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Jack in the Box Inc. (NASDAQ: JACK), based in San Diego, is a restaurant company that
operates and franchises Jack in the Box® restaurants, one of the nation’s largest hamburger
chains, with more than 2,100 restaurants in I8 states. Additionally, through a wholly owned
subsidiary, the company operates and franchises Qdoba Mexican Grill®, a leader in
fast-casual dining, with more than 450 restaurants in 4l states and the District of Columbia.
The company also operates a proprietary chain of 61 convenience stores called Quick Stuff®,
each built adjacent to a full-size Jack in the Box restaurant and including a major-brand
fuel station. The company has announced plans to sell its Quick Stuff brand.

The company’s fiscal year is 52 or 53 weeks, ending the Sunday closest to September 30.
Fiscal year 2004 includes 53 weeks; all other years include 52 weeks. The selected
financial data reflects Quick Stuff as a discontinued operation for all years presented.
The following selected financial data of Jack in the Box Inc. for each fiscal year was
extracted or derived from our audited financial statements.

Fiscal Year
2008 2007 2006 2005 20040

(In thousands, except per share data)

Total revenues $2,539,561 $2,513,431 $2,381,244 $2,269,477 $2,192,612
Costs of revenues 2,102,467 2,042,781 1,945947 1,871,128 1,805,537

Selling, general and
administrative expenses 287,555 291,745 298,436 272,087 262,809

Gains on sale of company-

operated restaurants (66,349) (38,091)  (40,464) (22,093)  (16,146)
Total operating costs

and expenses 2,323,673 2,296,435 2,203919 2,121,122 2,052,200
Earnings from operations 215,888 216,996 177,325 148,355 140,412
Interest expense, net® 27,428 23,335 12,056 13,389 25,391
Income taxes 70,251 68,982 58,845 45,405 41,850

Earnings from continuing
operations $ 118,209 S 124,679 $ 106424 S 89,561 $ 73,171

Diluted earnings per share
from continuing operations $ 199 § 1.85 § 1.48 § 121§ 0.99

Total assets $1,498,418 $1,374,690 $ 1,513,499 $ 1,332,606 $ 1,320,527
Long-term debt® 516,250 427,516 254,231 290,213 297,092
Stockholders’ equity® 457,111 409,585 706,633 562,085 550,870

(1) Fiscal 2004 includes 53 weeks. All other periods presented include 52 weeks. The additional week in fiscal 2004 added
approximately $0.01 per diluted share to net earnings.

(2) Fiscal 2008 and 2007 reflect higher bank borrowings associated with our revolver and credit facility.

(3) Fiscal year 2007 includes a reduction in stockholders’ equity of $363.4 million related to shares repurchased and retired
during the year.




DEAR FELLOW SHAREHOLDERS,

We’re pleased to report that Jack in the Box Inc. delivered
earnings per share growth of more than 7% in fiscal 2008
despite challenges on several fronts — from the slowing
economy and food cost inflation to tightening credit markets
and a damaging hurricane. Our performance under such diverse
business and operating conditions is a testament to the
strength and flexibility of our long-term strategic plan, which
continues to focus on brand reinvention, expanding franchising,

improving the business model and growth.

2008 Financial Performance — Net earnings for fiscal 2008
totaled $119.3 million, or $2.01 per diluted share, compared with
$125.6 million, or $1.87 per diluted share in fiscal 2007, Fiscal
year 2008 results include a negative impact of approximately

4 10 5 cents for losses and costs related to Hurricane lke.

With the nation’s recessionary economy impacting consumer
spending, same-store sales at Jack in the Box® company
restaurants increased 0.2% in fiscal 2008 on top of a very
strong 6.1% increase in fiscal 2007. The effective price increase
at company restaurants was approximately 2.2% for the year,
less than many in our industry as we believe we should remain
cautious about how aggressively we raise prices due to the
economic pressures that our guests are facing. Our approach
was to focus primarily on improving the cost structure of our
restaurant operations by managing labor and introducing

higher-margin new products while also controlling G&A expenses.

Our focus continues to be on premium products versus deep
value or discounting messages. We have a tiered menu strategy
that is keeping our brand relevant to a wide range of consumers,

including those trading down from other restaurant categories,

as well those whose discretionary spending has been especially
hard hit by the country’s economic problems. We provide variety
on our menu, including innovative products that are not typically
offered in the QSR segment, such as the Real Fruit Smoothies

that we launched in the second quarter and our Breakfast Bowls

and Pita Snacks, which we introduced in the fourth quarter.

As with our Jack in the Box restaurants, Qdoba Mexican Grill®
is also feeling the impact of a difficult economy. Still, system
same-store sales at Qdoba were up 1.6% on top of a fiscal

2007 increase of 4.6%.

Our business continued to be impacted by pressures from
increased commodity costs. In 2008, food and packaging costs
were 150 basis points higher than last year. Beef costs, which
represent our largest single commodity expense, increased by
more than 5%, and higher costs for cheese, shortening and
potato items contributed to a 5.5% increase in overall commodity
costs for the year. For the year, utilities were also approximately
30 basis points higher than in fiscal 2007. These factors
contributed to a 180 basis points decrease in restaurant

operating margin in fiscal 2008 versus fiscal 2007.

Strategic Initiatives — In September, our board of directors
approved the continuation of the company’s strategic plan and

the following four key initiatives comprising that updated plan.

Our first strategic initiative, and certainly the one most apparent
to our guests, is reinventing the Jack in the Box brand to
differentiate Jack in the Box from the competition and deliver

a restaurant experience superior to that typically found in the
QSR segment. Brand reinvention focuses on major improvements

in the following areas:



* Menu innovation. We will continue to differentiate our
Jack in the Box menu and broaden the brand’s consumer
appeal by developing new products and platforms that are
unique to the QSR segment. In fiscal 2008, we rolled out
several new product platforms, including Real Fruit Smoothies
and Breakfast Bowls, and we continued to enhance our menu

with products featuring premium ingredients like sirloin steak.

Enhanced restaurant environment. In 2008, we continued
re-imaging restaurants with a comprehensive program that
includes a complete redesign of the dining room and common
areas. We re-imaged 270 company restaurants during the
year while franchisees re-imaged another 85 locations. With
more than 40% of the Jack in the Box system now reflecting
our updated look, we believe there is an immediate opportunity
to achieve a more cohesive brand image in all of our markets
by completing all exterior elements of our re-image program
by the end of fiscal 2009. These enhancements include new
paint schemes, lighting and landscaping. We remain on track
to complete the interior re-image of all restaurants, including

franchise locations, by the end of fiscal year 20II.

Service improvements. To improve the level and consistency
of guest service, we will continue to focus on increasing
productivity, maximizing retention and leveraging new tech-
nologies to improve speed of service and guest satisfaction
at Jack in the Box. As an example, in 2008 we expanded our
test of self-serve kiosks, which offer guests an alternative
method of ordering inside our restaurants. We plan to install
these kiosks at more locations in 2009 where the frequency
of use is expected to be highest, based on restaurants that

experienced positive results in the test.

Moving on to our next strategic initiative, we plan to continue
expanding franchising to generate higher margins and returns

for the company while creating a business model that is less

capital intensive and not as susceptible to cost fluctuations.
Our long-term goal is to increase the percentage of franchise
ownership to the 70% to 80% range by the end of fiscal year
2013 through acceleration of refranchising and franchisee

development of new restaurants.

In fiscal 2009, we sold 109 company-operated restaurants to
franchisees, with gains on sale totaling $66.3 million. Despite
the tightening of the credit markets, the number of restaurants
sold and the gains on sale exceeded the company’s guidance for
fiscal year 2008. QOver the last three years, we have refranchised
267 restaurants and increased franchise ownership from 25%

to 38% of the system.

Our third major strategic initiative is improving the business
model to improve restaurant profitability and returns as

Jack in the Box transitions to a new business model comprised
of predominantly franchised restaurant locations. Selling our
chain of 61 Quick Stuff convenience stores will further enable
us to maximize the potential of our Jack in the Box and Qdoba
brands. We’ll continue to focus on reducing food, packaging
and labor costs through product design, menu innovation and
operations simplification, as well as pricing optimization. As
the percentage of franchised locations increases, SG&A will

continue to decrease.

Growth is our final major strategic initiative, with our goal to
grow earnings, same-store sales, and other key operating and
financial metrics, as well as expand the Jack in the Box and
Qdoba brands. Both brands will continue to fill in existing
markets, as well as enter new markets. In fiscal 2008, 38
Jack in the Box restaurants opened, including I5 franchised
locations, and 77 new Qdoba restaurants opened, including

56 franchised locations.



Jack in the Box restaurants are currently in only 18 states.
Based on our success in entering new markets with our new
restaurant prototype, we plan to accelerate growth where brand
awareness is high. During the year, our franchisees expanded
Jack in the Box into several new contiguous markets in Texas,
while we opened our first company restaurants in Denver.
Franchisees are expected to continue expanding Jack in the Box
into new contiguous markets in fiscal 2009, with locations
scheduled to open in Colorado, New Mexico and Texas. In
addition, several new markets have been approved for initial
development, or “seeding,” by the company. Our plans are to

refranchise these markets in the future.

Qdoba also expanded into several new markets in fiscal 2008.
And though Qdoba will continue expanding mostly through
franchise investment, we plan to accelerate the pace of

new company restaurant openings to benefit from the high

cash-on-cash returns generated by Qdoba.

Long-term Goals — Looking beyond fiscal 2009, we are
focused on several long-term goals. Assuming that the current
economic downturn does not extend beyond fiscal year 2009,
following are our goals for 2010-2013:
* Earnings growth of 12% to 15% per year, with continued
focus on improving returns on invested capital.
» Same-store sales growth of 2% to 4% annually at
Jack in the Box restaurants.
» Same-store sales growth of 3% to 5% annually at
Qdoba restaurants.
* Increased new unit growth of Jack in the Box restaurants
to approximately 3% to 4% per year systemwide.
* Increased company growth for Qdoba, with 30 to 40 new
locations opening per year, and total system growth of

approximately 75 to 100 units per year.

 Continued refranchising of Jack in the Box restaurants,
with the goal to be 70% to 80% franchised by end of fiscal
year 2013.
Investment Drivers — There are several attributes that we
believe continue to make Jack in the Box Inc. a compelling
investment opportunity. With dual restaurant concepts competing
in different segments of the restaurant industry, we have the
advantage of unique brand positioning with strong awareness
and innovative menu and product-development processes. We
are also making significant progress in evolving our business
model from one that is driven primarily by company-operated
restaurants to predominantly franchise operated. And there
are abundant opportunities to continue expanding our

Jack in the Box and Qdoba brands in new and existing markets.

In Conclusion — My thanks to all of our shareholders for their
continued support in fiscal 2008 and to our employees and
franchisees for their many contributions in a very challenging
economic environment. We couldn’t execute our strategic plan
as effectively as we have without their commitment and dedication.
I'd also like to acknowledge the tremendous strength of the
Jack in the Box brand. Even in tough times our brand remains
compelling to our guests as well as attractive to prospective

franchise operators interested in investing in our business.
Sincerely,
Linda A. Lang

Chairman and Chief Executive Officer
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PART |

ITEM 1. BUSINESS
The Company

Overview. Jack in the Box Inc. (the “Company”), based in San Diego, California, is a restaurant company
that operates and franchises more than 2,600 quick-service and fast-casual restaurants under the brand names Jack
IN THE Box® and Qdoba Mexican Grill®. In fiscal 2008, we generated total revenues from continuing operations of
$2.5 hillion. References to the Company throughout this Annual Report on Form 10-K are made using the first
person notations of “we,” “us’ and “our.”

Jack IN THE Box — The first Jack in THE Box restaurant, which offered only drive-thru service, opened in 1951.
Jack IN THE Box isone of the nation’s largest hamburger chains, and, based on the number of units, is the second or
third largest quick-service hamburger chain in most of our major markets. As of the end of our fiscal year on
September 28, 2008, the Jack IN THE Box system included 2,158 restaurants in 18 states, of which 1,346 were
company-operated and 812 were franchise-operated.

Qdoba Mexican Grill — To supplement our core growth and bal ance the risk associated with growing solely in
the highly competitive hamburger segment of the quick service restaurant (“QSR”) industry, on January 21, 2003,
we acquired Qdoba Restaurant Corporation, operator and franchisor of QdobaMexican Grill, expanding our growth
opportunities into the fast-casual restaurant segment. As of September 28, 2008, the Qdoba system included 454
restaurants in 41 states, as well as the District of Columbia, of which 111 were company-operated and 343 were
franchise-operated.

Discontinued Operations — We also operate a proprietary chain of convenience stores called Quick Stuff®,
with 61 locations, each built adjacent to a full-size Jack N THE Box restaurant and including a major-brand fuel
station. In the fourth quarter of 2008, our Board of Directors approved a plan to sell Quick Stuff to maximize the
potential of the Jack In THE Box and Qdoba brands. Refer to Note 2, Discontinued Operations, in the notes to the
consolidated financial statements for more information.

Srategic Plan. Our Company vision of being a national restaurant company is supported by four key
strategic initiatives: (i) grow Jack IN THE Box and Qdoba Mexican Grill, (ii) reinvent the Jack N THE Box brand,
(iii) expand franchising operations, and (iv) improve the business model.

Srategic Plan — Growth Strategy.  In addition to driving increases in certain key financial metrics, such as
earnings per share and restaurant operating margin, our growth strategy includes increasing same-store sales and
new unit growth at Jack N THE Box and Qdoba concepts.

* Jack IN THE Box GrowtH.  Sales at company-operated Jack N THE Box restaurants open more than one year
(“same-store sales”) increased 0.2% in fiscal 2008. On a two-year cumulative basis, same-store sales were
up 6.3%, primarily due to the progress we have made in reinventing the Jack in THE Box brand. We believe
our success in executing the brand re-invention strategy will continue to drive customer traffic and grow
sales. In fiscal 2008, we opened 23 company-operated restaurants and franchisees opened 15 locations.
Restaurant growth in fiscal 2008 included expansion into Denver, Colorado, and three other new contiguous
markets in Texas. In 2009, we plan to open 40-45 company and franchise-operated restaurants.

» Qdoba Growth. Infiscal 2008, 21 company-operated Qdoba restaurants opened, along with 56 franchised
locations. Our Qdobasystem is primarily franchised, and although our strategy isto continue expanding this
fast-casual subsidiary primarily through franchised growth, we plan to increase the number of new
company-operated locations, primarily due to the attractive returns these restaurants have generated on
our investment. With a substantial number of new restaurantsin the development pipeline and system same-
store sales growth of 1.6% in fiscal 2008 and 6.2% on atwo-year cumulative basis. Qdoba has emerged as a
leader in this segment of the restaurant industry. In 2009, we plan to open 60-80 restaurants, including 30-50
franchised locations.
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Srategic Plan —Brand Reinvention. We believe that reinventing the Jack in THE Box brand by focusing on
the following three initiatives will differentiate us from our competition by offering our guests a better restaurant
experience than typically found in the QSR segment:

e Menu Innovation. We believe that menu innovation and our use of high-quality ingredients will further
differentiate Jack INn THE Box from competitors, strengthen our brand and appea to a broader base of
consumers. In recent years, we have successfully leveraged premium ingredients like sirloin and artisan
breads in launching new products unique to our segment of the restaurant industry. In fiscal 2008, we
developed several new menu items with three new product platformsincluding our real fruit smoothies, pita
snacks and breakfast bowls. Looking ahead, we have numerous products in various stages of ideation,
development and test as we continue to innovate and enhance our menu as a means to further differentiate
Jack IN THE Box from other QSR chains.

* Service. A second major aspect of brand reinvention is to improve the level and consistency of guest
service at our restaurants. Over the last few years we have introduced several internal service initiatives to
help us attract higher-quality applicants for team-member positions, improve employee productivity and
improve retention levels at our restaurants. These initiatives include access to affordable healthcare for our
employees meeting certain requirements, an ESL (English-as-a-second-language) program for our Spanish-
speaking team members, and computer-based training in al of our restaurants. We believe these initiatives
have contributed to reduce employee turnover at our restaurants to all-time-low levels. Additionally, we are
leveraging new technologies to improve speed of service and guest satisfaction. In 2008, we expanded our
test of self-serve kiosks, which offer guests an alternative method of ordering inside Jack IN THE Box
restaurants. We plan on installing the kiosks where the frequency of useis expected to be highest, based on
restaurants that experienced positive results in the test.

» Environment. Thethird element of brand reinvention isthe major renovation of our restaurant facilities. In
fiscal 2008, 355 restaurants were re-imaged with a comprehensive program that includes a complete
redesign of the dining room and common areas. Interior finishesinclude ceramic tile floors, amix of seating
styles, decorative pendant lighting, and graphics and wall collages. Other elements of the program may
include flat-screen televisions, music, new team member uniforms and product packaging, along with new
paint schemes, landscaping and other exterior enhancements. We are accel erating the pace at which we will
complete the exterior enhancements of our comprehensive restaurant re-image program. By the end of fiscal
2009, the exteriors of al restaurants, including franchise locations, are expected to be re-imaged. Interior
elements of the re-image program, including acompl ete redesign of dining roomsand common areas, are on
schedule to be completed system-wide by 2011. In fiscal 2008, we continued to develop our newest
restaurant prototype, the Mark 9, which distinguishes Jack In THE Box from our competitors through
innovative architectural elements and aflexible kitchen design that can accommaodate future menu offerings
while maximizing productivity and through-put. Nineteen new locations opened during the year with the
new design, which features elements of the re-image program along with such distinctive building features
as poster marquees, decorative light fixtures, drive-thru viewing windows, and a fireplace with inside and
outside viewing. Several energy-efficient and environmentally friendly amenities are in test in our Mark 9
prototype, including tankless hot water heaters, water-saving utilities, solar panels and solar lighting tubes.

Strategic Plan — Expand Franchising.  Our third strategic initiativeisto continue expanding our franchising
operations to generate higher margins and returns for the Company while creating a business model that is less
capital intensive and not as susceptible to cost fluctuations. Through the sale of 109 company-operated Jack IN THE
Box restaurants to franchisees and devel opment of 15 new franchised restaurants, weincreased franchise ownership
of the Jack IN THE Box system to approximately 38% at fiscal year end. We remain on track with our long-term goal
to increase franchise ownership to approximately 70-80% of the system by the end of fiscal 2013. We also executed
development agreements with several franchisees to further expand the Jack in THE Box brand in new and existing
markets in 2009 and beyond. In fiscal 2009, we expect to refranchise 120-140 Jack IN THE Box restaurants and add
14-19 new franchised locations to our system. The Qdoba system is predominantly franchised, and we anticipate
that future growth will continue to be mostly franchised. In fiscal 2008, Qdoba franchi sees opened 56 restaurantsin
existing and several new markets. We expect Qdoba franchisees to open 30-50 restaurants in fiscal 2009.

3
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Srategic Plan — Improve the Business Model.  This sweeping strategy involves all aspects of our organi-
zation to improve restaurant profitability and returns as Jack IN THE Box transitions to a new business model
comprised of predominantly franchised restaurant locations. Our decision to sell our Quick Stuff convenience stores
supportsour new businessmodel asit will allow usto direct our resources and enabl e usto maximize the potential of
our Jack IN THE Box and Qdoba brands. We will focus on reducing food, packaging and labor costs through product
design, menu innovation, and operations simplification, as well as pricing optimization. As the percentage of
franchised locationsincreases, we expect our selling, general and administrative expensesto continue to decrease as
we complete our refranchising strategy and continue reengineering our processes and systems.

Restaurant Concepts

Jack IN THE Box. Jack IN THE Box restaurants offer a broad selection of distinctive, innovative products
targeted primarily at the adult fast-food consumer. The Jack IN THE Box menu features a variety of hamburgers,
salads, specialty sandwiches, tacos, drinks, smoothies, real ice cream shakes and side items. Hamburger products
include our signature Jumbo Jack®, Sourdough Jack®, Ultimate Cheeseburger and Jack’s 100% Sirloin Burger. Jack
IN THE Box restaurants also offer premium entrée salads and specialty sandwiches to appeal to a broader customer
base, including more women and consumers older than the traditional QSR target market of 18-34 year old men.
Furthermore, Jack IN THE Box restaurants offer value-priced products, known as “ Jack’s Value Menu,” to compete
against price-oriented competitors and because value is important to certain fast-food customers. Jack IN THE Box
restaurants also offer customers both the ability to customize their meals and to order any product, including
breakfast items, any time of the day. We believethat our distinctive menu hasbeen instrumental in devel oping brand
loyalty and is appealing to customers with abroad range of food preferences. Furthermore, we believe that, because
of our diverse menu, our restaurants are less dependent than other QSR chains on the commercial successof oneor a
few products.

The Jack INn THE Box restaurant chain wasthe first major hamburger chain to devel op and expand the concept of
drive-thru restaurants. In addition to drive-thru windows, most of our restaurants have seating capacities ranging
from 20to 100 persons and are open 18-24 hoursaday. Drive-thru sales currently account for approximately 70% of
sales at company-operated restaurants.

The following table summarizes the changes in the number of company-operated and franchised Jack IN THE
Box restaurants since the beginning of fiscal 2004:

Fiscal Year
2008 2007 2006 2005 2004

Company-operated restaurants:

Oopened . ... 23 42 29 38 56
Soldtofranchisees ........... ... ... ......... (109) (76) (82 (58) (49)
Closed ..o (4 (5) (6) (5) 2
Acquired from franchisees . ................... — — — 1 —
End of period total ........... ... . ... . ... ..., 1,346 1,436 1475 1534 1,558
Franchised restaurants:
opened . ... 15 16 7 11 5
Soldto franchisees . .......... ... ... ... . ... .. 109 76 82 58 49
Closed .. o (8) — — (1) —
Acquired from franchisees . ................... — — — (@D} —
End of period total .............. . ... . ... ..., 812 696 604 515 448
System end of periodtotal ...................... 2,158 2,132 2,079 2,049 2,006

Qdoba Mexican Grill.  Qdoba restaurants use fresh, high quality ingredients and traditional Mexican flavors
fused with popular ingredients from other regional cuisinesto give aunique “Nouveau-Mexican” taste to its broad
menu. A few examples of Qdoba’s unique flavors are its signature Poblano Pesto and Ancho Chile BBQ sauces.
While the great flavors start with the core philosophy of “the fresher theingredients, the fresher the flavors™”, our

4
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ability to deliver these flavors is made possible by the commitment to professional preparation methods.
Throughout each day guacamole is prepared onsite using fresh Hass avocados, black and pinto beans are slow-
simmered, shredded beef and pork are slow-roasted and adobo-marinated chicken and steak are flame-grilled.
Customer orders are prepared in full view, which gives our guests the control they desire to build a meal that is
specifically suited to their individual taste preferences and nutritional needs. We also offer a variety of catering
optionsthat can be tailored to feed groups of five to several hundred. Our Hot Taco, Nacho and Naked Burrito Bars
come with everything needed, including plates, napkins, serving utensils, chafing stands and sternos. Each Hot Bar
is set up buffet-style so diners have the ability to prepare their meal to their liking — just like in the restaurant. The
seating capacity at Qdoba restaurants ranges from 60 to 80 persons, including outdoor patio seating at many
locations.

The following table summarizes the changes in the number of company-operated and franchised Qdoba
restaurants since the beginning of fiscal 2004:

Fiscal Year
2008 2007 2006 2005 2004

Company-operated restaurants:

OpeEned ... 21 10 13 12 13
Soldtofranchisees . ........ ... . . i — — — 4 —
Closed . ... — — — Q —
Acquired from franchisees ............ ... ... ... .. ... — 10 — 3 —
End of period total .......... ... . ... . ... 111 90 70 57 47
Franchised restaurants:
Opened ... 56 77 58 65 54
Soldtofranchisees . ....... ... . — — — 4 —
Closed . ... (18) (10 (3) (3) 1)
Acquired from franchisees .......................... — (100 — ® —
End of period total . ......... ... . ... ... 343 305 248 193 130
Systemend of periodtotal ................ ... ... ..., 454 395 318 250 177

Restaurant Expansion and Site Selection and Design

Restaurant Expansion. Our long-term growth strategy for our Jack in THE Box brand consists of continued
restaurant expansion, including expansion into new contiguous markets through Company investment and franchise
development. Qdoba's growth is expected to come primarily from increasing the number of franchise-devel oped
locations. We remain committed to growing our fast-casual subsidiary and believe that Qdoba has significant
expansion potential.

Ste Selection and Design.  Site selections for all new company-operated restaurants are made after an
economic analysis and areview of demographic data and other information relating to population density, traffic,
competition, restaurant visibility and access, available parking, surrounding businesses and opportunities for
market penetration. Restaurants developed by franchisees are built to our specifications on sites which have been
approved by us.

We have arestaurant prototypewith different seating capacitiesto help reduce costsand improve our flexibility
in locating restaurants. Management believes that the flexibility provided by the alternative configurations enables
the Company to match the restaurant configuration with the specific economic, demographic, geographic and
physical characteristics of aparticular site. The magjority of our Jack IN THE Box restaurants are constructed on leased
land. Typical costs to develop a traditional Jack IN THE Box restaurant, excluding the land value, range from
$1.2 million to $1.8 million. Whenever possible, we use sale and leaseback financing and other meansto lower the
initial cash investment in a typical Jack IN THE Box to the cost of equipment, which averages approximately
$0.4 million. Qdoba restaurant development costs typically range from $0.5 million to $1.0 million depending on

geographic region.
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Franchising Program

Jack IN THE Box.  Our long-term strategy isto grow the percentage of franchise ownership towardsalevel in
the range of 70-80% by the end of fiscal 2013, which is more closely aligned with that of the QSR industry. As of
September 28, 2008, franchisees operated 812 Jack INn THE Box restaurants. We will continue to selectively expand
our franchising activities, including refranchising Jack INn THE Box company-operated restaurants and the devel-
opment of new restaurants by franchisees. We offer development agreements for construction of one or more new
restaurants over a defined period of time and in a defined geographic area. Developers are required to pay afee, a
portion of which may be credited against franchise fees due when restaurants open in the future. Developers may
forfeit such fees and lose their rights to future development if they do not maintain the required schedule of
openings.

The current Jack IN THE Box franchise agreement generally providesfor an initial franchise fee of $50,000 per
restaurant, royalties of 5% of gross sales, marketing fees of 5% of gross sales and, in most instances, a 20-year term.
Some existing agreements provide for royalty and marketing fees at rates aslow as 4% and royalties as high as 15%.
I'n connection with the sal e of acompany-operated restaurant, the restaurant equipment and the right to do business
at that location are sold to the franchisee. The aggregate price is equal to the negotiated fair market value of the
restaurant as a going concern, which depends on various factors, including the history of the restaurant, itslocation
and its sales and cash flow potential. In addition, the land and building are leased or subleased to the franchisee at a
negotiated rent, generally equal to the greater of aminimum base rent or a percentage of gross sales. The franchisee
is usually required to pay property taxes, insurance and maintenance costs.

We view our non-franchised Jack in THE Box restaurants as a potential resource, which, based on our strategic
plan, can be sold to afranchisee, thereby providing increased cash flows and gains when sold while still generating
future cash flows and earnings through franchise rents and royalties.

Qdoba Mexican Grill. We plan to continueto grow the Qdobabrand, primarily through increased franchising
activities. We typically offer area development agreements for the construction of 5 to 20 new restaurants over a
defined period of time and in a defined geographic area for a development fee, a portion of which may be credited
against franchise fees due for restaurants to be opened in the future. If the devel oper does not maintain the required
schedule of openings, they may forfeit such fees and lose their rights to future development. The current Qdoba
franchise agreement provides for an initial franchise fee of $30,000 per restaurant, royalties of 5% of gross sales,
marketing fees of up to 2% of gross sales and, in most instances, a 10-year term with a 10-year option to extend.

Restaurant Operations

Restaurant Management. Restaurants are operated by a company-employed manager or afranchisee that is
directly responsible for the operations of the restaurant, including product quality, service, food safety, cleanliness,
inventory, cash control and the conduct and appearance of employees. Our restaurant managers are required to
attend extensive management training classes involving a combination of classroom instruction and on-the-job
training in specially designated training restaurants. Restaurant managers and supervisory personnel train other
restaurant employees in accordance with detailed procedures and guidelines using training aids available at each
location. We also use an interactive system of computer-based training (“CBT”), with a touch-screen computer
terminal at our Jack IN THE Box restaurants. The CBT technology incorporates audio, video and text, all of which are
updated on the computer via satellite technology. CBT is also designed to reduce the administrative demands on
restaurant managers.

Regional vice presidents or regiona directors supervise area coaches who supervise restaurant managers.
Under our performance system, regional vice presidents, regional directors, area coaches and restaurant managers
are eligible for periodic bonuses based on achievement of location sales, our “Voice of the Guest” consumer
feedback program, profitability and/or certain other operational performance standards.

Customer Satisfaction. We devote significant resources toward ensuring that al restaurants offer quality
food and good service. Emphasis is placed on ensuring that ingredients are delivered timely to the restaurants.
Restaurant food production systems are continuously developed and improved, and we train our employees to be
dedicated to delivering consistently good service. Through our network of distribution, quality assurance, facilities
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services and restaurant management personnel, we standardize specifications for food preparation and service,
employee conduct and appearance, and the maintenance and repair of our premises. Operating specifications and
procedures are documented in on-line reference manuals and CBT presentations. During fiscal 2008, most Jack IN
THE Box restaurants received at least two quality, food safety and cleanliness inspections. In addition, our “Voice of
the Guest” program provides restaurant managers with guest surveys each period regarding their Jack iNn THE Box
experience. In 2008, we received more than one million guest survey responses. We also receive guest feedback
through our 800 number.

Quality Assurance

Our “farm-to-fork” food safety and quality assurance program is designed to maintain high standards for the
food products and food preparation procedures used by company-operated and franchised restaurants. We maintain
product specifications and approve product sources. We have acomprehensive, restaurant-based Hazard Analysis &
Critical Control Points (“HACCP”) system for managing food safety and quality. HACCP combines employee
training, testing by suppliers, and detailed attention to product quality at every stage of the food preparation cycle.
The USDA, FDA and the Center for Science in the Public Interest have recognized our HACCP program as aleader
in the industry.

In addition, our HACCP system uses ServSafe®, a nationally recognized food-safety training and certification
program administered in partnership with the National Restaurant Association. Jack in the Box Inc. isamember of
the International Food Safety Council, a coalition of industry members of the National Restaurant Association that
have demonstrated a corporate commitment to food safety. Our standards require that al restaurant managers and
grill employees receive special grill certification training and be certified annually.

Purchasing and Distribution

We provide purchasing, warehouse and distribution services for all Jack IN THE Box company-operated
restaurants and nearly 72% of our franchise-operated restaurants. The remaining Jack IN THE Box franchisees
participate in a purchasing cooperative they formed in 1996 and contract with another supplier for distribution
services. As of September 28, 2008, we also provide these services to nearly 46% of Qdoba's company and
franchise-operated restaurants. The remaining Qdoba restaurants purchase product from approved suppliers and
distributors. Some products, primarily dairy and bakery items, are delivered directly by approved suppliers to both
company and franchise-operated restaurants. Regardless of whether we provide distribution servicesto arestaurant
or not, we require that all suppliers meet our strict HACCP program standards previously discussed. The primary
commodities purchased by the restaurants are beef, poultry, pork, cheese and produce. We monitor the primary
commodities we purchase in order to minimize the impact of fluctuations in price and availability, and make
advance purchases of commodities when considered to be advantageous. However, certain commodities remain
subject to price fluctuations. All essential food and beverage products are available, or can be made available, upon
short notice from alternative qualified suppliers.

Information Systems

We have centralized financial and accounting systemsfor company-operated restaurants, which we believe are
important in analyzing and improving profit margins and accumulating marketing information for analysis. Our
restaurant satellite-enabled software allowsfor daily, weekly and monthly polling of sales, inventory and labor data
from the restaurants. We use a standardized Windows-based touch screen point-of-sale (“POS") platform in our
Jack IN THE Box company and franchised restaurants, which allows usto accept credit cards and JACK CA$H®, our
re-loadable gift cards. We have an order confirmation system with color screens, and contactless payment
technology throughout our system which alows us to accept new credit card types and to prepare for future
innovation. We have also developed business intelligence systems to provide visibility to the key metrics in the
operation of the restaurants. We use an interactive computer-based training (“CBT") system in our Jack IN THE Box
restaurants as the standard training tool for new hire training and periodic workstation re-certifications, and have a
labor scheduling system to assist in managing labor hours based on forecasted sal es volumes. We also have ahighly
reliable inventory management system, which provides consistent deliveries to our restaurants with excellent
control over food safety. To support order accuracy and speed of service, our drive-thru restaurants use order
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confirmation screens. Qdoba restaurants use POS software with touch screens, accept debit and credit cards at all
locations and use back-of-the-restaurant software to control purchasing, inventory, food and labor costs. These
software products have been customized to meet Qdoba’s operating standards.

Advertising and Promotion

We build brand awareness through our marketing and advertising programs and activities. These activities are
supported primarily by contractual contributions from al company and franchised restaurants based on a
percentage of sales. Activities to advertise restaurant products, promote brand awareness and attract customers
include, but are not limited to, regional and local campaigns on television, national cable television, radio and print
media, as well as Internet advertising on specific sites and broad-reach Web portals.

Employees

At September 28, 2008, we had approximately 42,700 employees, of whom 40,800 were restaurant empl oyees,
900 were corporate personnel, 500 were distribution employees and 500 were field management and administrative
personnel. Employees are paid on an hourly basis, except certain restaurant managers, operations and corporate
management, and certain administrative personnel. We employ both full and part-time restaurant employees in
order to provide the flexibility necessary during peak periods of restaurant operations.

We have not experienced any significant work stoppages and believe our labor relations are good. Over the last
several years, we have realized improvements in our hourly restaurant employee retention rate. In 2005 and 2008,
Jack IN THE Box and Qdoba, respectively, received the Spirit Award, an honor awarded by Nation’s Restaurant News
and the National Restaurant Association Educational Foundation to the restaurant companies with the most
innovative workforce programs for enhancing employee satisfaction. We support our employees, including part-
time workers, by offering competitive wages, competitive benefits, including a pension plan for al of our
employees meeting certain requirements, and discounts on dining. Furthermore, in September 2004, Jack IN
THE Box began offering all hourly employees meeting certain minimum service requirements access to health
coverage, including vision and dental benefits. Asan additional incentive to team memberswith more than ayear of
service, wewill pay a portion of their premiums. We also provide our restaurant employees with a program called
“Sed de Saber” (Thirst for Knowledge), an electronic home study program to assist Spanish-speaking restaurant
employees in improving their English skills. We expect these programs will further reduce turnover, as well as
training costs and workers compensation claims.

Executive Officers

Thefollowing table setsforth the name, age (as of September 28, 2008), position and years with the Company
of each person who is an executive officer of Jack in the Box Inc.:

Years with

Name Age Positions the Company
LindaA.Lang......... 50 Chairman of the Board and Chief Executive Officer 21
Paul L. Schultz . ....... 54 President and Chief Operating Officer 35
Jerry P.Rebel ......... 51 Executive Vice President and Chief Financial

Officer 5
CaloE.Cetti ......... 64 Senior Vice President, Human Resources and

Strategic Planning 27
David M. Theno, Ph.D. .. 57 Senior Vice President, Chief Product Safety Officer 15
Phillip H. Rudolph. ... .. 50 Senior Vice President, General Counsel and

Secretary 1
Terri F. Graham. ... .. .. 43  Senior Vice President, Chief Marketing Officer 18
Carol A. DiRa@mo . . .. .. 47  Vice President, Investor Relations and Corporate

Communications —
Gary J. Beider. ........ 52 Chief Executive Officer and President, Qdoba

Restaurant Corporation 5
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Ms. Lang has been Chairman of the Board and Chief Executive Officer since October 2005. Shewas President
and Chief Operating Officer from November 2003 to October 2005, and was Executive Vice President from July
2002 to November 2003. From 1996 through July 2002, Ms. Lang held officer-level positions with marketing or
operations responsibilities.

Mr. Schultz has been President and Chief Operating Officer since October 2005. He was Executive Vice
President, Operations and Franchising from November 2004 to October 2005, Senior Vice President, Operations
and Franchising from August 1999 to November 2004, and was Vice President from May 1988 to August 1999.

Mr. Rebel has been Executive Vice President and Chief Financial Officer since October 2005. He was Senior
Vice President and Chief Financial Officer from January 2005 to October 2005 and Vice President, Controller from
September 2003 to January 2005. Prior to joining the Company, he was Vice President, Controller of Fleming
Companies Inc. from February 2002 to September 2003. From January 1991 to February 2002, he held various
accounting and finance positions with CV'S Corporation, including Executive Vice President and Chief Financial
Officer of the ProCare division from September 2000 to February 2002, and Vice President, Finance from July 1995
to September 2000.

Mr. Cetti has been Senior Vice President, Human Resources and Strategic Planning since July 2002. From
October 1995 to July 2002, he was Vice President, Human Resources and Strategic Planning.

Dr. Theno was Senior Vice President, Quality and Logistics from May 2001 until 2008 and Chief Product
Safety Officer until his retirement on September 28, 2008.

Mr. Rudolph has been Senior Vice President, General Counsel and Secretary since November 2007. Prior to
joining the Company, he was Vice President and General Counsel for Ethical Leadership Group, a consulting firm
based in Wilmette, Illinois, providing strategic consulting in ethics, compliance and corporate responsibility for
major corporations worl dwide from January 2006 to October 2007. Hewas a partner in the Washington, D.C. office
of Foley Hoag, LL P from August 2003 to December 2005 and in solo practice from April 2003 to July 2003. Hewas
aVice President at McDonald's Corporation from March 1998 to March 2003 where, among other roles, he served
asU.S. and international general counsel. Beforejoining McDonald’s, Mr. Rudol ph spent 15 yearswith the law firm
of Gibson, Dunn & Crutcher LLP, the last seven of which he spent as a litigation partner in the firm's
Washington, D.C. office. Mr. Rudolph has more than 25 years of legal experience.

Ms. Graham was promoted to Senior Vice President, Chief Marketing Officer effective October 1, 2007. She
was Vice President, Chief Marketing Officer from November 2004 to October 2007 and Vice President, Marketing
July 2002 to November 2004. She was Division Vice President, Marketing Services and Regional Marketing from
April 2000 to July 2002, and Director of Marketing Services from October 1998 to July 2002.

Ms. DiRaimo has more than 19 years of experience in the restaurant industry. She was most recently the Vice
President of Investor Relations for Applebee’s International, Inc. During her 14-year career with Applebee’s, the
last seven of which she managed the investor relations function, Ms. DiRaimo served in a variety of capacities,
including financial planning and reporting, treasury, and corporate analysis. Before joining Applebee’sin 1993, she
worked at Gilbert/Robinson Restaurants Inc., which operated more than 100 casual and specialty restaurants. A
certified public accountant, Ms. DiRaimo also has six years of public accounting experience with Deloitte.

Mr. Beidler has been Chief Executive Officer of Qdoba Restaurant Corporation since November 2000 and
President since January 1999. He was Chief Operating Officer from April 1998 to December 1998.

Trademarks and Service Marks

The Jack INn THE Box and Qdoba Mexican Grill names are of material importance to us and each is aregistered
trademark and service mark in the United States. In addition, we have registered numerous service marks and trade
names for usein our businesses, including the Jack In THE Box 10go, the Qdobalogo and various product names and
designs.
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Seasonality

Restaurant sales and profitability are subject to seasonal fluctuations, and are traditionally higher during the
spring and summer months because of factors such as increased travel and improved weather conditions, which
affect the public’s dining habits.

Competition and Markets

The restaurant businessis highly competitive and is affected by the competitive changes in a geographic area,
changesin the public’sdining habits and preferences, new information regarding diet, nutrition and health, local and
national economic conditions affecting consumer spending habits, population trends and traffic patterns. Key
elements of competition in the industry are the type and quality of the food products offered, price, quality and
speed of service, personnel, advertising, name identification, restaurant location and attractiveness of the facilities.

Each Jack N THE Box and Qdoba restaurant competes directly and indirectly with alarge number of national
and regional restaurant chains, aswell aswith locally owned quick-service restaurants and the fast-casual segment.
In selling franchises, we compete with many other restaurant franchisors, some of whom have substantially greater
financial resources and higher total sales volume.

Regulation

Each restaurant is subject to regulation by federal agencies, as well as licensing and regulation by state and
local health, sanitation, safety, fire, zoning, building and other departments. Difficulties or failuresin obtaining and
maintaining any required permits, licensing or approval could result in closures of existing restaurants or delays or
cancellations in the opening of new restaurants.

We are also subject to federal and state laws regulating the offer and sale of franchises. Such laws impose
registration and disclosure requirements on franchisors in the offer and sale of franchises and may also apply
substantive standards to the relationship between franchisor and franchisee, including limitations on the ability of
franchisors to terminate franchises and alter franchise arrangements. We believe we are operating in compliance
with applicable laws and regulations governing our operations.

We are subject to the Fair Labor Standards Act and various state laws governing such matters as minimum
wages, exempt status classification, overtime and other working conditions. A significant number of our food
service personnel are paid at rates related to the federal and state minimum wage, and accordingly, increasesin the
minimum wage increase our labor costs. Federal and state lawsmay also require usto provide paid and unpaid leave
to our employees, which could result in significant additional expense to us.

We are subject to certain guidelines under the Americans with Disabilities Act of 1990 and various state codes
and regulations, which require restaurants to provide full and equal access to persons with physical disabilities. To
comply with such laws and regulations, the cost of remodeling and developing restaurants has increased.

We are also subject to various federal, state and local laws regulating the discharge of materials into the
environment. The cost of complying with these laws increases the cost of operating existing restaurants and
developing new restaurants. Additional costs relate primarily to the necessity of obtaining more land, landscaping
and storm drainage control and the cost of more expensive equipment necessary to decrease the amount of effluent
emitted into the air, ground and surface waters.

Our Qdoba restaurants and Quick Stuff convenience stores sell alcoholic beverages, which require licensing.
The regulations governing licensing may impose requirements on licensees including minimum age of employees,
hours of operation, advertising and handling of alcoholic beverages. The failure of a Qdoba Mexican Grill
restaurant or Quick Stuff convenience store to obtain or retain alicense could adversely affect the store’s results of
operations. We have processes in place to monitor compliance with applicable laws and regulations governing
alcohalic beverages.
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Company Website

The Company’s primary website can be found at www.jackinthebox.com. We make available free of charge at
this website (under the caption “Investors— SEC Filings’) al of our reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, including our Annual Report on Form 10-K, our
Quarterly Reports on Form 10-Q and our Current Reports on Form 8-K and amendments to those reports. These
reports are made avail able on the website as soon as reasonably practicable after their filing with, or furnishing to,
the Securities and Exchange Commission.

Forward-L ooking Statements

From time to time, we make oral and written forward-looking statements that reflect our current expectations
regarding future results of operations, economic performance, financial condition and achievements of the
Company. A forward-looking statement is neither a prediction nor a guarantee of future events. Whenever
possible, we try to identify these forward-looking statements by using words such as “anticipate,” “assume,”
“believe” “estimate,” “ expect,” “forecast,” “goals,” “guidance,” “intend,” “plan,” “project,” “may,” “will,” “would,”
and similar expressions. Certain forward-looking statements are included in this Form 10-K, principally in the
sections captioned “Business,” “Legal Proceedings,” the “ Consolidated Financial Statements’ and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” including statements regarding our
strategic plans and operating strategies. Although we believe that the expectations reflected in our forward-looking
statements are based on reasonable assumptions, such expectations may prove to be materially incorrect due to
known and unknown risks and uncertainties.

In some cases, information regarding certain important factors that could cause actua results to differ
materially from any forward-looking statement appears together with such statement. In addition, the factors
described under “Risk Factors’ and “Critical Accounting Estimates,” as well as other possible factors not listed,
could cause actual results and/or goalsto differ materially from those expressed in forward-looking statements. Asa
result investors should not place unduereliance on such forward-1ooking statements, which speak only as of the date
of thisreport. The Company isunder no obligation to update forward-looking statements whether as aresult of new
information or otherwise.

ITEM 1A. RISK FACTORS

We caution you that our business and operations are subject to anumber of risksand uncertainties. The factors
listed below are important factors that could cause actual resultsto differ materially from our historical results and
from projections in forward-looking statements contained in this report, in our other filings with the SEC, in our
newsreleases and in oral statements by our representatives. However, other factors that we do not anticipate or that
we do not consider significant based on currently available information may also have an adverse effect on our
results.

Risks Related to the Food Service Industry.  Food service businesses may be materially and adversely affected
by changes in consumer tastes, national and regional economic and political conditions, and changesin consumer
eating habits, whether based on new information regarding diet, nutrition and health, or otherwise. Recessionary
economic conditions including higher levels of unemployment, could reduce consumer confidence, decrease the
level of consumer spending and negatively impact restaurant sales and profits. The performance of individual
restaurants may be adversely affected by factors such as traffic patterns, demographics and the type, number and
location of competing restaurants, as well as local economic, regulatory and political conditions, terrorist acts or
government responses, weather conditions and catastrophic events such as earthquakes, fires, floods or other natural
disasters.

Multi-unit food service businesses such as ours can also be materially and adversely affected by widespread
negative publicity of any type, particularly regarding food quality, fat content, illness (such as epidemics or the
prospect of a pandemic such as avian flu), obesity, safety, injury or other health concerns with respect to certain
foods. Adverse publicity in these areas could damage the trust customers place in our brand. To minimize therisk of
food-borneillness, we have implemented a HACCP system for managing food safety and quality. Nevertheless, the
risk of food-borneillness cannot be completely eliminated. Any outbreak of such illness attributed to our restaurants
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or within the food service industry or any widespread negative publicity regarding our brands or the restaurant
industry in general could cause a decline in our sales and have a material adverse effect on our financial condition
and results of operations.

Dependence on frequent deliveries of fresh produce and groceries subjects food service businesses, such as
ours, to the risk that shortages or interruptions in supply, caused by adverse weather or other conditions, could
adversely affect the availability, quality and cost of ingredients. In addition, unfavorable trends or developments
concerning factors such as inflation, increased cost of food, labor, fuel, utilities, technology, insurance and
employee benefits (including increases in hourly wages, workers compensation and other insurance costs and
premiums), increases in the number and locations of competing restaurants, regional weather conditions and the
availability of qualified, experienced management and hourly employees, may also adversely affect the food
service industry in general. Because our restaurants are predominantly company-operated, we may have greater
exposure to operating cost issues than chains that are primarily franchised. Exposure to these fluctuating costs,
including anticipated increases in commodity costs, could negatively impact our margins. Changes in economic
conditions affecting our customers, such asinflation or recessionary conditions, could reduce traffic in some or all
of our restaurants or impose practical limits on pricing, either of which could negatively impact profitability and
have a material adverse effect on our financial condition and results of operations. Our continued success will
depend in part on our ability to anticipate, identify and respond to changing conditions.

Risks Associated with Development. We intend to grow by developing additional company-owned restau-
rants and through new restaurant devel opment by franchisees. Devel opment involves substantial risks, including the
risk of (i) the availability of financing for the Company and for franchisees at acceptable rates and terms,
(i) devel opment costs exceeding budgeted or contracted amounts, (iii) delaysin completion of construction, (iv) the
inability to identify, or the unavailability of suitable sites on acceptable leasing or purchase terms, (v) developed
properties not achieving desired revenue or cash flow levels once opened, (vi) the unpredicted negative impact of a
new restaurant upon sales at nearby existing restaurants, (vii) competition for suitable development sites;
(viii) incurring substantial unrecoverable costsin the event adevel opment project isabandoned prior to completion,
(ix) the inability to obtain all required governmental permits, including, in appropriate cases, liquor licenses,
(x) changesin governmental rules, regulations, and interpretations (including interpretations of the requirements of
the Americans with Disabilities Act), and (xi) general economic and business conditions.

Although we intend to manage our development to reduce such risks, we cannot assure you that present or
future development will perform in accordance with our expectations. We cannot assure you that we will complete
the development and construction of the facilities, or that any such development will be completed in a timely
manner or within budget, or that any restaurants will generate our expected returns on investment. Tight credit
markets may also slow our franchisees' plansfor growth, whether through new restaurant openings or acquisition of
company-owned restaurants. Our inability to expand in accordance with our plans or to manage our growth could
have a material adverse effect on our results of operations and financial condition.

Reliance on Certain Geographic Markets. Because approximately 60% of our restaurants are located in the
states of California and Texas, the economic conditions, state and local 1aws, government regul ations and weather
conditions affecting those states may have a material impact upon our results.

Risks Related to Entering New Markets.  Our growth strategy includes opening restaurants in markets where
we have no existing locations. We cannot assure you that we will be able to successfully expand or acquire critical
market presence for our brands in new geographical markets, as we may encounter well-established competitors
with substantially greater financial resources. We may be unable to find attractive locations, acquire name
recognition, successfully market our products and attract new customers. Competitive circumstances and consumer
characteristics in new market segments and new geographical markets may differ substantially from those in the
market segments and geographical markets in which we have substantial experience. It may also be difficult for us
to recruit and retain qualified personnel to manage restaurants. We cannot assure you that we will be able to
profitably operate new company-operated or franchised restaurants in new geographical markets. Management
decisions to curtail or cease investment in certain locations or markets may result in impairment charges.

Competition. Therestaurant industry is highly competitivewith respect to price, service, location, personnel,
advertising, brand identification and the type and quality of food, and there are many well-established competitors.
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Each of our restaurants competes directly and indirectly with a large number of national and regional restaurant
chains, aswell aswith locally-owned quick-service restaurants, fast-casual restaurants, sandwich shopsand similar
types of businesses. The trend toward convergence in grocery, deli and restaurant services may increase the number
of our competitors. Such increased competition could decrease the demand for our products and negatively affect
our sales and profitability. Some of our competitors have substantially greater financial, marketing, operating and
other resources than we have, which may give them a competitive advantage. Certain of our competitors have
introduced avariety of new products and engaged in substantial price discounting in the past and may adopt similar
strategies in the future. Our promotional strategies or other actions during unfavorable competitive conditions may
adversely affect our margins. We plan to take various steps in connection with our on-going “brand re-invention”
strategy, including making improvements to the facility image at our restaurants, introducing new, higher-quality
products, discontinuing certain menu items, and implementing new service and training initiatives. However, there
can be no assurance (i) that our facility improvements will foster increases in sales and yield the desired return on
investment, (ii) of the success of our new products, initiatives or our overall strategies or (iii) that competitive
product offerings, pricing and promotions will not have an adverse effect upon our sales results and financial
condition. We have an on-going “ profit improvement program” which seeksto improve efficiencies and lower costs
in all aspects of operations. Although we have been successful in improving efficiencies and reducing costsin the
past, there is no assurance that we will be able to continue to do so in the future.

Risks Related to Increased Labor Costs.  We have asubstantial number of employeeswho are paid wagerates
at or dightly above the minimum wage. As federal, state and local minimum wage rates increase, our labor costs
will increase. If competitive pressures or other factors prevent us from offsetting the increased costs by increasesin
prices, our profitability may decline. In addition, various proposals that would require employers to provide health
insurance for al of their employees are currently being considered in Congress and various states. We offer access
to healthcare benefits to our restaurant team members. The imposition of any requirement that we provide health
insurance to all employees on terms materially different from our existing programs would have amaterial adverse
impact on our results of operations and financial condition.

Risks Related to Advertising. Some of our competitors 