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FORWARD-LOOKING STATEMENTS

The forward-looking statements included in the “Business,” “Risk Factors,” “Legal Proceedings,” “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” and “Quantitative and Qualitative Disclosures About
Market Risk” sections and elsewhere herein, which reflect our best judgment based on factors currently known, involve
risks and uncertainties. Words such as “expects,” “anticipates,” “believes,” “intends,” “plans,”  “hopes,” and variations of such
words and similar expressions are intended to identify such forward-looking statements. Except as may be required by
law, we expressly disclaim any obligation to update these forward-looking statements to reflect events or
circumstances after the date of this Form 10-K or to reflect the occurrence of unanticipated events. Actual results
could differ materially from those anticipated in these forward-looking statements as a result of a number of factors
including, but not limited to, the factors discussed in such sections and, in particular, those set forth in the cautionary
statements contained in “Risk Factors.” The forward-looking information we have provided in this Form 10-K pursuant
to the safe harbor established under the Private Securities Litigation Reform Act of 1995 should be evaluated in the
context of these factors.
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PART I

Item 1.     Business

Description of Business

Denny’s Corporation, or Denny’s, is one of America’s largest family-style restaurant chains. Denny’s, through its wholly
owned subsidiaries, Denny’s Holdings, Inc. and Denny’s, Inc., owns and operates the Denny’s restaurant brand. At
December 31, 2008, the Denny’s brand consisted of 1,541 restaurants, 1,226 (80%) of which were franchised/licensed
restaurants and 315 (20%) of which were company-owned and operated. Denny’s restaurants are operated in 49 states,
the District of Columbia, two U.S. territories and five foreign countries with concentrations in California (26% of total
restaurants), Florida (10%) and Texas (10%).

Our restaurants generally are open 24 hours a day, 7 days a week. We provide high quality menu offerings and
generous portions at reasonable prices with friendly and efficient service in a pleasant atmosphere. Denny’s expansive
menu offers traditional American-style food such as breakfast items, appetizers, sandwiches, dinner entrees and
desserts. Denny's restaurants are best known for breakfast items, such as our Grand Slam®. Sales are broadly
distributed across each of the dayparts (i.e., breakfast, lunch, dinner and late-night).

References to "Denny's," the "Company," "we," "us," and "our" in this Form 10-K are references to Denny's
Corporation and its subsidiaries.

Restaurant Operations

We believe that the superior execution of basic restaurant operations in each Denny’s restaurant, whether it is
company-owned or franchised, is critical to our success. To meet and exceed our guests’ expectations, we require both
our company-owned and our franchised restaurants to maintain the same strict brand standards. These standards relate
to the preparation and efficient serving of quality food and the maintenance, repair and cleanliness of restaurants.

We devote significant effort to ensuring all restaurants offer quality food served by friendly, knowledgeable and
attentive employees in a clean and well-maintained restaurant. We seek to ensure that our company-owned restaurants
meet our high standards through a network of Company Regional Directors of Operations, Company Business
Leaders and restaurant level managers, all of whom spend the majority of their time in the restaurants. A network of
Franchise Regional Directors of Operations and Franchise Business Leaders oversee our franchised restaurants to
ensure compliance with brand standards, promote operational excellence, and provide general support to our
franchisees. 

A principal feature of Denny’s restaurant operations is the consistent focus on improving operations at the unit level.
Unit managers are hands-on and versatile in their supervisory activities. Many of our restaurant management
personnel began as hourly associates in the restaurants and, therefore, know how to perform restaurant functions and
are able to train by example.

Denny’s maintains training programs for associates and restaurant managers including Denny's University. Denny's
University is a training program conducted at our Corporate Support Center for our company and franchise managers
and general managers. The mission of Denny's University is to teach managers the skills needed to become business
leaders with an owner/operator mentality, operating successful Denny's restaurants.

Franchising and Development
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The Denny’s system is approximately 80% franchised and 20% company-operated. We expect that the future growth
of the brand will come primarily from the development of franchise restaurants. Our criteria to become a Denny’s
franchisee include minimum liquidity and net worth requirements and appropriate operational experience. We believe
that Denny’s is an attractive financial proposition for current and potential franchisees and that our fee structure is
competitive with other full service brands. The initial fee for a single twenty-year Denny’s franchise agreement is
$40,000 and the royalty payment is 4% of gross sales. Additionally, our franchisees are required to contribute up to
4% of gross sales for advertising.

During 2008, we continued the Franchise Growth Initiative ("FGI") to increase franchise restaurant development
through the sale of certain geographic clusters of company restaurants to both current and new franchisees. As a
result, we sold 79 restaurant operations and certain related real estate to 22 franchisees for net proceeds of $35.5
million.  As of December 31, 2008, the total number of company restaurants sold since the FGI program began in
early 2007 is 209.

Fulfilling the unit growth expectations of this program, certain franchisees that purchased company restaurants during
the year also signed development agreements to build additional new franchise restaurants. In addition to franchise
development agreements signed under FGI, we have been negotiating development agreements outside of the FGI
program under our Market Growth Incentive Plan ("MGIP"). Over the last 18 months we have signed development
agreements for 154 new restaurants under the FGI and MGIP programs, 26 of which have opened, yielding a
development pipeline of 128 new restaurants as of December 31, 2008. The units in the pipeline are expected to open
over an average of approximately four years.

1
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The table below sets forth information regarding the distribution of single-store and multi-store franchisees as of
December 31, 2008:

Franchisees

Percentage
of
Franchisees Restaurants

Percentage
of
Restaurants

One 105 39.0% 105 8.6%
Two to five 113 42.0% 324 26.4%
Six to ten 30 11.2% 233 19.0%
Eleven to fifteen 4 1.5% 53 4.3%
Sixteen to thirty 11 4.1% 249 20.3%
Thirty-one and over 6 2.2% 262 21.4%
Total 269 100.0% 1,226 100.0%

Site Selection

The success of any restaurant is influenced significantly by its location. Our development team works closely with
franchisees and real estate brokers to identify sites which meet specific standards. Sites are evaluated on the basis of a
variety of factors, including but not limited to:

• demographics;
• traffic patterns;
• visibility;
• building constraints;
• competition;
• environmental restrictions; and
• proximity to high-traffic consumer activities.

Competition

The restaurant industry is highly competitive. Competition among major companies that own or operate restaurant
chains is especially intense. Restaurants compete on the basis of name recognition and advertising; the price, quality,
variety, and perceived value of their food offerings; the quality and speed of their guest service; and the convenience
and attractiveness of their facilities.

Denny’s direct competition in the family-style category includes a collection of national and regional chains, as well as
thousands of independent operators. Denny’s also competes with quick service restaurants as they attempt to upgrade
their menus with premium sandwiches, entree salads, new breakfast offerings and extended hours.

We believe that Denny’s has a number of competitive strengths, including strong brand name recognition, well-located
restaurants and market penetration. We benefit from economies of scale in a variety of areas, including advertising,
purchasing and distribution. Additionally, we believe that Denny’s has competitive strengths in the value, variety, and
quality of our food products, and in the quality and training of our employees. See “Risk Factors” for certain additional
factors relating to our competition in the restaurant industry.

Research and Innovation

We continue our emphasis on being a consumer driven organization with particular focus on our service, menu,
marketing, and overall guest experience. In 2008, we integrated our Innovations department with traditional marketing
to gain economies of scale, as well as synergy of creative development. While two separate VP's head up each area,
they work seamlessly in the development of new menu and product development, service models, and overall
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branding and concept innovation.

Additionally, both of these areas rely on consumer insights obtained through secondary and primary qualitative and
quantitative studies. These insights form the strategic foundation for menu architecture, pricing, promotion and
advertising. The added-value of these insights and strategic understandings also assist our Restaurant Operations and
Information Technology personnel in the evaluation and development of new restaurant processes and upgraded
restaurant equipment that may improve our speed of service, food quality and order accuracy.

Through this consumer focused effort, we are successfully innovating our brand and concept, striving for continued
relevance and brand differentiation. This allows us to protect margins, gain market share and efficiently maximize the
research investment.

2
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Marketing and Advertising

Our marketing department manages contributions from both company-owned and franchised units and provides
integrated marketing and advertising to promote our brand. The department includes brand and communications
strategy, media advertising, menu management, menu pricing strategy, product development, consumer insights,
public relations, field marketing and promotions.

Our marketing campaigns, including broadcast advertising, focus on differentiating Denny’s real breakfast – real
ingredients, made to order, by real people, any time of the day – from our competitors. Our advertising is conducted
through national network and cable television, radio, online media, outdoor and print.

Denny's reaches out to all consumers through integrated marketing programs, including community outreach. These
programs are designed to enhance our brand image, support our brand message and, in some cases, augment our
diversity efforts.

Product Sources and Availability

Our purchasing department administers programs for the procurement of food and non-food products. Our franchisees
also purchase food and non-food products directly from the vendors under these programs. Our centralized purchasing
program is designed to ensure uniform product quality as well as to minimize food, beverage and supply costs. Our
size provides significant purchasing power which often enables us to obtain products at favorable prices from
nationally recognized manufacturers.

While nearly all products are contracted for by our purchasing department, the majority are purchased and distributed
through Meadowbrook Meat Company, or MBM, under a long-term distribution contract. MBM distributes restaurant
products and supplies to the Denny’s system from nearly 250 vendors, representing approximately 88% of our
restaurant product and supply purchases. We believe that satisfactory sources of supply are generally available for all
the items regularly used by our restaurants. We have not experienced any material shortages of food, equipment, or
other products which are necessary to our restaurant operations.

Seasonality

Our business is moderately seasonal. Restaurant sales are generally greater in the second and third calendar quarters
(April through September) than in the first and fourth calendar quarters (October through March). Additionally, severe
weather, storms and similar conditions may impact sales volumes seasonally in some operating regions. Occupancy
and other operating costs, which remain relatively constant, have a disproportionately greater negative effect on
operating results during quarters with lower restaurant sales.

Trademarks and Service Marks

Through our wholly owned subsidiaries, we have certain trademarks and service marks registered with the United
States Patent and Trademark Office and in international jurisdictions, including "Denny's" and "Grand Slam
Breakfast".  We consider our trademarks and service marks important to the identification of our restaurants and
believe they are of material importance to the conduct of our business. Domestic trademark and service mark
registrations are renewable at various intervals from 10 to 20 years. International trademark and service mark
registrations have various durations from 5 to 20 years. We generally intend to renew trademarks and service marks
which come up for renewal. We own or have rights to all trademarks we believe are material to our restaurant
operations. In addition, we have registered various domain names on the internet that incorporate certain of our
trademarks and service marks, and believe these domain name registrations are an integral part of our identity. From
time to time, we may resort to legal measures to defend and protect the use of our intellectual property.
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Economic, Market and Other Conditions

The restaurant industry is affected by many factors, including changes in national, regional and local economic
conditions affecting consumer spending, the political environment (including acts of war and terrorism), changes in
customer travel patterns, changes in socio-demographic characteristics of areas where restaurants are located, changes
in consumer tastes and preferences, increases in the number of restaurants, unfavorable trends affecting restaurant
operations, such as rising wage rates, healthcare costs and utilities expenses, and unfavorable weather. See "Risk
Factors" for additional information.

Government Regulations

We and our franchisees are subject to local, state and federal laws and regulations governing various aspects of the
restaurant business, including, but not limited to:

• health;
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