buy or sell a security or a solicitation to do so. Our research
may not be current. Although Onboard intends that its research be useful and believes that, as of the
date of its first publication, it is accurate. However, there is no representation that the information is ac-
curate, complete or current, or that it reflects the current opinion or all information known to Onboard. In
some instances, Onboard may be prohibited by the securities laws from providing updates regarding indi-
vidual company research reviews posted on the site, due to a variety of other reasons.

No Offer of Securities or Investment Services

Onboard’s website has been published for informational purposes only and is not a solicitation or offer of
any security or of any investment service. Onboard intends the information provided at this website to be
useful, however, Onboard does not guarantee that the information at this website is accurate, current or
suitable for any particular purpose. Onboard does not assume any obligation to update information at its
website. All information available at or through this website is provided "as is" without warranty of any
kind, either express or implied. Onboard makes no representations concerning its website and disclaims
all express, implied and statutory warranties of any kind, including warranties of fithess for a particular
purpose, to the fullest extent allowed by applicable law.

Research Coverage Universe

. . 12-month Tar-
Company 1.31.06 Initiation Price get Price
IHOP Corporation (IHOP) $49.17 $47.35 $46

Stock Ranking System

Onboard defines itself as sector specific analysts. As a result, we only follow a humber of restaurant and
retail stocks. Onboard's approach is to initiate and provide research on stocks we personally choose to
cover. Onboard’s stock rankings system is meant to assist clients in making decisions by defining invest-
ment rankings regarding the companies we sponsor in research coverage. All of the rankings correspond
to a specific investment action that Onboard recommends taking on the date the research is published. It
has been our practice to generate an informational company review when we initiate coverage. A Buy
ranking could accompany a price target. These company reviews generally entail that additional informa-
tion about the company that is needed to determine or clarify the companies approach to the growth op-
portunity. Thus, "Buy" rankings are presented only for stocks that we would be actively buying at the
time the research is published. These are stocks that are demonstrating their vision while meeting expec-
tation and are expected to appreciate at least 15% over the next 12 to 18 months. "Neutral" rankings
are presented for stocks that we recommend holding. These are stocks that are making progress strate-
gically and operationally but are not expected to demonstrate significant appreciation in the next 12 to
18 months. "Sell" rankings are assigned to stocks where a Onboard analyst anticipates a stock price de-
cline for any reason. These are stocks that appear not to be able to fulfill or deliver on their disclosed
milestones and are expected to depreciate at least 15% over the next 12 to 18 months. In the event an
analyst's coverage is terminated, there is a requirement that firms notify investors when coverage is
dropped. This notice must include a final ranking or recommendation. The rule specifically calls for notice
to be made in the same manner as when research coverage was first initiated.
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Distribution of Rankings

Ranking Definition

Stocks ranked "Buy" are those stocks Onboard recommend actively buying. These are
BUY stocks that are demonstrating their vision while meeting expectation and should appre-
ciate at least 15% over the next 12 to18 months.

Stocks ranked "Neutral" are those stocks Onboard would continue to hold in a portfolio.
Neutral These are stocks that are making progress strategically and operationally but are not
expected to demonstrate significant appreciation in the next 12 to 18 months.

Stocks ranked "Sell" are those Onboard would sell; these are stocks that appear not to
SELL be able to fulfill or deliver on their disclosed milestones and are expected to depreciate
at least 15% over the next 12 to 18 months.

Distribution of Rankings Breakdown

Buy Neutral |Sell

Companies |0 % 100% 0%

Onboard Equity Research, Inc. (Onboard) has an investment ranking on 1 equity securities in 2005. On-
board uses 3 ratings- Buy, Neutral, and Sell - reflecting expected stock price performance relative to our

analyst's coverage universe with a 12 to 18 month time horizon.

Company Ranking Time Definition
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Research Dissemination

Onboard delivers this research and analysis of its Industry Universe via the world-wide web and our pro-
prietary database to the institutional, advisory and retail investment communities. Onboard's website:
www.onboardconsulting.org is accessible via the internet by professional investment organizations and
individuals resident in different countries in the world. The information presented on our website is pro-

vided only as an aid for informing those who make their own investment decisions and are not to
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be used or considered as an offer to sell or solicitation of an offer to buy any financial products. Clients
may also receive our research via Thomson Financial: FirstCall- Investext. Security laws of these resident
countries vary significantly. This site is intended to be accessed by residents of the United States and by
residents of other jurisdictions only where permitted by law.

Valuation Methodology

Projecting the future valuation of companies is at best an "inexact science" and needs to be understood
in terms of its intent and vulnerabilities. Onboard accepts its responsibility to research and prudently per-
form analysis while incorporating due diligence. The value of estimated company events should not be
quantitatively modeled too early. Projecting "true" value in a developing business with an evolving mar-
ket is very difficult. Manipulation of quantitative data to analyze some companies has a limited. But a
qualitative interpretation could determine definitions of the capacities, capabilities, and the potential of
shareholder value. We recognize the inherent complexities and dearth of predictability linked to this proc-
ess and we also realize the utility of the intangibles. Investors need to have time sensitive qualitative in-
formation and be able to be appraised by the interpretation of this information. We provide our best
qualitative thinking. Onboard integrates information, facts, estimates, and realities and then merges con-
cepts with risks, unknowns and honest interpretation. The valuation narrative is compiled as an informa-
tion thesis. Some companies with minimal and in most cases no revenues should not employ traditional
valuation metrics, such as current P/E ratios, revenue multiples and EBITDA multiples, when attempting
a "real" future valuation of shares. We believe investors should focus on the real issues facing the com-
panies. Most stocks are sensitive to news flows and markets do not always incorporate the value of prod-
ucts into the stock price. Investors should understand the issues that could produce valuation enhance-
ment, or reduction, for companies.

Earnings, Price and Estimates Disclosures

Risks associated with the achievement of investment price targets include, but are not limited to, the
company's failure to achieve an analyst's earnings and revenue estimates. Unforeseen macroeconomic
and/or industry events could adversely impact the company's ability to meet these estimates. Some risks
associated with our Industry Universe include rising commaodity costs, higher than expected labor, utility,
or other operational costs, rising interest rates, a slow down in sales, higher construction costs, changes
in regulation, higher real-estate costs, and unforeseen legal or governmental issues. Discussion of the
risk factors that affect the market price of the company's shares, should be reviewed in the most recent
form 10-Q or 10-K that a company must file with the SEC. Make sure you read and review these disclo-
sures.

Transparency of Analyst's Performance

Under the recent Research Analyst Settlement, Onboard Consulting, Inc. (Onboard) makes publicly avail-
able (downloadable excel format), no later than 60 days after the conclusion of each quarter, the follow-
ing information, in any research report (including any research review or industry sector reviews) pre-
pared and furnished by Onboard and will include; subject company, names(s) of analyst(s) responsible
for certification of the report pursuant to Regulation AC, date of report, rating, price target, period within
which the price target is to be achieved, earnings per share forecast(s) for the current quarter, the next
quarter and the current full year, indicating the period(s) for which such forecast(s) are applicable (e.g.,
1Q06, etc.), and definition/explanation of ratings used by the firm.

Privacy Policy

Onboard Consulting, Inc. (Onboard) is committed to respecting the rights of those individuals viewing or
utilizing this website, and the protection of any information that might be collected or that which you as a
subscriber may choose to share.

Agreement for Accessing this Website

Use of this website indicates your acceptance of the Privacy Policy section of this website, and also indi-
cates your acknowledgement of the information contained within the sections concerning disclosures.
This website, including the Privacy Policy, and the information contained within our multiple Disclosures
may be altered and amended at any time without prior notice. Therefore, your continued use of this web-
site indicates your acceptance of and acknowledgement of the terms of the Privacy Policy, including the
Disclosures Information as updated.

No Offer of Securities or Investment Services
This website has been published for informational purposes only and is not a solicitation or offer of any
security or of any investment service. Onboard intends the information provided at this website to be
useful, however, Onboard does not guarantee that the information at this website is accurate, current or
suitable for any particular purpose. Onboard does not assume any obligation to update information at
this website. All information available at or through this website is provided "as is" without war-
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ranty of any kind, either express or implied. Onboard makes no repre-
sentations concerning this website and disclaims all express, implied and
statutory warranties of any kind, including warranties of fitness for a par-
ticular purpose, to the fullest extent allowed by applicable law.

Research Reviews Are Not Recommendations or Solicitations
These reviews do not represent a recommendation to undertake transac-
tions in the subject securities. The reviews do not represent an offer to
buy or sell a security or a solicitation to do so. Our research may not be
current. Although Onboard intends that its research be useful and be-

For more information, contact lieves that, as of the date of its first publication, it is accurate. However,
us at: there is no representation that the information is accurate, complete or

. . current, or that it reflects the current opinion or all information known to

infoonboardconsulting.org Onboard. In some instances, Onboard may be prohibited by the securi-

ties laws from providing updates regarding individual company research
reviews posted on the site, due to a variety of other reasons.

Disclaimer of Warranty

Onboard makes no representations, warranties or undertakings about the
information contained within the website. In addition, we make no such
representations, warranties or undertaking about any website to which
ours is linked and therefore you review our website at your own risk. You
should note that there may be occasions during which our website be-
comes unavailable, through no fault of our own. There may indeed be
occasions where we take our website offline in order to enhance and up-
date it. We cannot accept any liability for any damages whatsoever aris-
ing to you as a result of your use of our website.

Specific Definition of Limitations of Liability

In no event will Onboard Consulting, Inc. its Affiliates, Officers, Directors,
Contractors, Suppliers, Vendors, Insurers and/or Agents be liable to you
or any other person for any costs, damages arising from any cause re-
sulting from the collection, use, transfer, processing, handling, content
from your use and access of this site.

Trademarks and Copyright
This website and the information contained within are protected by
trademarks and copyright. Reproduction of all or any part of this website

Contact Information:

Kelly Peebles or any information contained within is prohibited except for personal use.
kp@onboardconsulting.org Obtaining Current Disclosures
404-285-7197 Applicable current disclosures can be downloaded from our website, or by

calling the telephone number listed below:
Onboard Consulting, Inc.

404-285-7197
www.onboardconsulting.org
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