Pizza Inn, Inc. Reports Results for the Second Quarter Fiscal Year 2007

THE COLONY, Texas, Feb. 7 /PRNewswire-FirstCall/ -- PIZZA INN, INC. (Nasdaq: PZZ| - News) today
reported a net income per share for its second fiscal quarter ended December 24, 2006 of $0.01 versus a
net loss of ($0.06) per share for the same quarter last year. The quarter resulted in net income of $152,000
versus a net loss of ($601,000) for the same quarter last year on revenues of $12.4 million and $12.8
million, respectively.

* Conparabl e buffet restaurant sales increased 0.6% for the quarter.
Donmesti ¢ chai n-wi de conparabl e restaurant sal es decreased 1.3%for the
quarter.

* Total donestic chain-wi de restaurant sal es decreased 6% for the
quarter due to the decrease in conparable restaurant sales and a net
reduction in franchi sed restaurants.

* Excluding the inpact of gains on sale of assets and rental incone, the
Conpany's revenues decreased approximately 8% or $1, 028, 000,
primarily due to the Conpany's recent decision to reduce the prices of
key food and supply products sold to franchi sees through the Conpany's
di stribution division, |ower chain-w de restaurant sales, as discussed
above, | ower cheese prices, and | ower equi pnent sales. The resulting
reductions in food and supply sales and royalty revenue were partially
of fset by increased restaurant sales at conpany-owned restaurants as a
result of the opening of three conpany-owned buffet restaurants in
fiscal year 2006

* During the quarter, the Conpany incurred $375,000 of |legal fees, as
compared to $442,000 in the prior year, which is reflected in genera
and adm ni strative expenses.

* During the quarter, the Conpany incurred non-cash stock conmpensation
expense of $55,000 as conpared to $94,000 in the prior year, which is
reflected in general and administrative expenses.

* During the quarter, the Conpany recognized a $108, 000 benefit fromthe
reduction to the provision for litigation costs due to the reduction
of accounts payable to PepsiCo as a result of the Conpany's recent
settlenment with Pepsi Co, which is broken out separately in the
st at ement of operations.

The Company's President and CEO, Tim Taft, commented, "Much has been accomplished in the pursuit of
turning around this brand. Franchisees report being healthier than they have been in a long while and, with
the recent hiring of Charlie Morrison (CFO) and Susan Gray (Training, HR), we have a complete
management team capable of significantly affecting our positive momentum.”

Certain statements in this press release, other than historical information, may be considered forward-
looking statements, within the meaning of the "safe harbor" provisions of the Private Securities Litigation
Reform Act of 1995, and are subject to various risks, uncertainties and assumptions. Should one or more of
these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results
may differ from those anticipated, estimated or expected. Among the key factors that may have a direct
bearing on Pizza Inn's operating results, performance or financial condition are its ability to implement its
growth strategies, national, regional and local economic conditions affecting the restaurant/ entertainment
industry, competition within each of the restaurant and entertainment industries, store sales cannibalization,
success of its franchise operations, negative publicity, fluctuations in quarterly results of operations,
including seasonality, government regulations, weather, commaodity, insurance and labor costs.

Pizza Inn, Inc. (http://www.pizzainn.com ) is headquartered in The Colony, Texas, along with its distribution
division, Norco Restaurant Services Company. Pizza Inn franchises approximately 282 domestic and 77
international restaurants and owns three restaurants with annual domestic and international chain-wide
sales of approximately $145 million.

For nore information contact:
Charlie Mrrrison

Chi ef Financial O ficer

(469) 384-5203



Pl ZZA I NN, | NC
CONDENSED CONSCLI DATED STATEMENTS OF OPERATI ONS
(I'n thousands, except per share anpunts)
(Unaudi t ed)

Three Mont hs Ended Si x Mont hs Ended
Decenber 24, Decenber 25, Decenber 24, Decenber 25,
2006 2005 2006 2005
REVENUES:
Food and supply
sal es $10, 232 $11, 215 $20, 620 $22, 523
Franchi se revenue 1,118 1,199 2,307 2,379
Rest aur ant sal es 375 339 745 557
Gain on sale of assets 554 --- 564 147
Rental income 146 --- 179 ---
12, 425 12, 753 24,415 25, 606
COSTS AND EXPENSES
Cost of sales 10, 207 11, 060 20, 385 22,153
Franchi se expenses 746 793 1,418 1,601
General and
admi ni strative
expenses 1,154 1,581 2,745 3,171
Provi sion for
litigation costs (108) --- 302 ---
I nterest expense 274 199 474 368
12, 273 13, 633 25, 324 27,293
| NCOVE (LOSS) BEFORE
| NCOVE TAXES 152 (880) (909) (1, 687)
Credit for incone taxes --- (279) --- (596)
NET | NCOVE (LGSS) $152 $(601) $(909) $(1, 091)
Basi ¢ i ncome (Il o0ss)
per common share $0. 01 $(0. 06) $(0.09) $(0.11)
Diluted i ncome (Il oss)
per comon share $0. 01 $(0.06) $(0.09) $(0.11)
Wei ght ed average conmmon
shar es out st andi ng 10, 138 10, 108 10, 138 10, 119
Wei ght ed average comon
and potential dilutive
conmon shares
out st andi ng 10, 138 10, 108 10, 138 10, 119

Pl ZZA I NN, | NC
CONDENSED CONSOLI DATED BALANCE SHEETS
(I'n thousands, except share anpunts)

Decenber 24, June 25
ASSETS 2006 2006



(unaudi t ed)

CURRENT ASSETS
Cash and cash equival ents $287 $184
Accounts receivable, |ess all owance
for doubtful accounts of $331 and

$324, respectively 2,625 2,627
Accounts receivable -- related parties 364 452
Not es receivable, current portion

| ess al | owance 28 52
I nventories 1, 560 1,772
Assets held for sale 383 ---
Current deferred i nconme tax asset 1,138 1, 145
Prepai d expenses and ot her 411 299

Total current assets 6, 796 6, 531

LONG TERM ASSETS
Property, plant and equi prent, net 1, 008 11,921
Non-current notes receivable 16 20
Re-acquired devel opnent territory, net 335 431
Deposits and ot her 305 98
$8, 460 $19, 001

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
CURRENT LI ABI LI TI ES

Accounts payable -- trade $2, 843 $2, 217
Accrued litigation expenses 410 2, 800
O her accrued expenses 1,839 1,991
Current portion of |ong-term debt --- 8, 044
Total current liabilities 5,092 15, 052
LONG TERM LI ABI LI TI ES

O her long-termliabilities 654 437
5,746 15, 489

COVM TMENTS AND CONTI NCGENCI ES

SHAREHOLDERS' EQUI TY
Common Stock, $.01 par val ue
aut hori zed 26, 000, 000 shares;
i ssued 15, 090, 319 and 15, 090, 319
shares, respectively; outstanding
10, 138, 494 and 10, 138, 494 shares,

respectively 151 151
Addi ti onal paid-in capital 8,523 8,426
Ret ai ned ear ni ngs 13, 684 14, 593
Accunul at ed ot her conprehensive |oss --- (14)

Treasury stock at cost
Shares in treasury: 4,951,825 and

4,951, 825, respectively (19, 644) (19, 644)
Total sharehol ders' equity 2,714 3,512
$8, 460 $19, 001

Pl ZZA I NN, | NC
CONDENSED CONSOLI DATED STATEMENTS OF CASH FLOWS
(I'n thousands)
(Unaudi t ed)

Si x Mont hs Ended
Decenber 24, Decenber 25
2006 2005



CASH FLOWS FROM OPERATI NG ACTI VI Tl ES

Net | oss
Adj ustnents to reconcile

net loss to

cash used in operating activities:
Depreci ati on and anorti zation

Deferred rent expense

St ock conpensati on expense
Liti gati on expense accrua

Gain on sale of assets
Def erred revenue

Changes in operating assets and liabilities:

Not es and accounts receivable

I nventories

Account s payable -- trade

Accrued expenses

Prepai d expenses and ot her

Cash used in operating

activities

CASH FLOWNS FROM | NVESTI NG ACTI VI Tl ES

Proceeds from sal e of assets

Capi tal expenditures

Cash provided by (used for)

i nvesting activities

CASH FLOANS FROM FI NANCI NG ACTI VI Tl ES

Def erred financing costs
Change in line of credit,

net

Repaynents of |ong-term bank debt

Proceeds from exercise of stock options

Cash (used for) provided by

financing activities

Net increase in cash and cash equival ents

Cash and cash equival ents,
of period
Cash and cash equival ents,

begi nni ng

end of period

$(909)

448
3
97
302
(564)
196

118
212
626

(3, 096)

(331)

(2, 898)

11, 319
(248)

11,071

(26)

(8, 044)

(8, 070)
103

184
$287

$(1,091)

568
31
197

(147)

195
(425)

645
(385)

70

(342)

474
(1, 315)

(841)

1, 381
(2009)
22

1, 194
11

173
$184



