
 

FACT SHEET 
Red Lobster Sale for $2.1 Billion 

 

Robust Process Maximized Value / Minimized Risk from Red Lobster 
 $2.113 billion in cash 

 Purchase multiple of ~9x April LTM EBITDA 

 Competitive sale process: ~70 financial and strategic 

buyers and ~25 real estate buyers 

 ~$1 billion of net proceeds for debt repayment 

 ~$500-$600 million to be deployed for a total FY2015 

share repurchase program of up to $700 million 

  Investment grade credit profile to remain intact 

 $2.20 per share dividend to be maintained 

 Accretive to Darden’s long-term earnings growth 

 Reduces variability of Darden’s quarterly sales and earnings  

 Unanimously approved by Darden Board (11 of 12 members 

are independent) after assessing strength of auction and risk 

of Red Lobster business turnaround 
 

$2.1 Billion Represents a Premium Transaction Multiple… 

 
 

. . . Despite Red Lobster’s Declining Operating Trends 

 

 

 Delaying the Red Lobster sale could have materially reduced value achieved and 

would have increased the risk and volatility of Darden ownership 
     FY2013  FY2014 

Q1 Q2 Q3 Q4  Q1 Q2 Q3 March April 
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8.0 x 6.9 x 7.8 x 7.8 x 7.9 x

5.8 x

8.4 x 9.1 x 8.0 x 7.7 x

Recent Casual Dining Transaction Multiples Enterprise Value / LTM EBITDA
Median : 7.9x

Red Lobster:  ~9x (Forward multiple higher given declining trends)

Tilman 

Fertitta / 

Landry's

Oak Hill / 

Dave & 

Buster's

Kelso & Co. / 

Logan's 

Roadhouse

Golden Gate 

Capital / 

California 

Pizza Kitchen

Landry's / 

McCormick & 

Schmick's 

Seafood

Centerbridge / 

P.F. Chang's

Angelo 

Gordon / 

Benihana

Thomas H Lee 

/ Fogo De 

Chao¹

Apollo / CEC 

EntertainmentFidelity 

National / 

O'Charleys

$342 $342
$311 $307

$277 $261 $243 $230 $229

12.9% 12.9% 12.0% 11.7% 10.7% 10.2% 9.7% 9.3% 9.3%

(4.6)%
(2.2)%

(4.4)%

4.2%

(5.9)% (7.4)%

(14.3)%
(10.0)% (8.8)%

(2.6)% (2.7)%

(6.6)%

3.2%

(5.2)% (4.5)%

(8.8)% (7.6)%

(3.6)%

(4.0)% (3.3)%
(5.1)%

2.3%

(3.3)%
(4.5)%

(6.5)% (7.0)%

(3.3)%

EBITDA margin compression of 

360bps since Q1 FY2013 

EBITDA decline of 33% since 

Q1 FY2013 
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Starboard’s Assertions Are Based on Incorrect and Unrealistic Analysis 1i

2
 

 

 
 

 

Many Analysts Understand the Value Achieved. . . 
“The 9x EBITDA valuation for the trailing 12 months through February still represents a reasonable deal for DRI, in our view, while providing an opportunity for DRI 
to (1) strengthen its balance sheet; and (2) turn operational focus toward turning around operations at the flagship Olive Garden concept.” - Miller Tabak, 16-May-2014 

“We believe the firm is receiving adequate compensation for Red Lobster, as the purchase price (which represents 9.2 times Red Lobster's trailing 12-month EBITDA of 
$229 million) is slightly ahead of the standalone valuation range of $1.6 billion to $2.0 billion we estimated when the potential separation of Red Lobster was announced.” 

- Morningstar, 16-May-2014 

“We recognize this as a positive development for Darden, allowing management to: 1) jettison its struggling Red Lobster division for what appears to be a fair price 

(quoted at ~9x Red Lobster trailing 12 month EBITDA).” - Wunderlich Securities, 16-May-2014 

“The sale price is about what the Street was expecting.” - Janney Capital Markets, 16-May-2014 

“We believe Darden received a fair price for the Red Lobster business, comparable with similar restaurant transactions and slightly above our estimated stand-alone 
valuation.” - Telsey Advisory Group, 19-May-2014 
 

. . . And the Positive Implications for Darden 
 

“Absent recent activist involvement, we believe investors would have appreciated the strategic merit of such a transaction; monetizing the most volatile brand, while 

allowing for renewed focus on resurrecting the Olive Garden (OG) brand.” - Barclay’s, 16-May-2014 

“We believe that the sale of Red Lobster is a long-term positive for DRI as it reduces the volatility of the Company's financial performance and will provide for reduction in 

debt.” - Sterne Agee, 16-May-2014 

“The net impact of this transaction is that Darden will be a high dividend yielding company without the volatility and ongoing earnings drag from Red Lobster.” - RBC, 

16-May-2014 

“We view the announcement as generally positive in terms of a resolution whereby the company can now turn its full efforts toward improving Olive Garden trends.” - 

Piper Jaffray, 18-May-2014 

“The sale of RL should result in less earnings volatility for DRI, but should allow management to focus on improving sales at Olive Garden, as we believe improved sales 

trends at OG are critical to driving EPS growth and meaningful share appreciation for DRI.” - KeyBanc Capital Markets, 19-May-2014 

“We still believe the path to creating long-term shareholder value lies within DRI's ability to drive better core operating performance for remaining brands, as opposed to 
financially reengineering the company.” - Baird, 22-May-2014 

                                            
Note: $ in millions.  Bolding added for emphasis.  Permission to quote or attribute the third-party sources above was neither sought nor obtained. 

Source: Capital IQ, press releases, public filings 
1 Source: Duff and Phelps. 
2 Reflects current April estimate for Knapp TrackTM of (0.3)%. 
3 Starboard assumption: pro forma operating EBITDA assumes Red Lobster LTM EBITDA of $229 million less assumed rental income of $119 million.  
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In its May 22 letter and associated graph, Starboard incorrectly:

 Assumes that real-estate could be “sold tax-free” (or incorrectly that a REIT or RMT is a viable alternative). Reality is that majority of taxes in this transaction 

resulted from the sale of the real estate given that no tax-free alternative was available.

 Ignores the robust value for real estate achieved due to competitive auction process. Reality is this implied real estate value is unlikely to be achieved in a stand-alone 

public Red Lobster, Red Lobster REIT or Darden REIT.

 Attributes all transaction taxes to OpCo and reduces after-tax proceeds by pre-tax value of real estate financing / sale which results in a misleading conclusion.  

Reality is value paid for OpCo after robust auction process is significantly more. 

Post Sale Leaseback Red Lobster Profile

 Pro Forma LTM Margin: 4.3%

 FY11-FY14E Avg. Capex: ~$160mm (~6% of sales)

 FY15E Capex: ~$85mm (~3% of sales)

 LTM EBITDA – FY15E Capex: ~$33mm (~1% of sales)

Red Lobster or Darden REIT Is Not a Viable “Tax Efficient” Alternative

 Would trade likely at a meaningful discount to publicly-traded triple net lease REITs

 Exposure to a single property type and single tenant reduces multiple

 Meaningful friction costs including, but not limited to, debt breakage costs

 Pressure on Darden’s trading multiple and risk to investment grade rating

Expansive Real Estate Process Did Not Result in any “Tax-Efficient" Proposals

 Broad group of real estate buyers were contacted during publicly announced Red Lobster process

 Darden considered all potential transaction structures

 Size of Red Lobster real estate portfolio would negatively impact tenant diversity for smaller buyers

 Even larger buyers had reduced interest given tenant concentration concerns

 Ultimately, value maximized through sale to large diversified REIT

 Provides further evidence that Starboard's assertions regarding availability of "tax-efficient" 

buyers/structures is unrealistic and not based on facts
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Operating metrics have been 

declining.



 

 

 

Non-GAAP Information 

The information included in these materials include financial information determined by methods other than in accordance with accounting principles 

generally accepted in the United States of America (“GAAP”), such as Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA). 

The Company’s management uses these non-GAAP measures in its analysis of the Company’s performance. The Company believes that the 

presentation of certain non-GAAP measures provides useful supplemental information that is essential to a proper understanding of the operating 

results of the Company’s businesses. These non-GAAP disclosures should not be viewed as a substitute for operating results determined in 

accordance with GAAP, nor are they necessarily comparable to non-GAAP performance measures that may be presented by other companies.  

Important Additional Information 

The Company, its directors and certain of its executive officers are participants in the solicitation of proxies from the Company’s stockholders.  The 

Company intends to file a preliminary proxy statement and proxy card with the U.S. Securities and Exchange Commission (the “SEC”) in connection 

with any such solicitations of proxies from the Company’s stockholders.  Information regarding the names and interests of such participants in the 

Company’s proxy solicitation is set forth in the Company’s revocation solicitation statement, filed with the SEC on April 1, 2014 and will also be 

included in the applicable proxy statement.  These documents are available free of charge at the SEC’s website at www.sec.gov. 

The Company will be mailing a definitive proxy statement and proxy card to the stockholders entitled to vote at the applicable meeting.  WE URGE 

INVESTORS TO READ ANY PROXY STATEMENT (INCLUDING ANY SUPPLEMENTS THERETO) AND ANY OTHER RELEVANT 

DOCUMENTS THAT THE COMPANY MAY FILE WITH THE SEC CAREFULLY AND IN THEIR ENTIRETY WHEN THEY BECOME 

AVAILABLE BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION.  Stockholders will be able to obtain, free of charge, copies of 

any proxy statement and any other documents filed by the Company with the SEC in connection with the possible proxy solicitations at the SEC’s 

website at www.sec.gov.  In addition, copies will also be available at no charge at the Investors section of the Company’s website 

at http://investor.darden.com/investors/investor-relations/default.aspx. 

 

Forward-looking Statements 

 

These materials contain forward-looking statements concerning the Company’s expectations, goals or objectives. Forward-looking statements in this 

communication regarding our expected ability to maintain our investment grade credit rating and dividend policy, our expected earnings growth and 

variability in quarterly sales and earnings and all other statements that are not historical facts, including without limitation statements concerning our 

future economic performance, plans or objectives and expectations regarding the sale of Red Lobster, benefits to Darden and its shareholders from 

such sale and related matters, are made under the Safe Harbor provisions of the Private Securities Litigation Reform Act of 1995. Any forward-

looking statements speak only as of the date on which such statements are made, and we undertake no obligation to update such statements to reflect 

events or circumstances arising after such date except as required by law. We wish to caution investors not to place undue reliance on any such 

forward-looking statements. By their nature, forward-looking statements involve risks and uncertainties that could cause actual results to materially 

differ from those anticipated in the statements. The most significant of these uncertainties are described in Darden's Form 10-K, Form 10-Q and Form 

8-K reports (including all amendments to those reports). These risks and uncertainties include the ability to achieve Darden’s strategic plan to 

enhance shareholder value including realizing the expected benefits from the sale of Red Lobster, the occurrence of any event, change or other 

circumstances that could give rise to the termination of the agreement to sell Red Lobster, the outcome of any legal proceeding that may be instituted 

against Darden relating to the Red Lobster transaction or otherwise, the failure of the Red Lobster transaction to close for any reason including non-

Darden Restaurants, Inc.

Red Lobster Sale Fact Sheet

Non-GAAP Reconciliation

($ in millions)

Q1 FY13 Q2 FY13 Q3 FY13 Q4 FY13 Q1 FY14 Q2 FY14 Q3 FY14 Mar 30 2014 Apr 27 2014

Earnings Before Interest and Taxes (EBIT):

Sales From Continuing Operations - As Reported 2,655.2$   2,642.4$   2,600.1$   2,622.4$   2,586.3$   2,557.6$   2,499.4$   2,475.8$   2,469.1$   

Earnings After Taxes From Continuing Operations - As Reported 167.6        166.7        142.8        141.1        118.3        103.5        94.5          80.0          78.4          

Interest Expense - As Reported (0.4)           (0.4)           (0.2)           (0.0)           (0.0)           (0.1)           (0.1)           (0.1)           (0.1)           

Income Taxes - As Reported 65.0          63.1          54.6          50.0          40.1          35.9          24.1          24.1          24.1          

EBIT 232.2$      229.4$      197.2$      191.0$      158.4$      139.4$      118.5$      104.0$      102.4$      

Depreciation & Amortization 110.0        112.3        114.2        115.9        118.9        121.9        124.8        125.8        126.6        

Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA):

EBITDA 342.2$      341.7$      311.4$      306.9$      277.3$      261.2$      243.3$      229.7$      229.0$      

EBITDA Margin 12.9% 12.9% 12.0% 11.7% 10.7% 10.2% 9.7% 9.3% 9.3%

Twelve Months Ended:

http://www.sec.gov/
http://www.sec.gov/
http://investor.darden.com/investors/investor-relations/default.aspx


 

 

fulfillment of any conditions to close, the timing of the completion of the transaction, actions of activist investors and the cost and disruption of 

responding to those actions, food safety and food-borne illness concerns, litigation, unfavorable publicity, risks relating to public policy changes and 

federal, state and local regulation of our business including health care reform, labor and insurance costs, technology failures, failure to execute a 

business continuity plan following a disaster, health concerns including virus outbreaks, intense competition, failure to drive sales growth, failure to 

successfully integrate the Yard House business and the additional indebtedness incurred to finance the Yard House acquisition, our plans to expand 

our smaller brands Bahama Breeze, Seasons 52 and Eddie V's, a lack of suitable new restaurant locations, higher-than-anticipated costs to open, 

close, relocate or remodel restaurants, a failure to execute innovative marketing tactics and increased advertising and marketing costs, a failure to 

develop and recruit effective leaders, a failure to address cost pressures, shortages or interruptions in the delivery of food and other products, adverse 

weather conditions and natural disasters, volatility in the market value of derivatives, economic factors specific to the restaurant industry and general 

macroeconomic factors including unemployment and interest rates, disruptions in the financial markets, risks of doing business with franchisees and 

vendors in foreign markets, failure to protect our service marks or other intellectual property, impairment in the carrying value of our goodwill or 

other intangible assets, a failure of our internal controls over financial reporting, or changes in accounting standards, an inability or failure to manage 

the accelerated impact of social media and other factors and uncertainties discussed from time to time in reports filed by Darden with the Securities 

and Exchange Commission.  

 

 

 

 

 
 


