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Big changes in the financial world that will impact 
2018 results… 



Revenue Recognition Refresher
Presented on a new standard basis beginning Q1 2018



What is not impacted?

• Royalty income recognition

• Rental income

• Expense recognition

• Overall cash flows of the business

• Cash taxes and effective tax rate

Franchisee incentives now recorded as reduction of franchise fees  
generally over remaining life of respective franchise agreement

No impact to overall cash flows or how we operate our business



What is not impacted? What is impacted?

• Royalty income recognition

• Rental income

• Expense recognition

• Overall cash flows of the business

• Cash taxes and effective tax rate

• Franchise fees, including initial 
and renewal fees (all segments)

• Advertising fund presentation

• Ice cream royalty allocation

• Other immaterial revenue streams

• Franchisee incentives

Franchisee incentives now recorded as reduction of franchise fees  
generally over remaining life of respective franchise agreement

No impact to overall cash flows or how we operate our business



Franchise Fees: Driving Future Revenue Growth

• Franchise fee revenue growth will be driven by:

• Net development

• Potential changes to market rates over time (i.e. renewals at  higher market rates)

Generally, an opening will generate annual franchise fee revenue (i.e. 1/20th of initial fee)

BASE BASE BASE BASE BASE BASE

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

* Consolidated Dunkin’ Brands, as restated for revenue recognition

Net new stores added
to revenue

Original store base 
continues to provide  

steady revenue stream

Consistent, recurring consolidated franchise fee revenue stream into the future

$22.7M*



Advertising Funds: Consolidate Results with DNKN

Gross up of revenues and expenses

• FY 2017 gross revenue of  $471M

• FY 2017 gross expense of $476M (variance due to reclassification of marketing 
costs historically included in G&A)

Advertising fund revenues and expenses will offset, except for:

• Fund in a cumulative deficit – expenses will exceed revenues

• Fund returns to a surplus – revenues will exceed expenses



Tax Reform: Expected Corporate & Franchisee Benefits

• Federal corporate tax rate decreased from 35% to 21%

• Potential limitation on interest deduction

• Sweeping changes to international tax provisions

• Working through international changes

• Reduction of benefit received from state and local 
taxes

• Expect cash tax savings of app. $35M

• Primarily pass-through entities 

• Potential beneficial tax reform provisions: 

• Generally can exclude 20% of profit as pass-
through entity

• Favorability of expensing qualified equipment

• Lowered individual rates 

Relevant corporate tax reform provisions: Franchisee benefits: 

Expected DNKN 2018 effective tax rate: ~28%



The world has changed dramatically since our 
last Investor & Analyst Day…



Who would have 
predicted this?

U.K. Votes to Leave the European Union

June 2016 



Donald Trump Elected 45th President

November 2016

Who would have 
predicted this?



The digital currency draws increasing 
attention and surges to all-time highs

December 2017

Who would have 
predicted this?



…with all this change, we need to change too.



So we are redefining “long-term” guidance
as a three-year time horizon.



Our Financial Targets1

Fiscal 2018 Long Term (2 more years: 2019-2020)

DD U.S. Comps ~1% growth Low single digit % growth accelerating to 3% as Blueprint 
rolls out

DD U.S. Development, Net > 275 net new restaurants
~3%growth

1,000 net new restaurants in 3 years

BR U.S. Comp Low single digit % growth Low single digit % growth

BR U.S. Development, Net 0 - 10 net new stores 0 - 10 net new stores

International 
Development, Net

No longer providing guidance

Other Revenue High single digit % growth High single digit % growth

Revenue Low to mid single digit % growth Low to mid single digit % growth

Profit from Sale of Ice 
Cream & Other Products2

Flat compared to 2017 from a profit $ standpoint No guidance

G&A Expense ~5% reduction from 2017 G&A expense 2% - 3% growth annually

Joint Venture                     
Net Income

Down approximately 20% from 2017 No guidance

(1) Excludes impact of additional investment into the Blueprint 

(2) Profit includes sales less costs of ice cream and other products, as well as amount allocated to royalty income from sales of ice cream under the new revenue recognition standard



Our Financial Targets1 – cont’d
Fiscal 2018 Long Term (2 more years: 2019-2020)

Operating & Adjusted 
Operating Income

Mid to high single digit % growth Mid to high single digit % growth

Effective Tax Rate ~28% ~28%

Total Shares 
Outstanding

92M
Assumes share repurchase to offset dilution only

No guidance

GAAP EPS $2.20- $2.29 No guidance

Adjusted EPS2 $2.40 - $2.45 No guidance

Interest Expense, Net ~$125M ~$125M
Assumes no change tocapital structure

Capex ~$25M ~$25M

(1) Excludes impact of additional investment into the Blueprint 

(2) Refer to Dunkin’ Brands Investor Relations website for reconciliation of non-GAAP measures to GAAP measure. 



Investment into                       
Blueprint for DD U.S. Growth



Accelerating the Blueprint for DD U.S. Growth

• Focus areas will include: 

• Accelerating digital leadership

• Improving restaurant experience

• NextGen rollout

• Testing equipment: label printers, tap systems, high volume brewers, and espresso 
machines 

• Likely to be a combination of capital expenditures and franchisee incentives

• Capital is depreciated over the life of the asset

• Franchisee incentives reduce revenue over the remaining franchisee term

• Cash to be deployed over the next few years

Investing to support beverage-led, on-the-go strategy



Asset-Light Model Strength
Facilitates shareholder-friendly capital structure



Dec ’17    Dec’18    Feb’19    Nov’20    Nov’21    Feb’22    Nov’23    Nov’24    Nov’25   Nov’26    Nov’27 

Callable 
at Par

Callable 
at Par

Callable 
at Par

As of 
December 
30, 2017 
$3.1B 
outstanding 
Class A2 
Notes: 
Blended 
Rate 3.925%

2015 A-2-II 
Notes: 

$1.7B @ 3.98%

2017 A-2-I 
Notes: 

$0.6B @ 3.629%

2017 A-2-II 
Notes: 

$0.8B @ 4.03%

Anticipated Repayment Date

Deleverage
• EBITDA growth & required amortization payments
• Anticipate being back in market app. every 2 years

Dividends
• Raised quarterly dividend by 7.75% from $0.3225 

in 2017 to $0.3475 in Q1 2018
• Estimated Payout Ratio remains above 50%  

“Asset-Light” Model Allows for Leveraged Capital Structure
In conjunction with high-level of on-going financial flexibility

Share Repurchase
• Offset dilution from exercising of stock options
• Share Repurchase remains a strategic tool to return 

capital to our investors  
4.4X

5.2X

4.6X
4.4X

5.2X

4.6X

5.5X

Q4 2011 Q4 2012 Q4 2013 Q4 2014 Q4 2015 Q4 2016 Q4 2017

Leverage Ratio Trend

Lever-up Lever-up
Lever-up

4.2X

4.2X Q417 leverage ratio
• Includes $641M of net 

proceeds from Q417    
re-finance transaction
•Net of proceeds, 2017 

pro forma leverage ratio 
equals 5.5X



$2 billion returned to shareholders                                
since July 2011 IPO…



The “Perks” of 
Investing in 

Dunkin’ Brands
ÁReliable and diversified 
financial results

ÁAsset-light, 100% 
franchised model

ÁStrong free cash flow 
conversion



Q&A
Nigel Travis, Chairman & CEO

Dave Hoffmann, President of Dunkin’ Donuts U.S.

Kate Jaspon, CFO


