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registrant was required to file such reports), and (2) has been subject to such
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Indicate by check mark whether the registrant is a large accelerated filer,
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Indicate by check mark whether the registrant 1is a shell company (as
defined in Rule 12b-2 of the Exchange Act).

Yes [ ] No [X]

There were 28,859,184 shares of the registrant's Class A Common Stock and
63,746,932 shares of the registrant's Class B Common Stock outstanding as of
April 30, 2007.

PART I. FINANCIAL INFORMATION
Item 1. Financial Statements.

TRIARC COMPANIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:
Cash and cash equUivalent S . ...ttt it ittt ittt et ee et e eaaeeeeeeeeaeeaeeeeens
Restricted cash equivalent s . ... ittt ittt ettt teeeeeeeeeeneeeeeeeeaaens
Short-term investments not pledged as collateral...... ..ttt imeeneeeeennnneens
Short-term investments pledged as collateral. ... ...ttt ittt eeeeeeeenneeeens
Investment settlements receivable. . ...ttt ittt ittt ettt eaeeeeeeeeanens
Accounts and notes receivable. . ... ittt e e e e e e e e e e e e e e
B Y o = O
Deferred income tax benef it . .. ..ttt ittt ettt e ettt et eeeeeeeeeeaaean
Prepaid expenses and other current assetS. .. ...ttt ittt ittt eeeneeeeeeeeanens

Total CUILTENt @S SEE S . it ittt it it e e ettt et et ettt aeeeeeeeeeaeeeeeeeenneaeens
B 0 VA S 11D o L e
@ T e
[T T A
Other 1ntangible ASSel S . v i i ittt ittt ittt ettt e et ettt eae e eeeaeeeeeeeanaeaeens
Deferred costs and OLher @SSl S . ..ttt ittt ittt ettt ettt ettt e eaeeeeeeeenaeaaens

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

NOLES PAVAD L. i ittt ittt e ettt e e e e e e e e e e e e et e e et e e
Current portion of long-—term debt . ... ...ttt ittt ettt eeaeeeeeneens
ACCOUNE S PaAVAD L. ittt ittt e ettt e e e e e e e e e e ettt et e
Accrued expenses and other current liabilities........ciiiiiiiiiiiineeeeennnneens
Current liabilities relating to discontinued operations...........iiiiiiiinneeenen.
Deferred compensation payable to related parties........u ittt ittt eeeannnn
Total current l1iabilaties . ittt ittt ettt ittt ettt

@Y o X e e (I LY o )
Deferred compensation payable to related parties. ... ...ttt ittt ettt eenneeeens
D b ot T B 1 o @ 1L

December
2006 (
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Deferred InCOmME LaXE S . i i i ittt ittt ittt ettt e ettt eaeeeeeeeeeaeeeeeeeeeeeeeeeeeenns
Minority interests in consolidated subsidiaries.......c..o.ii ittt tnnnneennn
Other 11abilitdes . ittt it ettt e e e e e ettt e et e e e eaeeeeeeeeeaeaeeeeeanns

Stockholders' equity:

Class A COmMmMON STOCK .ttt ittt ettt ittt ettt ittt
Class B COmMmMON SEOCK . « ittt ittt et e it ettt ettt ittt
Additional paid—in Capital. ...ttt ittt e et et ettt e e
Retailned Earning S . . i ittt ittt ettt e e ettt ee ettt e
Common stock held 1N LreasUry . vttt ittt ettt eeee et eaeeeeeeeeenaenns
Accumulated other comprehensive InCOme. ... ...ttt eeeeeeeeneeeeeeeenns

Total stockholders ' EgUIity ..ottt ittt ittt et et eeaeeaeeneanns

(A) Derived, reclassified and restated from the audited consolidated financial
statements as of December 31, 2006.

See accompanying notes to condensed consolidated financial statements.

TRIARC COMPANIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues:

(In Thousands

S S = T == S 258, 84
Royalties and franchise and related fees ... ..ttt ittt ettt 18, 38
Asset management and related feeS ...ttt e e e e e e e e e e 14,79
292,02

Costs and expenses:
Cost of sales, excluding depreciation and amortization...............ceiiiieeeeo.. 192, 38
Cost of services, excluding depreciation and amortization...............cccioo.... 5,52
Advertising and ProOmMOT IO S . @ v v v ittt ittt et ittt ettt ettt et 20,06
General and administrative, excluding depreciation and amortization............... 60,15
Depreciation and amortization, excluding amortization of deferred financing costs. 13,36
Facilities relocation and corporate restrUCtUrIing. ... . ... iiii ittt itneneeeeeannnn 80
292,28
Operating Profit (LOSS) v v vt vttt ittt e e e e e ettt ae et eeaeeeeeeeenaaaeens (26
B o o N oy o N D g oYY o 1 O (27, 37
Loss on early extinguishments of debt ... ... ittt ettt et e ettt eeaeeeens (12,54
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Investment 1NCOmME, NMET . . it ittt it ittt ettt ettt ettt et eeteeeeeeeeeeeeeeeeeneeeneenns 20,95
Gain (loss) on sale of unconsolidated bUSINESS . .. vttt ittt ittt ittt et ettt ettt teeeeennn 2,25
Other INCOME, NMEL . it it ittt it et e et ettt ettt ettt eeeteeeeeeeeeeaeeeeeeneeaeeenenan 1,73

Income (loss) from continuing operations before income taxes and

g I ool I e I o B o = i O (15,23

Benefit from (provision fOr) INCOmME LaXES . i i ittt imme et et eeneeeeeeeeeneeeeeeeeneeeeens 5,63
Minority interests in income of consolidated subsidiaries..........oiiiiiiiiiiiiienn (3,09
Income (loss) from continuing operationsS...... ..ttt ittt eeeeeeennneeens (12,69

Loss from discontinued operations, net of income taxes:
LOSS from OPEratdon S . v v ittt ittt e e e e et et e e ettt et e e e (7
LOSS ON AiSPOSAl i ittt ittt ittt et e ettt et e ettt et e -

Loss from discontinued operationsS. ... ..ttt ittt ettt eeeeeeeeeeannens (7

NEet INCOME (105 S) vttt vttt et ettt et e ettt et ettt eeeeeeeeeeeeeeneeenennn S (12,76

Basic and diluted income (loss) from continuing operations and net income (loss)
per share:

Class A COMMON ST OCK « v it ittt ettt et ettt ettt et ettt et ettt ettt eeeaneens S (.1
Class B COMMON ST OCK . v it ittt ittt et e e e e et et et e e e ettt ettt et et et e e e e e (.1
See accompanying notes to condensed consolidated financial statements.
TRIARC COMPANIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
T
Apri
20
Cash flows from continuing operating activities:

Nt INCOME  (LOSS) vt v ittt e et e ettt ettt et et ettt ettt eeeeeeeeeeeeeeeeeeeeeeeeneennns S (12,

Adjustments to reconcile net income (loss) to net cash used in continuing operating

activities:

Operating investment adjustments, net (see DeloW) ... ittt iiii ittt tteeeeeeeeenns (722,
Payment of withholding taxes related to share-based compensation............... (1,
Deferred income tax (benefit) Provision........c ittt titeeeeeeeeeneeeeeeeenns (7,
Unfavorable lease liability recognized. ..... ... ittt teeeeeeeeeneeeeeeeenns (1,
Equity in undistributed earnings of Investees. ... ..ttt ittt tteeeneeeeenns (
Deferred asset management fees recognized. .. ... ...ttt tintneeeeeeneeeeeeeenns (
Depreciation and amortization of properties. ... ...ttt teeeeeeeeeenns 11,
Amortization of other intangible assets and certain other items................ 2,
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Amortization of deferred financing costs and original issue discount...........
Write-off of previously unamortized deferred financing costs.............cc..... 3,
Receipt of deferred vendor incentive, net of amount recognized................. 14,
Minority interests in income of consolidated subsidiaries...............cin... 3,
Share-based compensation ProvVisSion. ... ...ttt ittt ittt ittt tteeeeeeeeenaanns 3,
Straight—1ine rent acCCrUal. .. ...ttt ittt ittt ettt eeeeeeeeeaeeeeeeeeeaneens 1,
Deferred compensation ProvViSion. ...t ittt ittt ittt ettt eaeeeeeeeeeneeeeeeeanns 1,
Loss from discontinued OperationS. ... ..ttt ittt ittt ettt eeneeeeeeeeneeeeeens
(Gain) loss on sale of unconsolidated bDUSINESS . . it ittt it ittt ettt et e e (2,
Charge for common stock issued to induce effective conversions of convertible
010 3w = Y 3,
[ 358 o o ¥ R (
Changes in operating assets and liabilities:
Decrease in accounts and notes receivablesS. .. ...ttt ittt neenennnns 8,
Decrease In InVeNtOrdie S . v vt i ittt it ettt e et ettt et ettt eeetaeeeeeeaeenes 2,
(Increase) decrease in prepaid expenses and other current assets........... 2,
Decrease in accounts payable and accrued expenses and other current
= o B I e (22,
Net cash used in continuing operating activities (A).....coiiiiiinnann.. (711,
Cash flows from continuing investing activities:
Investment activities, nNet (See DeloW) v v it ittt ittt ittt ettt ettt et ettt eeeeeneeaens 779,
Capital exXPenditUre s . @ittt it ettt e e e e e ettt e et e et e e (14,
Cost of business acquisition, less cash acquired.......... ittt neeeeennnnns
Proceeds from dispositions Of asSsets. ...ttt ittt ittt i et ettt 4,
Payments to lessees for leasing rights. ...ttt ittt ittt ettt eeaaanns (
[ 1 o 1 s o 1 (
Net cash provided by continuing investing activities............... .. ... 768,
Cash flows from continuing financing activities:
Dividends Pald o it e e e e et e e e ettt et ettt e e e (20,
Repayments of long-term debt and notes payvable...... ...ttt eennenns (5,
Net contributions from (distributions to) minority interests in consolidated
LSRN o F= T e A =X I 2,
Proceeds from issuance of long-term debt and, in 2006, a note payable............... 4,
Proceeds from exercises 0f sStoCk OpPLionS. ...ttt ittt ettt e e et e 2,
Net cash used in continuing financing activities......... .. ... (16,
Net cash provided by continuing Operations. ... .ttt it ittt ittt ettt eeneeeeeeeanns 40,
Net cash used in discontinued operations:
Operating activitie s . i ittt it ettt e e et e e e e e e e e e et e e e (
B o VYR w5 o Y B W i v il =
(
Net increase in cash and cash equivalents. .. ...ttt ittt ittt ettt enneeeeeeeenns 40,
Cash and cash equivalents at beginning of period....... ...ttt eennneeenns 202,
Cash and cash equivalents at end Of Period. ...ttt ittt ittt ittt ettt eeeaeeaeenns S 243,
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TRIARC COMPANIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

Detail of cash flows related to investments:
Operating investment adjustments, net:
Cost of trading securities purchased. ... ...ttt ittt ittt ettt eaneaaeennn
Proceeds from sales of trading securities and net settlements of trading
Lo T e R T T A2
Net recognized (gains) losses from trading securities, derivatives and short
POSITioNS 1N SEeCULILIES . it ittt ittt et et e e e e et et e et e
Other net recognized gains, net of other than temporary loOSSES.......ueueeeeeeeennn

Investing investment activities, net:

Proceeds from sales and maturities of available-for-sale securities and other

0 0 T = 111 o i
Cost of available-for-sale securities and other investments purchased............
Increase in restricted cash collateralizing securities obligations ..............
Proceeds from securities sold sShort. ... ...ttt ittt et eeeeeeeeeannn
Payments to cover short positions in securities..........iiiiiiiiitiiteeneenennnn
Proceeds from sales of repurchase agreements, nNet..........uiiiiitineeneeeeennn

(A) Net cash used in continuing operating activities for the three months ended
April 2, 2006 reflects the significant net purchases of trading securities
and net settlements of trading derivatives, which were principally funded
by net proceeds from securities sold short and net proceeds from sales of
repurchase agreements. All of these purchases and sales were principally
transacted through an investment fund, Deerfield Opportunities Fund, LLC
(the "Opportunities Fund"), which employed leverage 1in its trading
activities and which, through September 29, 2006, was consolidated in these
condensed consolidated financial statements. Triarc Companies, Inc.
(collectively with its subsidiaries, the "Company") effectively redeemed
its investment in the Opportunities Fund, which in turn had liquidated
substantially all of its investment ©positions, effective September 29,
2006. Accordingly, the Company does not have any cash flows associated with
the Opportunities Fund for the three months ended April 1, 2007. Under
accounting principles generally accepted in the United States of America,
the net purchases of trading securities and the net settlements of trading
derivatives must be reported in continuing operating activities, while the
net proceeds from securities sold short and the net sales of repurchase
agreements are reported in continuing investing activities.
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See accompanying notes to condensed consolidated financial statements.

TRIARC COMPANIES, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
April 1, 2007
(Unaudited)

(1) Basis of Presentation

The accompanying unaudited condensed consolidated financial statements (the
"Financial Statements") of Triarc Companies, Inc. ("Triarc" and, together with
its subsidiaries, the "Company") have been prepared in accordance with Rule
10-01 of Regulation S-X promulgated Dby the Securities and Exchange Commission
(the "SEC") and, therefore, do not include all information and footnotes
necessary for a fair presentation of financial position, results of operations
and cash flows in conformity with accounting principles generally accepted in
the United States of America ("GAAP"). 1In the opinion of the Company, however,
the Financial Statements contain all adjustments, consisting only of normal
recurring adjustments, necessary to present fairly the Company's financial
position, results of operations and cash flows as of and for the three-month
periods set forth in the following paragraph. The results of operations for the
three-month period ended April 1, 2007 are not necessarily indicative of the
results to be expected for the full 2007 fiscal year. In that regard, certain
events and transactions described in Note 13, among other matters, will impact
the results for the full 2007 fiscal year. These Financial Statements should be
read in conjunction with the audited consolidated financial statements and notes
thereto included in the Company's Annual Report on Form 10-K for the fiscal year
ended December 31, 2006 (the "Form 10-K").

The Company reports on a fiscal year basis consisting of 52 or 53 weeks

ending on the Sunday closest to December 31. However, Deerfield & Company LLC
("Deerfield"), in which the Company owns a 63.6% capital interest (see Note 13),
Deerfield Opportunities Fund, LLC (the "Opportunities Fund"), in which the
Company owned a 73.7% capital interest prior to the effective redemption of its
investment on September 29, 2006, and DM Fund, LLC (the "DM Fund"), in which the
Company owned a 67% capital interest prior to the redemption of its investment
on December 31, 2006, report or reported on a calendar year basis ending on

December 31. The Company's first quarter of fiscal 2006 commenced on January 2,
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2006 and ended on April 2, 2006, except that Deerfield, the Opportunities Fund

and DM Fund are included on a calendar quarter basis. The Company's first
quarter of fiscal 2007 commenced on January 1, 2007 and ended on April 1, 2007,
except that Deerfield is included on a calendar quarter basis. The period from

January 2, 2006 to April 2, 2006 is referred to herein as the three-month period
ended April 2, 2006 and the period from January 1, 2007 to April 1, 2007 is
referred to herein as the three-month period ended April 1, 2007. Each quarter
contained 13 weeks. The effect of including Deerfield, the Opportunities Fund
and the DM Fund, as applicable, 1in the Financial Statements on a calendar
quarter basis, instead of the Company's fiscal quarter basis, was not material
to the Company's condensed consolidated financial ©position or results of
operations. All references to quarters and quarter-end(s) herein relate to
fiscal quarters rather than calendar quarters, except with respect to Deerfield,
the Opportunities Fund and DM Fund as disclosed above.

The Company's consolidated financial statements 1include the accounts of
Triarc and its subsidiaries, including the Opportunities Fund through the
Company's effective redemption of its investment on September 29, 2006 and the
DM Fund through the Company's redemption of its investment on December 31, 2006.
The Company no longer consolidates the accounts of the Opportunities Fund and
the DM Fund subsequent to September 29, 2006 and December 31, 2006,
respectively.

Certain amounts included in the accompanying prior dquarter's condensed
consolidated financial statements have been reclassified either to report the
results of operations and cash flows of two restaurants closed during the fourth
quarter of 2006 as discontinued operations (see Note 7) or to conform with the

current quarter's presentation. In addition, the Financial Statements have been
restated, as applicable, for the adoption of FASB Staff Position No. AUG-AIR-1,
"Accounting for Planned Major Maintenance Activities" (see Note 2).

The effect of this restatement, as well as the restatement for the adoption
of FASB 1Interpretation No. 48 "Accounting for Uncertainty in Income Taxes - an
interpretation of FASB Statement No. 109" effective January 1, 2007 (see Note
2), 1is reflected in the following summary of the changes in retained earnings
from December 31, 2006 through April 1, 2007 (in thousands) :

Balance as reported at December 31, 20060 . . ..ttt iiiit ittt tneeeeeeeeneeeeeeeeeneeeeeeeeanens
Cumulative effect of change in accounting for planned major aircraft maintenance activ

Balance as adjusted at December 31, 2000 . . . ittt iiii ettt e eeeeeeeneeeeeeeeeneeeeeeeeanens
Cumulative effect of change in accounting for uncertainty in income taxes.............

Balance as adjusted at January 1, 2007 . ... i ittt ittt ittt te ettt eeeeeeeeeenaeaeeeeeaaean
D LS T 5 o X o

(2) Changes in Accounting Principles

Effective January 1, 2007, the Company adopted the provisions of FASB Staff
Position No. AUG AIR-1, "Accounting for Planned Major Maintenance Activities"
("FSP AIR-1"). As a result, the Company now accounts for scheduled major
aircraft maintenance overhauls in accordance with the direct expensing method
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under which the actual cost of such overhauls is recognized as expense in the
period it is incurred. Previously, the Company accounted for scheduled major
maintenance activities in accordance with the accrue-in-advance method, under
which the estimated cost of such overhauls was recognized as expense in periods
through the scheduled date of the respective overhaul with any difference
between estimated and actual cost recorded in results from operations at the
time of the actual overhaul. In accordance with FSP AIR-1, the Company accounted
for the adoption of the direct expensing method retroactively with the
cumulative effect of the change in accounting method as of January 2, 2006 of
$2,774,000 increasing retained earnings as of that date, which is the beginning
of the earliest period presented. The effect of this adoption on the Company's
accompanying condensed consolidated balance sheet as of December 31, 2006 is to
reverse accruals for aircraft overhaul maintenance aggregating $4,955,000 and
related income tax benefits of $1,784,000, with the net difference of $3,171,000
increasing retained earnings as of that date. The Company's consolidated results
of operations for the three-month period ended April 2, 2006 have been restated
reflecting a decrease in pretax loss of $217,000, or $139,000 net of income
taxes, representing an effect of less than $.01 on loss per share. The $217,000
was reported as a reduction of "General and administrative, excluding
depreciation and amortization" expense in the accompanying condensed
consolidated statement of operations for the three-month period ended April 2,
2006.

Effective January 1, 2007, the Company adopted the provisions of FASB
Interpretation No. 48, "Accounting for Uncertainty in Income Taxes - an
interpretation of FASB Statement No. 109" ("FIN 48"). As a result, the Company
now measures income tax uncertainties in accordance with a two-step process of
evaluating a tax position. The Company first determines if it is more likely
than not that a tax position will be sustained wupon examination based on the
technical merits of the position. A tax position that meets the
more—-likely-than-not recognition threshold is then measured as the largest
amount that has a greater than fifty percent 1likelihood of being realized upon
ultimate settlement. In accordance with this method, as of January 1, 2007 the
Company recognized an increase 1in its reserves for uncertain income tax
positions of $4,820,000 and an increase in its 1liability for interest and
penalties related to uncertain income tax positions of $734,000, both partially
offset by an increase in its deferred income tax benefit of $3,200,000 and a
reduction in the tax related liabilities of discontinued operations of $79,000,
with the net effect of $2,275,000 accounted for as a decrease to the January 1,
2007 balance of retained earnings.

In conjunction with the adoption of FIN 48, the Company recognized $486,000
of interest related to uncertain income tax positions during the three months
ended April 1, 2007 included in "Interest expense" in the accompanying condensed
consolidated statement of operations. The Company has approximately $1,956,000
and $2,442,000 of accrued interest and penalties at January 1, 2007 and April 1,
2007, respectively.

The statute of limitations for examination by the Internal Revenue Services

(the "IRS") of the Company's Federal income tax return for the year ended
December 29, 2002 expired during 2006 and years prior thereto are no longer
subject to examination. The Company's Federal income tax returns for years

subsequent to December 29, 2002 are not currently under examination by the IRS
although some of its state income tax returns are currently under examination.

At January 1, 2007 and April 1, 2007, the Company had $13,157,000 and
$13,625,000, respectively, of reserves for uncertain income tax positions
related to continuing operations, all of which would affect the Company's
effective income tax rate if they were not wutilized. The Company does not
currently anticipate that total reserves for uncertain income tax positions will
significantly change due to the settlement of income tax audits and the
expiration of statute of limitations for examining the Company's income tax
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returns prior to April 2, 2008.

(3) Comprehensive Loss

The following is a summary of the components of comprehensive loss, net of
income taxes and minority interests (in thousands) :

Three M
April 2,
2006
NEet INCOME (LS S) ittt ittt ettt ettt et ettt ettt eeeeeeeeeeeeeeeeeeeeeneenns S (12,766)
Net unrealized gains (losses), including reclassification of prior period
unrealized losses (gains), on available-for-sale securities (see below)...... 1,910
Net unrealized gains (losses) on cash flow hedges (see below).......oiiieeeon.. 1,824
Net change in currency translation adjustment...........cciiiiii i eeeneeennnn 49
(073 (1o Bty o LY o 1 A T o ¥ I S (8,983)
The following is a summary of the components of the net wunrealized gains
(losses) on available-for-sale securities included in other comprehensive loss
(in thousands) :
Three M
April 2,
2006
Unrealized holding gains arising during the period.........c.coiiiiiiiiiennen... S 3,977
Reclassifications of prior period unrealized holding (gains) losses into
NEet 1NCOME OF 108 S . ittt ittt it e e et et et aeeeeee e eaeeeeeeeeeneeeeeeeenneeens 148
Equity in change in unrealized holding gains and losses arising during the
ST ol oY (1,161)
2,964
Income tax (provision) benef it ... ...ttt ittt et ettt (1,078)
Minority interests in change in unrealized holding gains and losses of a
consolidated sUbSIdiary . ittt ittt et e et e ettt e et 24
S 1,910
The following is a summary of the components of the net wunrealized gains
(losses) on cash flow hedges 1included in other comprehensive loss (in
thousands) :
Three M

10
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April 2,
2006
Unrealized holding gains (losses) arising during the period................... S 2,024
Reclassifications of prior period unrealized holding gains into net income
N I = T (88)
Equity in change in unrealized holding gains and losses arising during the
XS ol oY 968
2,904
Income tax (provision) benef it ... ...ttt ittt e ettt (1,080)
S 1,824
(4) Income (Loss) Per Share
Basic income (loss) per share has been computed by dividing the allocated
income or loss for the Company's class A common stock (the "Class A Common
Stock" or "Class A Common Shares") and the Company's class B common stock (the
"Class B Common Stock" or "Class B Common Shares") Dby the weighted average
number of shares of each class. Both factors are presented in the tables below.

The net loss for the three-month period ended April 2, 2006 was allocated
equally among each share of Class A Common Stock and Class B Common Stock,
resulting 1in the same loss per share for each <c¢lass. Net 1income for the
three-month period ended April 1, 2007 was allocated between the Class A Common
Stock and Class B Common Stock based on the actual dividend payment ratio.

Diluted loss per share for the three-month period ended April 2, 2006 was
the same as basic loss per share for each share of the Class A Common Stock and
Class B Common Stock since the Company reported a loss from continuing
operations and, therefore, the effect of all potentially dilutive securities on
the loss from continuing operations per share would have been antidilutive.
Diluted income per share for the three-month period ended April 1, 2007 has been
computed by dividing the allocated income for the Class A Common Stock and Class
B Common Stock by the weighted average number of shares of each class plus the
potential common share effects on each class of (1) dilutive stock options and
nonvested Class B Common Shares which vest over three vyears (the "Nonvested
Shares"), Dboth computed using the treasury stock method, and (2) contingently
issuable performance-based restricted shares of Class A Common Stock and Class B
Common Stock (the "Restricted Shares") for which vesting is dependent upon the
Company's Class B Common Stock meeting certain market price targets and that
would have been issuable based on the market price of the Company's Class B
Common Stock as of April 1, 2007, Dboth as presented in the table below. The
shares used to calculate diluted income per share exclude any effect of the
Company's 5% convertible notes due 2023 (the "Convertible Notes") which would
have been antidilutive since the after-tax interest on the Convertible Notes per
share of Class A Common Stock and Class B Common Stock obtainable on conversion
exceeds the reported basic income from continuing operations per share. The
basic and diluted 1loss from discontinued operations per share for the
three-month periods ended April 2, 2006 and April 1, 2007 was less than $.01
and, therefore, such effect 1is not ©presented on the face of the condensed
consolidated statements of operations. In addition, the reported diluted and
basic income per share are the same for each respective <class of common stock
for the three-month period ended April 1, 2007 since the difference is less than
$.01.

11
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During the three months ended April 2, 2006, $165,776,000 of the
Convertible Notes were effectively converted into 4,144,000 and 8,289,000 shares
of the Company's Class A Common Stock and Class B Common Stock, respectively, as
disclosed in Note 6. The weighted average effect of these shares is included in
all income or loss per share calculations presented from the dates of their
issuance.

The only Company securities as of April 1, 2007 that could dilute basic
income per share for periods subsequent to April 1, 2007 are (1) outstanding
stock options which can be exercised into 462,000 shares and 4,139,000 shares of
the Company's Class A Common Stock and Class B Common Stock, respectively, (2)
67,000 Nonvested Shares of the Company's Class B Common Stock, (3) 50,000 and
243,000 contingently issuable Restricted Shares of the Company's Class A Common
Stock and Class B Common Stock, respectively, and (4) $2,100,000 of remaining
Convertible Notes which are convertible into 52,000 shares and 105,000 shares of
the Company's Class A Common Stock and Class B Common Stock, respectively.

Income (loss) per share has been computed by allocating the income or loss
as follows (in thousands) :

Class A Common Stock:

ContinuUing OpPeration s . @ittt it ettt e e e e et ettt et e e
Discontinued Operations . ..ttt ittt ettt et ettt aee e

Net INCOME (108 S ) v ittt ittt ittt et ettt et ettt ettt ettt te ettt seseneneas

Class B Common Stock:

ContinuUing OpPeration s . @i ittt it et et e e e e e et e et e et
Discontinued Operation s . . ..ttt ittt et ettt ettt aee e

Net INCOME (108 S ) v ittt ittt ettt et ettt et ettt ettt ettt te ettt seeeaeneas

The number of shares used to calculate basic and diluted income (loss) per
share were as follows (in thousands) :

Class A Common Stock:

Basic weighted average shares outstanding..........c.o. ittt iinnneneeennnnns
Dilutive effect 0f stock OPLIONS. ...ttt ittt ettt et eeeeeeeennn
Contingently issuable Restricted Shares..........i it eennnennns

D G Yo Y o = B =
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Class B Common Stock:

Basic weighted average shares outstanding. ........ ittt iimin et eeneeeeeeeenns 56,
Dilutive effect 0f StoCk OPLIONS. .. ittt ittt it e ittt e ettt ee e et aaeeeeenen
Contingently issuable Restricted Shares...... ..ottt ttteeeeeeeeennenns
Dilutive effect of Nonvested Shares...... ..ttt ittt ttneeeeeeeeneeeeenns

LI N ol =Y =0 o = ot = =TS 56,
(5) Facilities Relocation and Corporate Restructuring
The facilities relocation charges for the three-month periods ended April
2, 2006 and April 1, 2007 incurred and recognized by the restaurant business
segment of $803,000 and $403,000, respectively, principally related to the
Company combining 1its existing restaurant operations with those of the RTM
Restaurant Group ("RTM"), following the acquisition of RTM in July 2005,
including relocating the corporate office of the restaurant group from Ft.
Lauderdale, Florida to new offices in Atlanta, Georgia. The Company incurred and
recognized additional facilities relocation and corporate restructuring charges
during the remainder of fiscal 2006 as described in more detail in Note 18 to
the consolidated financial statements contained in the Form 10-K.
The components of the facilities relocation and corporate restructuring
charges and an analysis of activity in the facilities relocation and corporate
restructuring accrual during the three-month periods ended April 2, 2006 and
April 1, 2007 are as follows (in thousands) :
Three Months Ended
April 2, 2006
Balance
January 1, Oth
2006 Provision Payments Adjust
Restaurant Business Segment:
Cash obligations:
Severance and retention incentive compensation...$ 3,812 S 803 S (1,547) $
Employee relocation costs.......coiiiiiiiinnnnn.. 1,544 - (568)
Office relocation CoOStS. ittt it ittt i i e 260 —— (40)
Lease termination CoStsS.... vttt 774 - (135)
Total restaurant business segment............. 6,390 803 (2,290)
General Corporate:
Cash obligations:
Lease termination COStS. . vttt it ittt iieneennnn 1,535 —— (243) (1
$ 7,925 $ 803 $ (2,533) $ (1

Three Months Ended
April 1, 2007
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Balance Balan
December 31, April
2006 Provision (a) Payments 200
Restaurant Business Segment:
Cash obligations:
Severance and retention incentive compensation...$ 340 S -— S (117) $ 2
Employee relocation costs......c.cuiiiiiiiinnnnn.. 134 403 (2) 5
Office relocation COStES. ittt ittt ittt e e i e 45 —= (8)
Lease termination CcosStsS. ...ttt ittt iiiienn. 302 —— (132) 1
821 403 (259) 9
Non-cash charges (b):
Compensation expense from modified
SEtOCK aWwardsS. . v ittt ittt e e e e e - - -
Loss on fixed a@sselsS. .ttt ne e eenneneens - - -
Total restaurant business segment......... 821 403 (259) 9
General Corporate:
Cash obligations:
Lease termination costS.......cuiiiiiiinnnnnn.. - - -
$ 821 $ 403 S (259) s 9
(a) Reflects change in estimate of total cost to be incurred.
(b) During the three-month period ended April 2, 2006, the Company did not
incur any non-cash facilities relocation and corporate restructuring

charges.

As discussed in ©Note 13, we expect to incur additional facilities
relocation and corporate restructuring charges during the remaining nine months
of 2007 as a result of the Company's decision to close its New York headquarters
and combine its corporate operations with its restaurant operations in Atlanta,
Georgia and entering into contractual settlements with the Chairman and Chief
Executive Officer and the President and Chief Operating Officer of the Company
(the "Executives"), and the termination of senior officers and others. Although
the Company has not yet finalized the amount of charges it will incur under
existing employment agreements and severance arrangements, the Company currently
estimates such costs to be $50,214,000 with respect to the Company's Chairman
and Chief Executive Officer, $25,107,000 with respect to the to the Company's
President and Chief Operating Officer and approximately $15,000,000 with respect
to other senior members of the Company's New York-based management team. There
will be additional facilities relocation and corporate restructuring charges,
the amount of which has not yet been determined.

(6) Loss on Early Extinguishments of Debt

In February 2006, an aggregate of $165,776,000 principal amount of the
Company's Convertible Notes were effectively converted into an aggregate of
4,144,000 Class A Common Shares and 8,289,000 Class B Common Shares (the
"Convertible Notes Conversion") . In order to induce such effective conversion,
the Company paid negotiated inducement premiums aggregating $8,694,000 to the
converting noteholders consisting of cash of $4,975,000 and 226,000 Class B
Common Shares with an aggregate fair value of $3,719,000 based on the closing
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market price of the Company's Class B Common Stock on the dates of the effective
conversions in lieu of cash to certain of those noteholders. In connection with
the Convertible Notes Conversion, the Company recorded a loss on early
extinguishments of debt of $12,544,000 in the three-month period ended April 2,
2006 consisting of the premiums aggregating $8,694,000 and the write-off of
$3,850,000 of related previously unamortized deferred financing costs.

(7) Discontinued Operations

During the fourth quarter of 2006, the Company closed two restaurants (the
"Restaurant Discontinued Operations") which were opened in 2005 and 2006, and
which were reported within the Company's restaurant segment. These two
restaurants have been accounted for as discontinued operations in 2006 through
their respective dates of closing since (1) their results of operations and cash
flows have been eliminated from the Company's ongoing operations as a result of
the <closings and (2) the Company does not have any significant continuing
involvement 1in the operations of the restaurants after their «closings. The
accompanying condensed consolidated statements of operations and cash flows have
been reclassified to report the results of operations and cash flows of the two
closed restaurants as discontinued operations for the three-month period ended
April 2, 2006.

Prior to 2006 the Company sold (1) the stock of the companies comprising
the Company's former premium Dbeverage and soft drink concentrate Dbusiness
segments (collectively, the "Beverage Discontinued Operations") and (2) the
stock or the principal assets of the companies comprising the former utility and
municipal services and refrigeration business segments (the "SEPSCO Discontinued
Operations"). The Beverage and SEPSCO Discontinued Operations have also been
accounted for as discontinued operations by the Company.

During the three months ended April 1, 2007, the Company recorded
additional loss on disposal of the Restaurant Discontinued Operations relating
to finalizing the leasing arrangements for the two closed restaurants.

The loss from discontinued operations consisted of the following (in
thousands) :

Three M
April 2,
2006

NEl SOl S . ittt ittt e ettt ettt ettt e e e e eeaaeeeeseeeeeeaaaeeeeeeeeeenaaneeeeeeeenns $ 117
Loss from operations before benefit from income taxes..........oiiiiiiennnn.. (127)
Benefit from 1NnCOmME LaXe S . ..t i ittt ittt eeeeeeeeeeaeeeeeeeeneeeeens 51
(76)

Loss on disposal of business before benefit from income taxes................ -
Benefit from 1NnCOmME LaXe S . ..t i ittt ittt eeeeeeeeeeeaeeeeeeeeneeeeens -
$ (76)
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Certain of the Company's state income tax returns that relate to
discontinued operations are currently under examination. The Company has
received notices of proposed tax adjustments aggregating $6,352,000 in
connection with certain of these state income tax returns. However, the Company
has disputed these notices.

Current liabilities remaining to be liquidated relating to the discontinued

operations result from certain obligations not transferred to the respective
buyers and consisted of the following (in thousands) :

December 31,

2006
Accrued expenses, including accrued income taxes, of the Beverage
Discontinued OperationS . .« .. vttt ittt ittt et ettt eeeeeeeeeeeeeeeeeeeeanenn $ 8,496
Liabilities relating to the SEPSCO Discontinued Operations................o... 556
Liabilities relating to the Restaurant Discontinued Operations............... 202
$ 9,254
The Company expects that the 1liquidation of these remaining liabilities
associated with all of these discontinued operations as of April 1, 2007 will
not have any material adverse impact on its condensed consolidated financial
position or results of operations. To the extent any estimated amounts included
in the current liabilities relating to discontinued operations are determined to
be in excess of the requirement to liquidate the associated liability, any such
excess will be released at that time as a component of gain or loss on disposal
of discontinued operations.
(8) Retirement Benefit Plans
The Company maintains two defined benefit plans, the benefits under which
were frozen in 1992 and for which the Company has 