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PART I.
Item 1. BUSINESS

AFC Enterprises, Inc. (“AFC” or “the Company”) ddeps, operates, and franchises quick-service remttsl (“QSRs” or “restaurants”
under the trade names Popefes Chicken & BiscudsPapeye® Louisiana Kitchen (collectively “Popeye¥Vithin Popeyes, we mane
two business segments: franchise operations angamywperated restaurants. Financial information coriogrthese business segments
be found in Note 20 to our Consolidated Financtat&nents.

Popeyes Profile

Popeyes was founded in New Orleans, Louisiana if21&nd is the world’s second largest qusekvice chicken concept based on
number of units. Within the QSR industry, Popeyesimbuishes itself with a unique “Louisianatyle menu that features spicy chicl
chicken tenders, fried shrimp and other seafoatipemns and rice and other regional items. Pogeyehighly differentiated QSR brand wit
passion for its Louisiana heritage and flavorfuhamtic food.

As of December 30, 2012, we operated and franctisBa¥ Popeyes restaurants in 47 states, the &isfriColumbia, Puerto Rico, Gue
the Cayman Islands and 26 foreign countries. The Ipetow shows the concentration of our domestiatgants by state.

Fotal Operating Restaurants as of December 30, 2012

Domestic restaurants:

Company-operated 45

Franchized 1,634 £
Internastional restaurants =

Franchised 425 . 4'
Worldwide restaaraniz 2. 104 ‘ ' i »

S0+ restaurants in the stare

1 — 4% restaurants in the state
| =9 restaurants in the state :

Mo pregsence in the state

As of December 30, 2012, of our 1,634 domestic dnéged restaurants, approximately 70% were coreeatrin Texas, Californi
Louisiana, Florida, lllinois, Maryland, New York, eé8rgia, Virginia and Mississippi. Of our 425 intational franchised restaurai

approximately 60% were located in Korea, Canadd,Taimkey. Of our 45 compangperated restaurants, approximately 80% were coratet
in Louisiana and Tennessee.

Financial information concerning our domestic amtlinational operations can be found in Item 7, fisgements Discussion and Analy:
of Financial Condition and Results of Operatiomsthis Annual Report on Form 10-K.
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Our Business Strategy

Through its strategic plan, the Company has acHiewementum in growing shareholder value througkrnis¢ focus on its single bra
Popeyes Louisiana Kitchen. To accelerate that mtumgrthe Company remains fully engaged in the eti@cwf the original four pillars of i
strategic plan launched in 2008. Those pillarsaaréollows:

. Build a Distinctive Branc

With bold, flavorful food promoted by relevant adiging, national media impact and a spokesperdon ngsonates wi
a broad consumer audience, Popegasphasis on growing a distinctive brand has fuel&d10% cumulative increase
same stores sales over the last two y¢

For four years in a row, our domestic sast@re sales outpaced the chicken QSR and the €fiirecategory according
independent dati

. Run Great Restaurar

Popeyes use of metric-driven scorecards to mea&saake restaurarg’performance in terms of guest experience, cy
operations, sales, and profits is a key differéatiaof our brand. In 2012, our enhanced Guest Hepee Monito
(“GEM”) yielded higher response rates, and identified aoéagpportunity to deliver service that matches goality of
our food. As of ye~end, approximately 70% of guest respondents rabeyes service a 5 out of 5 on the guest sul
We finished 2012 with over 400 restaurants in tlesvrPopeyes Louisiana Kitchen image and approximatél
additional restaurants in progress. We expect te lover 60% of our domestic system in the new intag¢he end ¢
2013.

. GrowoRestaurant Profii

O

Popeyes domestic free standing restaurants haleegbeestaurant profitability gains in dollars four consecutive year
Average restaurant operating profit margins, befem, of Popeyes domestic freestanding franchissthurants ha
increased to more than 20% through the end ofting tjuarter of 2012. Average restaurant operagpirgdit increased k
approximately $30,000 over last year, for a -ovel-year growth rate of approximately 19

Our strong sales performance and continued focusoshsaving initiatives offset commodity inflatioh approximatel
2% for the full year 2012. For 2013, we expect cadity costs to be essentially flat year-oyear, based on curre
market indications

. Accelerate Quality Restaurant Openil

o}

The annual new restaurant growth of our globalesydtas averaged approximately 6% over the lastafs)
As a result of rigorous site selection and strammdhisee partners, the average first year sal®opéyes new domes
freestanding restaurants are exceeding the odaibstic system average by approximately 4
We believe the Popeyes operating system and oaipliied real estate selection will continue toided new Popeye
restaurants with strong returns on investmentiferGompany portfolio as well as for our franchis@ése contribution t
earnings made by companoyperated restaurants is accretive to our sharefsplded fuels our investment in our franc
system.
We believe the acquisition of restaurants in Mirmt@sand California will accelerate our developmenthese under-
penetrated areas while providing an opportunitygfmwth by high performing franchiset

" Of our 2013 expected adjusted earnings per shampsmately $0.10 will be derived from otiene fee:

associated with the conversion of these acquirstueants
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© Popeyes International continued its focus on sttesrgng existing markets and laying the groundwiorkfuture growth

In the 4th quarter, 20 new restaurants were opértechationally, bringing total openings to 57 tbe year. The initii
sales results of these restaurants are trendirfgehithan the international system average as dt relsimproved sit
selection, new restaurant marketing support arfdréifitiated brand messagir

In addition to these original four strategic pilathe Company added a fifth strategic pillar dy@912 designed to sustain brand mome!
and profitability in the future.

" Creating a Culture of Servant Lead

Our stated Popeyes purpose is “to inspire serveaddrs to achieve superior resultS&rving others and develop
leaders is the essence of what we do for a livilgh our fifth pillar, we are building a culture drpeople capabilit
which we believe will translate to a meaningful qtitive advantage in our team meml’ and gues’ experience

The Company believes that our strategic plan volttue to keep us focused on the essential elem@Enthain restaurant succes
differentiated and innovative brand, a delightfulegt experience in a beautiful restaurant enviroimend a growing franchisee netw
experiencing strong profitability and sound investinreturns. This is how we plan to deliver ourvgio goals and create value for
shareholders.

The following features of the Company are matddahe execution of our initiatives and businesatsgies discussed above.
Our Agreements with Popeyes Franchisees

Our strategy places a heavy emphasis on incredsengumber of restaurants in the Popeyes systemughrfranchising activities. As
December 30, 2012, we had 340 franchisees operadgigurants within the Popeyes system, and sepegphring to become operators.
largest domestic franchisee operates 143 restauasuak our largest international franchisee operHddsrestaurants. The following discus:
describes the standard arrangements we enter ititmur Popeyes franchisees.

Domestic Development Agreement®ur domestic franchise development agreementdgeduor the development of a specified numbe
Popeyes restaurants within a defined geographiitamr. Generally, these agreements call for thegettgpment of the restaurants ove
specified period of time, usually three to five ggawith targeted opening dates for each restautmt Popeyes franchisees currently p
development fee ranging from $7,500 to $12,500restaurant. Typically these development fees aict\phen the agreement is executed,
are non-refundable.

International Development AgreementsOur international franchise development agreememés similar to our domestic franck
development agreements, though the development fiiames can be longer with development fees of a)$15,000 for each restaur
developed. Depending on the market, limited subefnésing rights may also be granted.

Domestic Franchise Agreementskollowing the execution of a development agreemwst enter into a franchise agreement with
franchisee that conveys the right to operate aifipétopeyes restaurant at a site to be selectethéyranchisee and approved by us w
180 days from the execution of the franchise agesgnOur current franchise agreements generallyigieofor payment of a franchise fee
$30,000 per location. Based on our developmentniigee programs, in some circumstances the frandeisecould be reduced or elimina
altogether.

These agreements generally require franchiseesayoap5% royalty on net restaurant sales. In additftanchisees must contribute
national and local advertising funds. Paymenth&advertising funds are generally 4% of net reatstusales. Some of our institutional
older franchise agreements provide for lower ragaland advertising fund contributions.
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International Franchise AgreementsThe terms of our international franchise agreeman¢ substantially similar to those included im
domestic franchise agreements, except that theszmgnts may be modified to reflect the mobltional nature of the transaction an
comply with the requirements of applicable localkda Our current international franchise agreemeetserally provide for payment o
franchise fee of up to $30,000 per location. Initold, the effective royalty rates may differ frothose included in domestic franct
agreements, and may be lower due to the greatebewaf restaurants required to be developed bym@mational franchisees.

All of our franchise agreements require that oanéhisees operate restaurants in accordance witedimed operating procedures, ad|
to the menu established by us, and meet applicpidéty, service, health and cleanliness standaktis may terminate the franchise right:
any franchisee who does not comply with these statsdand requirements.

Site Selection

For new domestic restaurants, we assist our fragekiin identifying and obtaining favorable sitessistent with the overall market plan
each development area. Domestically, we primanihpleasize freestanding sites with drive-thrus anti*eap, in-line” stripmall sites witl
ample parking and easy access from high traffidsoa

Each international market has its own factors teat to venue and site determination. In intermationarkets, we use different ven
including freestanding, iline, food court and other nontraditional venuesrkét development strategies are a collaborativegss betwet
Popeyes and our franchisees so we can leveragenacket knowledge.

Suppliers and Purchasing Cooperative

Suppliers. Our franchisees are required to purchase all dignts, products, materials, supplies and otherdteecessary in the operatiol
their businesses solely from suppliers who haven leggproved by us. These suppliers are requireddet or exceed strict quality cont
standards, and they must possess adequate capagityply our restaurant system reliably.

Purchasing Cooperative.Supplies are generally provided to our domestaadhised and compamperated restaurants pursuant to st
agreements negotiated by Supply Management Sepviweg*SMS”), a not-forprofit purchasing cooperative. We, our Popeyeschigees ar
the owners of restaurants of the other particigatirand hold membership interests in SMS in praporto the number of restaurants owi
As of December 30, 2012, we held one of seven swatthe SMS board of directors. Our Popeyes fragchigreements require that ¢
domestic franchisee join SMS.

Supply Agreements.The principal raw material for a Popeyes restauogeration is fresh chicken. Compaogerated and franchis
restaurants purchase their chicken from suppli¢rs service the Popeyes system. In order to enavpedble pricing and to secure an adec
supply of fresh chicken, SMS has entered into supgreements with several chicken suppliers. Thesgracts, which pertain to the v
majority of our system-wide purchases, are “coatptontracts with prices based partially upon the ob$ted grains plus certain agreed u
non-feed and processing costs.

We have entered into lortgrm beverage supply arrangements with certain mizgwerage vendors. These contracts are customahg
QSR industry. Pursuant to the terms of these aermegts, marketing rebates are provided to the depenator of Popeyes restaurants b
upon the volume of beverage purchases.

We also have a longprm agreement with an exclusive supplier of carfaibprietary products for the Popeyes system. Shpplier sell
these products to our approved distributors, whioiiin sell them to our franchised and company-dpdrRopeyes restaurants.
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Marketing and Advertising

Each domestic Popeyes restaurant, commgugyated or franchised, contributes to an advegdisund that supports (1) branding
marketing initiatives, including the developmentrmofirketing materials that are used throughout aunasbtic restaurant system and (2) |
marketing programs. We act as the agent for thd furd coordinate its activities. We and our Popdsaschisees made contributions to
advertising fund of approximately $85.6 million2012, $73.0 million in 2011 and $67.9 million in1ZD

During 2012, 2011 and 2010, the Company and thenibhapf Popeyes franchisees contributed additidnatls above those required ur
applicable franchise agreement in support of the@y’s shift in advertising funds from local metbanational media advertising.

Fiscal Year and Seasonality

During 2012, our fourth fiscal quarter was 13 weakd the fiscal year included 53 weeks. During 28id 2010, the fiscal year includec
weeks and our fiscal year was composed of 13 ¥aek accounting periods and ends on the last Sundagcember. The first quarter of |
fiscal year has four periods, or 16 weeks. All ottpgarters have three periods, or 12 weeks.

Seasonality has little effect on our operations.
Employees

As of January 27, 2013, we had approximately 1/28@ly employees working in our compaaperated restaurants. Additionally, we
approximately 55 employees involved in the managemé our company-operated restaurants, composedsthurant managers, muliit
managers and field management employees. We abb@paroximately 195 employees responsible for aamgoadministration, franchi
services and business development.

None of our employees are covered by a collectargdining agreement. We believe that the dedicatfosur employees is critical to ¢
success and that our relationship with our empleyggood.

Intellectual Property and Other Proprietary Rights

We own a number of trademarks and service markshinee been registered with the U.S. Patent andefnark Office, or for which w
have made application to register, including thekaidAFC,” “AFC Enterprises,” “Popeyes,” “PopeyesiCken & Biscuits,”and the brar
logo for Popeyes and Popeyes Louisiana Kitchemdutition, we have registered, or made applicatioregister, one or more of these mi
and others, or their linguistic equivalents, inefign countries in which we do business, or are emaptating doing business. There is
assurance that we will be able to obtain the reggisn for the marks in every country where registm has been sought. We consider
intellectual property rights to be important to dusiness and we actively defend and enforce them.

Formula and Supply Agreements with Former OwnerThe Company has a formula licensing agreemert thieé estate of Alvin (
Copeland, the founder of Popeyes and the primanyeowf Diversified Foods and Seasonings, Inc. (8psified”). Under this agreement, 1
Company has the worldwide exclusive rights to tbpdyes fried chicken recipe and certain other idigrés used in Popeyes products.
agreement provides that the Company pay the estditr. Copeland approximately $3.1 million annuallgtii March 2029. During each
2012, 2011, and 2010, the Company expensed appatelyr$3.1 million under this agreement. The Conypalao has a supply agreement
Diversified through which the Company purchasesageproprietary spices and other products madiisixely by Diversified.
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International Operations

We continue to expand our international operatittmsugh franchising. As of December 30, 2012, wd Ka5 franchised internatior
restaurants. During 2012, franchise revenues fla@se operations represented approximately 11.28arabtal franchise revenues. For eac
2012, 2011, and 2010, international revenues repted 6.9%, 7.5% and 7.2% of total revenues, réispéc

Insurance

We carry property, general liability, business iniption, crime, directors and officer’ liability, employment practices liabili
environmental and workergompensation insurance policies, which we beliegecastomary for businesses of our size and typesudnt t
the terms of their franchise agreements, our frsees are also required to maintain certain typeslevels of insurance coverage, incluc
commercial general liability insurance, workershqmensation insurance, all risk property and autaladtsurance.

Competition

The foodservice industry, and particularly the QB8&ustry, is intensely competitive with respecptice, quality, name recognition, sen
and location. We compete against other QSRs, imaudhicken, hamburger, pizza, Mexican and sandwéstaurants, other purveyors
carry-out food and convenience dining establishmentduditg national restaurant and grocery chains. Mahyur competitors posse
substantially greater financial, marketing, persdramd other resources than we do.

Government Regulation

We are subject to various federal, state and @&t affecting our business, including various tigasanitation, labor, fire and saf
standards. Newly constructed or remodeled rest&igp subject to state and local building codezoming requirements. In connection v
the re-imaging and alteration of our compaperated restaurants, we may be required to expemts to meet certain federal, state and
regulations, including regulations requiring thanodeled or altered restaurants be accessiblesormewith disabilities. Difficulties or failur
in obtaining the required licenses or approvaldddelay or prevent the opening of new restauremparticular areas.

We are also subject to the Fair Labor StandardsaAdtvarious other laws governing such mattersinsnmam wage requirements, overti
and other working conditions and citizenship reguoients. A significant number of our foodservicespanel are paid at rates related tc
federal or state minimum wage, and increases imineénum wage have increased our labor costs.

Many states and the Federal Trade Commission, #isageertain foreign countries, require franchéstw transmit specified disclos
documents to potential franchisees before grargifiginchise. Additionally, some states and ceffi@igign countries require us to register
franchise disclosure documents before we may affeanchise.

We have franchise agreements related to the operafirestaurants located on various U.S. militaages abroad which are with cer
governmental agencies and are subject to reneigatiaf profits or termination at the election okth).S. government. During 2012, roy:i
revenues from these restaurants were approximéteB/million.

Enterprise Risk Management

The Company has developed and implemented an EiseerRisk Management program. The purpose of tlgram is to provide tt
Company with a systematic approach to identify evaluate risks to the business, and
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provide the Company an effective manner of risk agement and control. The Enterprise Risk Managemmegram is designed to integr
risk management into the culture and strategicsitatimaking of the Company, and to help the orgdiin more effectively and efficien
drive performance.

Environmental Matters

We are subject to various federal, state and loges regulating the discharge of pollutants int® ¢émvironment. We believe that we coni
our operations in substantial compliance with aggtlle environmental laws and regulations. Certéiouo current and formerly owned anc
leased properties are known or suspected to haue Umed by prior owners or operators as retaiktations and a few of these properties
have been used for other environmentally senspiveposes. Certain of these properties previoushtaieed underground storage te
(“USTs”) and some of these properties may currently corshandoned USTs. It is possible that petroleum prtsdand other contamina
may have been released at these properties intedih®r groundwater. Under applicable federal atate environmental laws, we, as
current or former owner or operator of these sitesy be jointly and severally liable for the costinvestigation and remediation of any s
contamination, as well as any other environmerdaliions at our properties that are unrelated $3 &l We have obtained insurance cove
that we believe is adequate to cover any poteetisironmental remediation liabilities.

Available Information

We file our Annual Report on Form 10-K, Quarterlg@®rts on Form 10-Q, current reports on Fori, &nd all amendments to the
reports with the Securities and Exchange Commisglmn“SEC”). You may obtain copies of these docatadyy accessing the SEGiebsit
at http://www.sec.gov. In addition, as soon asarably practicable after such materials are filégtth vwor furnished to, the SEC, we make co
of these documents (except for exhibits) availdbléhe public free of charge through our web sitevevw.afce.com or by contacting ¢
Secretary at our principal offices, which are ledaat 400 Perimeter Center Terrace, Suite 100@n#st] Georgia 30346, telephone nur
(404) 459-4450.
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Item 1A. RISK FACTORS

Certain statements we make in this filing, and othketten or oral statements made by or on our Hghmay constitute “forwardeoking
statements” within the meaning of the federal sii@s laws. Words or phrases such as “should re5titre expected to,” “we anticipate,”
“we estimate,” “we project,” “we believe,” or sim#r expressions are intended to identify forwéwdking statements. These statement:
subject to certain risks and uncertainties that Idocause actual results to differ materially frorardistorical experience and our pres
expectations or projections. We believe that tHesgardlooking statements are reasonable; however, youldhaot place undue reliance
such statements. Such statements speak only he dfate they are made, and we undertake no oldigat publicly update or revise &
forward-looking statement, whether as a result of futurenés; new information or otherwise. The followirgkfactors and others that we n
add from time to time, are some of the factors tmatld cause our actual results to differ mategigiom the expected results described in
forward-looking statements.

If we are unable to compete successfully againgiestcompanies in the QSR industry or develop newdrcts that appeal to consun
preferences, we could lose customers and our reenmnay decline.

The QSR industry is intensely competitive with esspto price, quality, brand recognition, menu offgs, service and location. If we
unable to compete successfully against other fawitgeproviders, we could lose customers and ouenmaes may decline. We compete agi
other QSRs, including chicken, hamburger, pizzaxibdn and sandwich restaurants, other purveyorsaofy out food, convenience din
establishments and other home meal replacememnnatitees, including national restaurant and groctoye chains. Many of our competit
possess substantially greater financial, marketiggsonnel and other resources than we do. Therdeao assurance that consumers
continue to regard our products favorably, thatwilebe able to develop new products that appeadesumer preferences, or that we wil
able to continue to compete successfully in the @feastry.

Adverse publicity related to food safety and qualitould result in a loss of customers and reduce cevenues.

We and our franchisees are, from time to time stifgect of complaints or litigation from guestsegihg illness, injury or other food quali
health or operational concerns. Adverse publicégutting from these allegations may harm our rdjortaor our franchiseeseputation
regardless of whether the allegations are valichair whether we are found liable or not, or whettherse concerns relate only to a sil
restaurant or a limited number of restaurants onymrastaurants. We are also subject to potentiadlyative publicity from various sourc
including television, social media sites, which @eyond the control of the Company. Additionallgn® animal rights organizations h
engaged in confrontational demonstrations at cemastaurant companies across the country. As &-mmit restaurant company, we car
adversely affected by the publicity surroundingegditions involving illness, injury, or other foodality, health or operational concel
Complaints, litigation or adverse publicity exp@eded by one or more of our franchisees could alsersely affect our business as a whol
we have adverse publicity due to any of these amiscave may lose customers and our revenues méipelec

Because our operating results are closely tiedhe success of our franchisees, the failure or la¥fsone or more franchisees, operating
significant number of restaurants, could adversedffect our operating results.

Our operating results are dependent on our fragebiand, in some cases, on certain franchiseespbedte a large number of restaur:
How well our franchisees operate their restaurantstheir desire to maintain their franchise relahip with us is outside of our direct coni
In addition, economic conditions and the avail&pitif credit may have an adverse impact on ourchia®ees. Any failure of these franchisee
operate their restaurants successfully or thedbsisese franchisees could adversely impact ouradipg results. As of December 30, 2012
had 340 franchisees operating restaurants witlgifPthpeyes system and several
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preparing to become operators. The largest of ounestic franchisees operates 143 Popeyes restausat the largest of our internatic
franchisees operates 101 Popeyes restaurants.allypeach of our international franchisees is oesjible for the development of significar
more restaurants than our domestic franchisees. ri&sult, our international operations are moreadiptied to the success of a smaller nut
of franchisees than our domestic operations. Tloare be no assurance that our domestic and intenatiranchisees will operate tr
franchises successfully or continue to maintaiiir thhanchise relationships with us.

If our franchisees are unable or unwilling to opea sufficient number of restaurants, our growth stiegy could be at risk.

As of December 30, 2012, we franchised 1,634 restas domestically and 425 restaurants in Puerto,Réuam, the Cayman Islands
26 foreign countries. Our growth strategy is siigaifitly dependent on increasing the number of mmdhised restaurants. If our franchisee
unable to open a sufficient number of restaurantsgrowth strategy could be significantly impaired

Our ability to successfully open additional frarsgd restaurants will depend on various factordydiicg the availability of suitable sites,
negotiation of acceptable leases or purchase tesmsew locations, permitting and regulatory coraptie, the ability to meet construci
schedules, the financial and other capabilitieswffranchisees, and general economic and busawslitions. Many of the foregoing fact
are beyond the control of our franchisees. Furttieate can be no assurance that our franchiseéswatessfully develop or operate tl
restaurants in a manner consistent with our coscapd standards, or will have the business alildreaccess to financial resources nece
to open the restaurants required by their agreesnéfistorically, there have been many instancewliich Popeyes franchisees have
fulfilled their obligations under their developmexgreements to open new restaurants.

If the cost of chicken increases, our cost of saleifl increase and our operating results could be\eersely affected.

The principal raw material for Popeyes is freshckbh. Any material increase in the costs of frekltken could adversely affect ¢
operating results. Our companyperated and franchised restaurants purchase dhaésken from various suppliers who service us fraamous
plant locations. These costs are significantly ciffd by increases in the cost of chicken, which result from a number of factors, includ
increases in the cost of grain, disease, declimagket supply of fasteod sized chickens and other factors that affeatlability. Because ol
purchasing agreements for fresh chicken allow theep that we pay for chicken to fluctuate, a iisehe prices of chicken products ca
expose us to cost increases. If we fail to antieiend react to increasing food costs by adjusiirgpurchasing practices or increasing our
prices, our cost of sales may increase and ouatipgrresults could be adversely affected.

Disruptions in the financial markets may adversedyfect the availability and cost of credit and ttsbower economy may impact consur
spending patterns.

The ability of our franchisees and prospective ¢rasees to obtain financing for development of mestaurants or reinvestment in exis
restaurants depends in part upon financial and @oanconditions which are beyond their control.olfr franchisees are unable to ob
financing on acceptable terms to develop new restdsi or reinvest in existing restaurants, ourreess and financial results could be adve
affected.

Disruptions in the financial markets and the slowebnomy may also adversely affect consumer spgnplatiterns. There can be
assurances that governmental or other respongdhks thallenging credit environment will restore s@mer confidence, stabilize the market
increase liquidity and the availability of credeclines in or displacement of our guest&cretionary spending could reduce traffic in
system’s restaurants and/or limit our ability tsesprices.
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Changes in consumer preferences and demographiadiecould result in a loss of customers and redaee revenues.

Foodservice businesses are often affected by cbhangeonsumer tastes, national, regional and lecahomic conditions, discretioni
spending priorities, demographic trends, traffittgras and the type, number and location of compgetestaurants. In addition, the restat
industry is currently under heightened legal amgislative scrutiny related to menu labeling andittesg from the perception that the practi
of restaurant companies have contributed to noiréti, caloric intake, obesity, or other health @ns of their guests. If we are unable to a
to changes in consumer preferences and trends,ayéase customers and our revenues may decline.

Currency, economic, political and other risks assated with our international operations could advely affect our operating results.

We also face currency, economic, political, ancepttisks associated with our international opereticAs of December 30, 2012, we
425 franchised restaurants in Puerto Rico, GuaenCiyman Islands and 26 foreign countries. Busiatfisese operations is conducted ir
respective local currency. The amount owed to usased on a conversion of the royalties and othes fo U.S. dollars using the prevai
exchange rate. In particular, the royalties arethas a percentage of net sales generated by migridranchiseesdperations. Consequen
our revenues from international franchisees areoseg to the potentially adverse effects of our dnésees’operations, currency exchai
rates, local economic conditions, political insli#piand other risks associated with doing businiesforeign countries. We expect that
franchise revenues generated from internationatatipes will increase in the future, thus incregsiur exposure to changes in fore
economic conditions and currency fluctuations.

Our operating results and samstore sales may fluctuate significantly and couldllf below the expectations of securities analystsd
investors, which could cause the market price off@@mmon stock to decline.

Our quarterly operating results and sastare sales have fluctuated significantly in thst@ad may continue to fluctuate significantly lna
future as a result of a variety of factors, manyvbich are outside of our control. If our quartergsults or samstore sales fluctuate or f
below the expectations of securities analysts anesitors, the market price of our common stockddekline.

Factors that may cause our quarterly results oesstore sales to fluctuate include the following:

. the opening of new restaurants by us or our fraees

. the closing of restaurants by us or our franchis

. volatility of gasoline prices

. increases in labor cos!

. increases in the cost of commodities and papenyztsg

. inclement weather patterns; a

. economic conditions generally, and in each of tlaekets in which we, or our franchisees, are loce

Accordingly, results for any one quarter are nalidative of the results to be expected for any otherter or for the full year, and same
store sales for any future period may decrease.
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We are subject to government regulation, and ouildiae to comply with existing regulations or incregd regulations could advers:
affect our business and operating results.

We are subject to numerous federal, state, loaafareign government laws and regulations, inclgdhmose relating to:
e the preparation and sale of foc

* employee healthcare legislatic

« franchising;

e building and zoning requiremen

e environmental protectior

< information security and data protectic

e minimum wage, overtime, immigration, unions andeotlabor issues

« compliance with the Americans with Disabilities Aahd

< working and safety condition

If we fail to comply with existing or future reguians, we may be subject to governmental or judlioies or sanctions, or we could su
business interruption or loss. In addition, ourizxpenses could increase due to remediatiorsunea that may be required if we are fc
to be noncompliant with any of these laws or retioie.

We are also subject to regulation by the Federati@ Commission and to state and foreign laws vt the offer, sale and terminatiot
franchises and the refusal to renew franchises.fdihge to comply with these regulations in anyigdiction or to obtain required approv
could result in a ban or temporary suspension turdufranchise sales or fines or require us to nakescission offer to franchisees, an
which could adversely affect our business and djpmgraesults.

Shortages or interruptions in the supply or deliyeof fresh food products could adversely affect mperating results.

We and our franchisees are dependent on frequénedes of fresh food products that meet our sfieations. Shortages or interruption:
the supply of fresh food products caused by ungatied demand, natural disasters, problems in ptamuor distribution, declining number
distributors, inclement weather or other conditionsld adversely affect the availability, qualitydacost of ingredients, which would adver:
affect our operating results.

Instances of foodsorne illness or avian flu could adversely affedtet price and availability of poultry and other fosdand create negati
publicity which could result in a decline in our $es.

Instances of foodborne illness or avian flu could adversely afféda price and availability of poultry and other feods a result, Popey
restaurants could experience a significant incr@gaseod costs if there are additional instanceawén flu or foodborne illnesses. In additi
to losses associated with higher prices and a leupply of our food ingredients, instances of fdimane illnesses could result in nega
publicity for us. This negative publicity, as wal any other negative publicity concerning fooddpigis we serve, may reduce demand fo
food and could result in a decrease in guest trédfiour restaurants. A decrease in guest traffledpeyes restaurants as a result of these
concerns or negative publicity could result in althe in our sales.

11
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If any member of our senior management left us, ooperating results could be adversely affected, amel may not be able to attract a
retain additional qualified management personnel.

We are dependent on the experience and industnylkdge of the members of our senior management.tdafor any reason, our sen
executives do not continue to be active in managemeif we are unable to attract and retain giedimnew members of senior managen
our operating results could be adversely affectd. cannot guarantee that we will be able to attemct retain additional qualified ser
executives as needed. We have employment agreeméhtsertain executives; however, these agreeméatsiot ensure their contint
employment with us.

We may not be able to adequately protect our irgefual property, which could harm the value of oBopeyes brand and branded prodt
and adversely affect our business.

We depend in large part on our Popeyes brand aarttlbd products and believe that they are very itapbto the conduct of our busine
We rely on a combination of trademarks, copyrightsyice marks, trade secrets and similar inteledgbroperty rights to protect our Pope
brand and branded products. The success of ounsiguastrategy depends on our continued abilitys®® our existing trademarks and ser
marks in order to increase brand awareness angefudievelop our branded products in both domesititiaternational markets. We also
our trademarks and other intellectual propertytmn Ihternet. If our efforts to protect our intetieal property are not adequate, or if any 1
party misappropriates or infringes on our intelledtproperty, either in print or on the Internéie tvalue of our Popeyes brand may be har
which could have a material adverse effect on augiress, including the failure of our Popeyes brand branded products to achieve
maintain market acceptance.

We franchise our restaurants to various franchisé#ésle we try to ensure that the quality of ourpBges brand and branded produc
maintained by all of our franchisees, we cannotéeain that these franchisees will not take astitrat adversely affect the value of
intellectual property or reputation.

We have registered certain trademarks and have ttaemark registrations pending in the U.S. anéifn jurisdictions. The tradema
that we currently use have not been registeredlinofahe countries in which we do business and mayer be registered in all of th
countries. We cannot be certain that we will beeabladequately protect our trademarks or thatusarof these trademarks will not resu
liability for trademark infringement, trademarkutibn or unfair competition.

There can be no assurance that all of the stepsawe taken to protect our intellectual propertythia U.S. and foreign countries will
adequate. In addition, the laws of some foreignntries do not protect intellectual property rigltsthe same extent as the laws of
U.S. Further, through acquisitions of third partiee may acquire brands and related trademarksatieasubject to the same risks as the t
and trademarks we currently own.

Failure to protect our information systems againsyber attacks or information security breaches, inding failure to protect the integrit
and security of individually identifiable data of w customers, franchisees and employees, could egpas to litigation, damage o
reputation and have a material adverse effect orr business.

We rely on computer systems and information teatmolto conduct our business. These systems areemihe vulnerable to disruption
failure, as well as internal and external secusityaches, denial of service attacks or other disiproblems caused by hackers. A failur
these systems could cause an interruption in osinbes which could have a material adverse effecuw results of operations and finan
condition.

In addition, we receive and maintain certain peatdnformation about our customers, franchisees amployees. The use of t
information by us is regulated by applicable lafaour security and information

12
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systems are compromised or our business assodate® comply with these laws and regulations ahis information is obtained |
unauthorized persons or used inappropriately, itlcc@dversely affect our reputation, as well as mstaurant operations and result
operations and financial condition. Additionallyeweould be subject to litigation or the impositiohpenalties. As privacy and informat
security laws and regulations change, we may iadditional costs to ensure we remain in compliance.

Our 2010 Credit Facility may limit our ability to xpand our business, and our ability to comply withe repayment requiremen
covenants, tests and restrictions contained in #6580 Credit Facility may be affected by events thet beyond our control.

The 2010 Credit Facility, as amended, containsnfired and other covenants, including covenants wheruire us to maintain varic
financial ratios, limit our ability to incur addithal indebtedness, restrict the amount of capikpeeditures that may be incurred, restrict
payment of cash dividends and limit the amounteditdvhich can be loaned to our franchisees or gixeed on their behalf. This facility a
limits our ability to engage in mergers or acqiosis, sell certain assets, repurchase our stocleatat into certain lease transactions. The
Credit Facility, as amended, includes customarynevef default, including, but not limited to, tffi@gilure to maintain the financial rati
described above, the failure to pay any interastcipal or fees when due, the failure to perforentain covenant agreements, inaccura
false representations or warranties, insolvendyamkruptcy, change of control, the occurrence afage ERISA events and judgment defal
The restrictive covenants in our 2010 Credit Fggilas amended, may limit our ability to expand business, and our ability to comply v
these provisions may be impacted by events beyandantrol. A failure to comply with any of the incial and operating covenants inclu
in the 2010 Credit Facility, as amended, would ltesuan event of default, permitting the lendevsatccelerate the maturity of outstanc
indebtedness. This acceleration coaisb result in the acceleration of other indebtsdrirat we may have outstanding at that time. \Wer&
default on the terms and conditions of the 2010d{€rEacility, as amended, and the debt were acaeldrby the facilitys lenders, sur
developments would have a material adverse impaouo financial condition and our liquidity.

ltem 1B. UNRESOLVED STAFF COMMENTS
None.
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Item 2. PROPERTIES

We own, lease or sublease the land and building®do companysperated restaurants. In addition, we own, leassublease land a
buildings which we lease or sublease to our freseds and third parties.

The following table sets forth the locations bytetaf our company-operated restaurants as of DeeeBth 2012:

Land and Land and/or

Buildings Ownec Buildings Leasec Total

Louisiana 4 22 26
Tennesse 2 7 9
Mississippi 0 3 3
North Carolinz 0 2 2
Arkansas 0 1 1
Indiana 3 1 4
Total 9 36 45

During 2012, the Company completed an acquisitifo?7orestaurants in California and Minnesota, ofchHL8 are fee owned properties
9 are leased. Twenty six of the restaurants willdased to Popeyes franchisees and the remaingtgurant property will be sold. As
December 30, 2012, two of the California restawrduaid been reimaged and leased to franchisees.

We typically lease our restaurants under “tripl¢’ Heases that require us to pay minimum rent, re@tesaxes, maintenance costs
insurance premiums and, in some cases, percergagbased on sales in excess of specified amdaetgerally, our leases have initial term
20 years, with options to renew for one or moreitaatthl periods, although the terms of our leasay depending on the facility.

Within our franchise operations segment, our tylpieataurant leases to franchisees are tripleméte franchisee, requiring them to
minimum rent (based upon prevailing market rerais), real estate taxes, maintenance costs amcite premiums, as well as percen
rents based on sales in excess of specified amolimse leases are typically crakfaulted with the corresponding franchise agreérfor
that site.

As of December 30, 2012, the Company leased 12uesits and subleased 44 restaurants to franchigddgionally, we leased thr
properties to unrelated third parties. Of the nastats leased or subleased to franchisees, 29 lnested in Texas and 16 were locate

Georgia.
As discussed in Note 9 to the Consolidated Finhistetements, all owned property is pledged asrggainder our 2010 Credit Facility.
We lease office space in a facility located in Atis Georgia that is the headquarters for the Cospehe lease for the office space exf

on November 30, 2022. There are two 5 year reneptadns which can be executed to extend the leaselditional 10 years at a market ral
be determined at the time of renewal.

We believe our leased and owned facilities progigigicient space to support our corporate and djperal needs.
Item 3. LEGAL PROCEEDINGS

We are a defendant in various legal proceedingsngriin the ordinary course of business, includitayms resulting from “slip and fall”
accidents, employment-related claims, claims frarasfs or employees alleging
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illness, injury or other food quality, health oresptional concerns and claims related to franchis¢ters. We have established adec
reserves to provide for the defense and settlepfenuch matters, and we believe their ultimate ltggm will not have a material adverse ef
on our financial condition or our results of oparas.

ltem 4. MINE SAFETY DISCLOSURES
None.
Iltem 4A. EXECUTIVE OFFICERS

The following table sets forth the name, age (ahefdate of this filing) and position of our curt@xecutive officers:

Name Age Position

Cheryl A. Bachelder 56 President and Chief Executive Offic

Ralph W. Bowel 50 Presider-US Popeyes Louisiana Kitch

H. Melville Hope, llI 51 Senior Vice President and Chief Financial Offi

Richard H. Lynct 58 Chief Global Brand Office

Harold M. Cohen 49  Senior Vice President, General Counsel, Chief Adstriative
Officer and Corporate Secrete

Andrew Skehal 52  Chief Operating Office-International

Cheryl A. Bachelderage 56, has served as our Chief Executive OfficeresNovember 2007. She has served as a membke &dard ¢
Directors since November 2006 and also serves @iPthcter & Gamble APFI Advisory Board, since 2089 well as the Board of Direct:
for Pier 1 Imports, since November 2012. She atsvexl on the True Value Corporation Board of Diestfrom 2006 2013 and the Natior
Restaurant Association Board, May 2009December 2012. Ms. Bachelder served as the Présateh Chief Concept Officer of KF
Corporation in Louisville, Kentucky from January@0to September 2003.

Ralph W. Bower age 50, has served as our President — U.S. Popeyésiana Kitchen since March of 2012. Mr. Bowerved as our Chief
Operating Officer U.S. From March 2009 to Febru2®y2. From February 2008 to March 2009, Mr. Bovegwed as our chief operations
officer. From 2006 to 2008, Mr. Bower was the KRtzmtions leader responsible for more than 1,300 K&nchised restaurants in the
western United States. Prior to this position,dteKFC company operations in Pennsylvania, Neweyeaad Delaware. From 2002 to 2003
Mr. Bower directed the guest satisfaction functionKFC. Before joining KFC, Mr. Bower was employbyg Western Ohio Pizza, a franchisee
of Domino’s Pizza, overseeing operations in Dayf@H, and Indianapolis, IN. Mr. Bower began his aesant career with the second largest
Domino’s franchise organization, Team Washingtohere he was a regional director.

H. Melville Hope, lll,age 51, has served as our Chief Financial OfficeresDecember 2005. From February 2004 until Deer2B05
Mr. Hope served as our Senior Vice President, Kieaand Chief Accounting Officer. From April 2003 February 2004, Mr. Hope was 1
Vice President of Finance. Prior to joining AFC, Wwas Chief Financial Officer for First Cambridge HE&cquisitions, LLC, a real este
investment firm, located in Birmingham, Alabamaofar 1984 to 2002, Mr. Hope was an accounting, auglititnd business advisi
professional for PricewaterhouseCoopers, LLP iraitd, Georgia, in Savannah, Georgia and in HouStexas where he was admitted to
partnership in 1998.

Richard H. Lynchage 58, was appointed Chief Global Brand Officetanuary 2012. From March 2008 to January 2012] iirch serve
as our Chief Marketing Officer following his contarncy as interim CMO. Mr. Lynch served as Principh{Go LLC, a marketing consulti
firm specializing in restaurant and food retailnfraJuly 2003 to February 2008, where he developaddstrategy and innovation plans
concepts including Burger King, Ruby Tuesday, anffdo Wild Wings. From November 1982 to June 20d8, Lynch served as
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Executive Vice President at Campbell Mithun Adweniy where he led the development of strategy awsitipning for brands such
Domino’s Pizza, Martha Stewart Everyday and Bettydker.

Harold M. Cohen,age 49, has served as our Senior Vice Presidehtegél Affairs, Corporate Secretary and General Gelsinc
September 2005. Mr. Cohen has served as our Chigiirfistrative Officer since May 2008. Mr. Cohen lh@en General Counsel of Popeyz
division of AFC Enterprises, Inc., since JanuarP20He also has served as Vice President of AF€esiuly 2000. From April 2001
December 2004, he served as Deputy General Cooh8€IC. From August 1995 to June 2000, he was QatpdCounsel for AFC.

Andrew Skehargage 52, was appointed our Chief Operating Officémternational in August 2011. From October 2009Iuktigust 2011
Mr. Skehan was Chief Operating Officer — Internasibfor Wendy’s/Arbys Group in Atlanta, Georgia. From April 2007 u#cember 200
he was President Europe, Africa and Middle East for Quiznos Restatgan Denver, Colorado. From April 1999 until Dedser 200¢
Mr. Skehan served as Chief Marketing Officer andssguently Chief Operating Officer for Churchill\®as Inc. in Louisville, Kentucky.
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PART II.

Item 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER

PURCHASES OF EQUITY SECURITIES

Our common stock currently trades on the NASDAQWaldViarket under the symbol “AFCE.”

The following table sets forth the high and low pbkare sales prices of our common stock, by qudaefiscal years 2012 and 2011.

2012 2011
(Dollars per share High Low High
First Quarte! $ 17.77 $ 13.6¢ $ 16.1: $ 13.2
Second Quarte $ 24.4¢ $ 15.9¢ $ 1757 $ 14.01
Third Quartel $ 26.7¢ $ 20.7¢ $17.12 $ 11.5i
Fourth Quarte $ 27.8¢ $ 24.3¢ $16.17 $ 11.5i

Share Repurchases

A share repurchase program approved by the Boadre€tors is presently in place. On February XB,2the Board of Directors approy
an additional $50.0 million for the share repurehasogram. As of February 27, 2013, the remainiatlad amount of shares that may

repurchased under the program was approximately$&illion. See Note 12 to our Consolidated Finah8tatements.

During 2012, we repurchased and retired 741,228:sha common stock for approximately $15.2 milli@uring 2011, we repurchased .
retired 1,465,436 shares of common stock for apprately $22.3 million. During fiscal 2010 no shamfscommon stock were repurchase

retired.

Pursuant to the terms of the Compan2010 Credit Facility, the Company may repurchissseommon shares when the Total Leverage
is less than 2.00 to 1. The Total Leverage Ratestember 30, 2012 is 1.20 to 1.

During the fourth quarter of 2012, we repurchas#8,d83 of our common shares as scheduled below:

Total
Number of
Shares
Average Repurchaset
Price as Part of a
Number of Paid Publicly
Shares Per Announced
Period Repurchase Share Plan
Period 11
10/01/12-10/28/12 — $ — —
Period 12
10/29/12-11/25/12 44,73 $ 25.8( 44,73
Period 12
11/26/12—-12/30/12 98,95 $ 25.9¢ 98,95:
Total 143,68 $ 25.9( 143,68

On February 13, 2013 the Board of Directors appiose
additional $50.0 million for the share repurchassgpam.
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$ 5,148,96!
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Shareholders of Record
As of January 27, 2013, we had 112 shareholdemrscofd of our common stock.

Dividend Policy

We anticipate that we will retain any future eagsino support operations and to finance the gramnthdevelopment of our business, ant
do not expect to pay cash dividends in the forddeefuture. Any future determination relating toralividend policy will be made at t
discretion of our Board of Directors and will degezm a number of factors, including future earnjragital requirements, financial conditic
plans for share repurchases, future prospects tied factors that the Board of Directors may deelevant. Other than a special cash divid
we have never declared or paid cash dividends oe@uamon stock.

Stock Performance Graph

The following stock performance graph comparespidormance of our common stock to the Standarcd&rB 500 Stock Index G&P
500 Index™)and a peer group index for the period from DeceBe2007 through December 30, 2012 and furtharmass the reinvestment
all dividends.

Comparison of Cumulative Five Year Total Return

Comparison of Cumulative Five Year Total Return

5300
—— AFC Enlarprises, Inc
= SEP SO0 [ndex
—i— Paar Group Index
200

5100

50 T T T L] 1
12/30/2007 12/28/2008 12/27/200% 12/26/2010 12/25/2011 12/30/2012

Company Name / Index 12/30/2007 12/28/2008 12/27/2009 12/26/2010 12/25/2011  12/30/2012
AFC Enterprises, Inc. 100 42 80 140 141 244
S&P 500 Index 100 60 80 91 94 106
Peer Group Index 100 76 89 121 147 168

Our Peer Group Index is composed of the followingck) service restaurant companies: DominBizza Inc., Jack In the Box Inc., P
Johns International Inc., Sonic Corp., Wersgdyiternational Inc. (included through 9/29/08, whiewas acquired by Triarc Companies, Ir
and YUM! Brands Inc.
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Item 6. SELECTED FINANCIAL DATA

The following data was derived from our Consolidakénancial Statements. Such data should be readnjunction with our Consolidat
Financial Statements and the notes thereto antiMamagement’s Discussion and Analysis of Finan€ahdition and Results of Operations’

at ltem 7 of this Annual Report.

(In millions, except per share da 201z 2011 201( 200¢ 200¢
Summary of continuing operations:
Revenues®
Sales by comparoperated restaurar $ 64.( $ 54.¢ $ 52.7 $ 5724 $ 78:
Franchise revenu«? 110.t 95.C 89.4 86.(C 84.€
Rent and other revenu 4.2 4.2 8 4.€ 3.9
Total revenue $ 178.¢ 153.¢ 146.4 148.( 166.¢
Expenses
Restaurant employee, occupancy and other exp 31.2 26.1 25.¢ 29.t 41.4
Restaurant food, beverages and packa 21.7 18.3 16.¢ 18.€ 27.1
Rent and other occupancy expen 2.¢ 2.7 2.1 2.€ 2.4
General and administrative expen 67.€ 61.3 56.4 56.C 53.¢
Depreciation and amortizatic 4.€ 4.2 3.¢ 4.4 6.3
Other expenses (income), 1® (0.5 0.5 0.2 (2.1 (4.€)
Total expense 127.5 113.] 105.2 109.7 126.5
Operating profit 51.: 40.7 41.2 38.7 40.:
Interest expense, n4 3.€ 3.7 8.C 8.4 8.1
Income before income tax 47 37.C 33.2 30.: 32.2
Income tax expens 17.% 12.¢ 10.: 11.t 12.¢
Net income $ 304 $ 24.2 $ 22.¢ $ 18¢& $ 194
Earnings per common share, be $ 1.27 $ 0.9¢ $ 0.91 $ 074 $ 0.7¢
Earnings per common share, dilu $ 1.2¢ $ 0.97 $ 0.9C $ 074 $ 0.7¢
Weighted average shares outstandin¢
Basic 23.¢ 24.F 25.2 25.2 25.€
Diluted 24.t 25.C 25t 25.¢ 25.7
Summary of cash flow data:
Special cash divider $ — $ — $ — $ — $ O0F
Share repurchasi 15.2 22.¢ — — 19.C
Year-end balance sheet date
Total asset $ 172.¢ $ 135.¢ $ 123.¢ $ 116.6  $ 132.(
Total debt 72.¢ 64.C 66.( 82.€ 119.2

(1) Factors that impact the comparability of revenwegte years presented inclu

(@) The effects of restaurant openings, closingg, aonversions, franchisee sales and same-sttgs &ee “Summary of Systewdide
Date” later in this Item 6)
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(b) The Company fiscal year ends on the last Sunday in Decenlifer.2012 fiscal year consisted of 53 weeks. Alkeotfiscal year
presented consisted of 52 weeks each. The 53 we2&li2 increased sales by compaperated restaurants by approximately
million and increased franchise revenues by apprately $1.7 million

(c) The Company opened 2 new restaurants in Q4 2015 aeev restaurants in Q4 2012 resulting in incréasgenue of $5.5 million
2012 compared to 201

(d) The Company opened 3 new restaurants in Q4 201@a4dr2011 resulting in increased revenue of $1.8aniin 2011 compared
2010.

(e) On January 26, 2009, the Company completecetfimnchising of 3 compangperated restaurants in its Nashville, Tennessekat
resulting in a decrease in 2010 revenues of $0lBomias compared to 2009 (net of franchise rogalttarned), and a decreas
2009 revenues of $3.1 million (net of franchisealtigs earned) as compared to 2C

() On June 8, 2009, the Company completed theamehising of 13 compangperated restaurants in its Atlanta, Georgia m
resulting in a decrease in 2010 revenues of $6llibbm{net of franchise royalties earned) as coragan 2009 and a decrease in 2
revenues of $6.8 million (net of franchise royaltearned) as compared to 20

(@) On September 8, 2008, the Company completecetfimnchising and sale of 11 compasperated restaurants in its Atlanta, Gec
market resulting in a decrease in 2009 revenu® & fillion (net of franchise royalties earned) gared to 200€

(2) Franchise revenues are principally composed ofltpymyments from franchisees that are determiresk® on franchise net restau
sales and are generally 5% of franchise net remtasales. While franchise sales are not recordedweenue by the Company, managel
believes they are important in understanding then@any’s financial performance because these sateidicative of the Company’
health, given the Compars/strategic focus on growing its overall businéseugh franchising. Total franchisee sales werd 82 billion
in 2012, $1.932 billion in 2011, $1.811 billion2910, $1.716 billion in 2009, and $1.663 billion2608.

(3) Factors that impact the comparability of Other exgas (income), net for the years presented inc
(@) During 2011, the Company sold two properties tmaadhisee for approximately $0.7 million and redegd a gain of $0.5 millior
(b) The Company recognized $0.8 million in expensédhercorporate support center relocation in 2!

(c) During 2012, 2011, 2010 and 2009, there were noifsignt expenses (income) associated with shadenditigation. During 200
our expenses (income) associated with litigatidated costs (proceeds) were approximately $(12iBjpm The substantially high
income in 2008 relates to recoveries from clainmearesd certain director and officers liability inamice policies

(d) During 2009, the Company sold ten real estate ptie@gefor a gain of approximately $3.6 millic

(e) During 2012, 2011, 2010, 2009 and 2008 disposalfixefl assets were approximately $0.3 million, $tblion, $0.7 million
$0.6 million, and $9.5 million, respectively. Ofeth2008 impairments, $9.2 million were associateth vthe refranchising o
compan-operated restaurants in Atlanta, Georgia and N#shV¥iennesses

(4) Factors that impact the comparability of Interegtense, net for the years presented incl
(& In 2011, interest from term loans decreased $3/RBomicompared to 2010 primarily due to lower irgst rates from the Cre
Facility refinanced in 2010. See Note 9 for detaiisthe Credit Facility

(b) During 2010 we expensed $0.6 million as a camepo of Interest expense, net in connection withréfinancing of our new crec
facility. During 2009 we expensed $1.9 million as@nponent of Interest expense, net in connectiitim tive third amendment a
restatement of the 2005 Credit Facill
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Summary of System-Wide Data

The following table presents financial and opegtidata for the Popeyes restaurants we operate harsg that we franchise. The ¢
presented is unaudited. Data for franchised restasiis derived from information provided by owrfchisees. We present this data beca

includes important operational measures relevatitdd@SR industry.

201: 2011 201( 200¢ 200¢
Global syster-wide sales increas 13.5% 6.6% 5.1% 1.8% 0.6%
Total domestic san-store sales increase (decre: 7.5% 3.0% 2.5% 0.6% (2.2%
International san-store sales increase (decre¢ 2.6% 3.3% 3.1% 1.9% 4.1%
Total global sarr-store sales increase (decred® 6.9% 3.1% 2.6% 0.7% (1L.7%
Company-operated restaurants (all domestic
Restaurants at beginning of vt 4C 38 37 55 65
New restaurant openin 5 2 1 — 1
Restaurant conversions, 1@ — — — (1) (1)
Permanent closing — — — 2 3)
Temporary (closings)/-openings, ne® — — — — 3
Restaurants at end of ye 45 4C 38 37 55
Franchised restaurants (domestic and international
Restaurants at beginning of yt 1,99t 1,93¢ 1,90¢ 1,867 1,84(
New restaurant openin 136 138 10¢& 95 13¢
Restaurant conversions, 1@ — — — 16 11
Permanent closing (75) (75) (67) (79 @117
Temporary (closings)/-openings, ne® 3 (7) (5) 7 (6)
Restaurants at end of ye 2,05¢ 1,99t 1,93¢ 1,90¢ 1,867
Total system restaurants 2,10¢ 2,03¢ 1,97 1,94: 1,92:
New franchised restaurant opening:
Domestic 79 71 44 39 72
Internationa 57 67 61 56 67
Total new franchised restaurant openi 13€ 13¢ 10t 95 13¢
Franchised restaurants
Domestic 1,63« 1,581 1,54 1,53¢ 1,527
Internationa 42F 40¢ 397 367 34C
Restaurants at end of ye 2,05¢ 1,99t 1,93¢ 1,90¢ 1,867

(1) New restaurants are included in the computatiosamfi-store sales after they have been open 15 monthisctimversions are includ

immediately upon conversio

(2) Unit conversions include the sale or purchase ah@any-operated restaurants to/from a franchi:

(3) Temporary closings are presented net of redogen Most temporary closings arise due to thémaging or the rebuilding of old

restaurants
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tem7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis should bedr@a conjunction with our Selected Financial Dat@yr Consolidated Financi
Statements and our Risk Factors that are includseléhere in this filing.

Our discussion contains forwaldoking statements based upon current expectatiwaisinvolve risks and uncertainties, such as dang
objectives, expectations and intentions. Actualiltesand the timing of events could differ matdyidtom those anticipated in these forward
looking statements, as a result of a number ofofacincluding those factors set forth in Item 1A.this Annual Report and other fact
presented throughout this filin

Nature of Business

AFC develops, operates, and franchises quick-serkgstaurants under the trade names Popeyes CléicBiscuits and Popeye8
Louisiana Kitchen (collectively “Popeyesii 47 states, the District of Columbia, Puerto RiGuam, the Cayman Islands, and 26 for
countries. Popeyes has two reportable business esggmfranchise operations and compapgrated restaurants. Financial informe
concerning these business segments can be folNme®0 to our Consolidated Financial Statements.

Management Overview of 2012 Results

Our fiscal year 2012 results and highlights incltiue following.

¢ Reported net income was $30.4 million, or $1.24dieited share, compared to $24.2 million, or $Q@¥ diluted share, in 2011. Adjus
earnings per diluted share, which included apprexéty $0.01 for the 58 week of operations, were $1.24 compared to $0.920i1,
25% increase. Adjusted earnings per diluted shara isupplemental naBAAP measure of performance. See the heading en
“Managemer’s Use of No-GAAP Financial Measur".

» Global sam-store sales increased 6.9%, compared to a 3.1%asedast yea
* Systen-wide sales increased 13.5%, compared to a 6.6%dgserin 2011

* The Popeyes system opened 141 restaurants, contpaté@ last year, and permanently closed 75 restés) resulting in 66 net openin
compared to 65 in 201

* General and administrative expenses were $67.60milat 3.0% of system-wide sales compared to $61ll®n at 3.1% of systeride
sales in 2011

e Operating EBITDA of $55.9 million was 31.3% of tbtavenues, compared to $45.4 million, at 29.5%otd| revenues last year. Opera
EBITDA is a supplemental non-GAAP measure of penfance. See the heading entitled “Management’s Ws$¢on-GAAP Financia
Measure¢

* Free cash flow was $36.7 million, compared to $28ilion in 2011. As a percentage of total revenfuee cash flow increased to 20.
compared to 18.5% last year. Free cash flow is pplsmental norGAAP measure of performance. See the heading eu
“Managemer's Use of No-GAAP Financial Measur.

2012 Same-Store Sales

Global same-store sales increased 6.9%, compai@@8.t9% increase in 2011. Total domestic satnee sales increased 7.5%, comparec
3.0% increase last year. This positive sales graeflects Popeyes continued introduction of higimigovative new products, supported
expanded relevant advertising and strengthenedurestit execution.
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International same-store sales increased 2.6%, a@do a 3.3% increase last year, the sixth coisecyear of positive same-store sales.

For additional information on our business straegsee the discussion under the heading “Our BssiStrategyin Item 1 to this Annui
Report on Form 10-K.

As it concerns our expected same-store sales sefaulR013, see the discussion under the headdpgerating and Financial Outlook
2013" later in this Item 7.

2012 Unit Growth

The Popeyes system opened 141 restaurants in @i included 84 domestic and 57 internationalaesnts, compared to 140 openi
in 2011. The Popeyes system permanently closedeStaurants in fiscal 2012, resulting in 66 netawsint openings, compared to 65
openings last year. These closures included 29 stiierend 46 international restaurants.

Factors Affecting Comparability of Consolidated Reslts of Operations: 2012, 2011 and 2010

For 2012, 2011, and 2010, the following items aveihgs affect comparability of reported operatingutts:

. The Companys fiscal year ends on the last Sunday in DecenTier.2012 fiscal year consisted of 53 weeks. Alkeotfiscal year
presented consisted of 52 weeks each. The 53rd ineKL2 increased sales by compaperated restaurants by approximately
million and increased franchise revenues by apprately $1.7 million. The net impact of the B3veek earnings per share \
approximately $0.01 per diluted shs

. During 2012, 2011 and 2010, the company built fiwey new restaurants and one new restaurant, ridgglgc

. During 2011, the Company recognized $0.8 millionvofk opportunity tax credits related to prior y®i

. The Company recognized $0.8 million in expensaHercorporate support center relocation in 2!

. During 2010 we expensed $0.6 million as a compoothiterest expense, net in connection with owr needit facility.

. During 2010, we recorded a tax benefit of $1.4 ioml related to the completion of a federal incotawe audit for years 2004 a
2005.

Comparisons of Fiscal Years 2012 and 2011
Sales by Company-Operated Restaurants

Sales by compangperated restaurants were $64.0 million in 20149.4 million increase from 2011. The increase wasgrily due to ne\
restaurants opened and a 5.3% increase in saneessies.

Franchise Revenues

Franchise revenues have three basic componen@ngbjng royalty payments that are determined basea percentage of franchisee s:
(2) franchise fees associated with new restaunaenings; and (3) development fees associated Wttopening of new franchised restaur
in a given market. Royalty revenues are the largastponent of franchise revenues, constituting nttoaa 90%.

Franchise revenues were $110.5 million in 201218.%million increase from 2011. The increase wemarily due to an increase
royalties, resulting primarily from an increasdranchise same-store sales of 7.5% during 201handfranchised restaurants.
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Company Operated Restaurant Profit

Companyeperated restaurant operating profit of $11.1 onillivas 17.3% of sales, compared to $10.2 milliosh B8 7% of sales last ye
The $0.9 million increase in Company-operated teafa operating profit was primarily due to sastere sales of 5.3% and two new restat
openings in 2011. The 2012 operating profit inckidpproximately $0.3 million in prepening costs associated with opening 5 new rests
The 2011 restaurant operating profit includes & $fillion favorable adjustment to insurance resenkexcluding the effects of ppening
costs in 2012 and the change in estimated insureseves in 2011, Companyperated restaurant operating profit margin wowdehbee
17.8% in both 2012 and 2011. Company-operateduesthoperating profit margin is a supplemental-G#¥AP measure of performance. !
the heading entitled “Management’s Use of Non-GAARancial Measures.”

General and Administrative Expenses

General and administrative expenses were $67.6omilit 3.0% of systemdde sales in 2012, a $6.3 million increase fron120Thi
increase was primarily attributable to:

. $3.1 million increase in sh-term and lon-term employee incentive cos

. $1.0 million increase in restaurant support an-opening costs in new compeoperated market

. $0.9 million increase in domestic new restauranettgsment and reimage expens

. $0.5 million in legal fees related to licensing agaments

. $0.6 million increase in franchisee restaurant supgervices and new restaurant opening suppors cast
. $0.2 million increase in global support center atifteogeneral administrative expenses,

General and administrative expenses remain amangtist efficient in the industry at approximatel9% and 3.1% of system wide s
during 2012 and 2011, respectively.

Other Expenses (Income), Net

Other income was $0.5 million in income in 2012 pamed to other expenses of $0.5 million last y&&@cal 2012 results include $
million in gains on sale of real estate assetsandhisees, partially offset by $0.4 million lossdisposal of property and equipment and ¢
expenses, net. In 2011, the Company recognizedrlliBn in expenses for the global support cem&ocation, offset by a $0.8 net gain on
sale of assets and $0.5 million in disposals operty and equipment and other expenses, net.

See Note 16 to our Consolidated Financial Statesrfenta description of Other expenses (income)fore2012 and 2011.
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Operating Profit

Operating profit in 2012 was $51.3 million, a $1@nélion increase compared to 2011. Operating EBATWas $55.9 million compared
$45.4 million in 2011. Fluctuations in the compotseof revenue and expense giving rise to thesegetaare discussed above. The followir
an analysis of the fluctuations in operating prbfitbusiness segment. Operating profit for eaclrtaple segment includes operating re:
directly attributable to each segment plus a 5%rinbmpany royalty charge from franchise operationsompany-operated restaurants.

As a

(Dollars in millions) 2012 2011 Fluctuatior Percen
Franchise operatior $ 51.C $ 40.2 $ 10.¢ 26.9%
Compan-operated restaurar 4.4 5.2 (0.9 (15.3%
Operating profit before unallocated expen 55.4 45.¢ 10.C 22.0%

Less unallocated expens

Depreciation and amortizatic 4.€ 4.2 0.4 10.0%
Other expenses (income), | (0.5 0.t 1.C 200.0¥%
Total $ 51.2 $ 40.7 $ 10. 26.0%

The $10.8 million growth in franchise operationsswaimarily due to the $15.5 million increase iarfchise revenue partially offset
increases in general and administrative expendasedeto short-term and lortgim employee incentive costs, domestic new reste
development and reimage expenses, legal fees anchise restaurant support services and new rastappening support costs.

Company-operated restaurants segment operating waxf $4.4 million, a $0.8 million or 15.3%, dease from 2011. For 2012, company
operated restaurant operating profit was $11.%lianilla $0.9 million increase compared to 2011. Camypperated restaurant operating pi
was offset by a $0.9 million planned increase staerant support and pre-opening costs in new coyapperated markets Indianapolis .
Charlotte, a $0.4 million increase in training,essmments and support costs in the New Orleans @mdpllis compangperated restaurants ¢
a $0.4 million increase in the intercompany royaltarge due to growth in revenues.

Income Tax Expense

Income tax expense was $17.3 million, yielding fieative tax rate of 36.3%, compared to an effextax rate of 34.6% in 2011. The p
year income tax expense included a tax benefitOd #nillion, or 2.2%, for work opportunity tax ciesirelated to prior years. Excluding
impact of these tax credits, the 2012 effective raas lower than 2011 due to minor favorable adjasts to income tax reserves, parti
offset by higher state income taxes. The effectates differ from statutory rates due to adjustmémtestimated tax reserves, tax credits
permanent differences between reported incomeaxable income for tax purposes.

Comparisons of Fiscal Years 2011 and 2010
Sales by Company-Operated Restaurants

Sales by compangperated restaurants were $54.6 million in 20131.8 million increase from 2010. The increase wasgrily due to ne\
restaurants opened and the 1.1% increase in sameessies.

Franchise Revenues

Franchise revenues were $95.0 million in 2011, .& $&llion increase from 2010. The increase wamarily due to an increase in royalt
resulting primarily from an increase in franchisene-store sales during 2011 and new franchiseaduestts.
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Rent and Other Revenues

Rent and other revenues are primarily composedenfal income associated with properties leasedubteased to franchisees ani
recognized on the straight-line basis over theddasn. Rent and other revenues were $4.2 milha20il1, a $0.1 million decrease from 2010.

Company Operated Restaurant Profit

Companyeperated restaurant operating profit of $10.2 onillivas 18.7% of sales, compared to $10.1 milliosh B2% of sales last ye
The 50 basis point decrease in Compapgrated restaurant operating profit margin fardisrear 2011 was due to inflation in commodityts
of approximately 8% which were partially offset hgminal menu price increases, supply chain savamgisefficiencies in labor and other non
food related costs. Company-operated restauramatipg profit margin is a supplemental nG#AAP measure of performance. See the he:
entitled “Management’s Use of Non-GAAP Financialddares” in this Item 7.

Rent and Other Occupancy Expenses

Rent and other occupancy expenses were $2.7 milic2011, a $0.6 million increase from 2010 prifyadue to deferred rent crec
recognized related to an assignment of a leasdrtmehisee during 2010.

General and Administrative Expenses
General and administrative expenses were $61.8miit 3.1% of system-wide sales in 2011, a $4IBamiincrease from 2010.
This increase was primarily attributable to:

. $1.7 million increase in international expensesudalg salary and personnel related costs, travi&b#imer general and administra
costs,

. $1.2 million increase in domestic new restauranettgyment expense
. $0.9 million increase in franchisee restaurant supgervices and new restaurant opening suppors(
. $0.7 million increase in information technology erpes, an
. $0.4 million increase in incentive and st-based compensation expense and other general athatine expenses, ni
General and administrative expenses were approgimatl% and 3.0% of system wide sales during 2012010, respectively.
Other Expenses (Income), Net

Other expenses were $0.5 million, compared to otpenses of $0.2 million in the previous year2@il, the Company recognized 4
million in expenses for the corporate support cergcation, offset by a $0.8 net gain on the sélassets and $0.5 million in impairments
disposal of fixed assets and other expenses.

See Note 16 to our Consolidated Financial Statesrfenta description of Other expenses (income)fare2011 and 2010.
Operating Profit

Operating profit of $40.7 million was $0.5 millidass than in 2010 and Operating EBITDA was $45.4ianicompared to $45.3 millio
Higher revenues were offset by strategic investsiembiccelerate global sales and new restauraetajguent and by higher commodity c«
in company-operated restaurants. Fluctuationsarvéitious components of revenue and expense giidedo this change are discussed above
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The following is an analysis of the fluctuationsoiperating profit by business segment.

Operating profit for each reportable segment inetudperating results directly allocable to eachrgad plus a 5% intecompany royalt
charge from franchise operations to company-opénastaurants.

(Dollars in millions) 2011 2010 Fluctuatior Pérscgn'
Franchise operatior $ 40.2 $ 39.7 $ 0 1.3%
Compan-operated restaurar 5.2 5.€ (0.9 (7.1%
Operating profit before unallocated exper 45.4 45.: 0.1 0.2%
Less unallocated expens:
Depreciation and amortizatic 4.2 3.¢ 0.2 0.7%
Other expenses (income), | 0.5 0.2 0.2 150.0%
Total $ 40.5 $ 412 $ (0.5 (1.2%

The $0.5 million growth in franchise operations wagnarily due to the $5.6 million increase in fchise revenue partially offset
increases in general and administrative expendatedeto international franchise operations, domastw restaurant development exper
franchise restaurant support services and newuregtaopening support costs, information technoleggenses and incentive and sthelse
compensation expenses.

Company-operated restaurants segment operating was $5.2 million, a $0.4 million or 7.1%, decsearom 2010. For 2011, company:
operated restaurant operating profit was $10.2anilla $0.1 million increase compared to 2010. Camypperated restaurant operating pi
was offset by a $0.1 million planned increase staerant support and pre-opening costs in our hagialis companyperated market, a $(
million increase in the intercompany royalty chadye to growth in revenues and a $0.3 million iaseein information technology support
other general and administrative expenses, net.

Interest Expense, Net

Interest expense, net was $3.7 million, a $4.3ionildecrease from 2010. This decrease was primdu#/to lower average interest ri
under the Company’s new 2010 credit facility anddo average debt balances outstanding.

Income Tax Expense

Income tax expense was $12.8 million, yielding Haative tax rate of 34.6%, compared to an effectax rate of 31.0% in the prior year
2010, the Company recorded a tax benefit of $1/4omj or $0.05 per diluted share, related to tbenpletion of a federal income tax audit
years 2004 and 2005. Excluding the tax benefitlof $nillion during 2010, the 2010 effective taxeratould have been 35.2%. The Comf’s
effective tax rate differs from statutory rates gwienarily to adjustments in estimated tax reseawes other permanent differences.

Liquidity and Capital Resources
We finance our business activities primarily with:
* Cash flows generated from our operating activites

e Borrowings under our 2010 Credit Facili
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Based primarily upon our generation of cash flovesrf operations, coupled with our existing cash mese (approximately $17.0 millic
available as of December 30, 2012), and availableolwvings under our 2010 Credit Facility (approxteig $22.6 million available as
December 30, 2012), we believe that we will havega@te cash flow (primarily from operating cashwip to meet our anticipated futi
requirements for working capital, various contrattbligations and expected capital expenditure2@d.3.

Under the 2010 Credit Facility, we have the negetiahe right to increase our Revolving Loan Commeitt by up to an additional $
million, which would give the Company a total of25@ million available under the 2010 Credit Fagilit

On December 23, 2010, the Company entered int@@i€ Credit Facility and refinanced the 2005 Créditility with proceeds drawn
closing.

Key terms in the 2010 Credit Facility are discusisetthe Long Term Debt section in this Item 7.
See Note 9 for a discussion of the 2010 Creditlfaci

Our franchise model provides strong, diverse atidlie cash flows. Net cash provided by operatiotivdies of the Company was $4i
million and $32.1 million for 2012 and 2011, resjpesly. The increase in cash provided by operatntivities was primarily attributable
(1) higher revenues and (2) operating profit. See G@ompanys Consolidated Statements of Cash Flows in our @iolated Financi:
Statements.

Our cash flows and available borrowings allow updosue our growth strategies. Our priorities ia tise of available cash are:
e reinvestment in core business activities that pitentiee Compar’s strategic initiatives

« repurchase of shares of our common stock (sulebietrestrictions under our 2010 Credit Facilgpy

* reduction of lon-term debt

Our investment in core business activities includas obligation to maintain and reimage our compapgrated restaurants, const
company-operated restaurants and provide operatigort to our franchise system.

Information regarding increased capital spendirenpéd during 2013 is discussed under the headititednOperational and Financ
Outlook for 2013 within this Item 7.

Under the terms of the Compasy2010 Credit Facility, quarterly principal paymeof $1.5 million will be due during 2013 and 20&#¢
$4.5 million during 2015.

Total Leverage Ratio is defined as the ratio of @@mpany5 Consolidated Total Indebtedness to ConsolidatetiBA for the foul
immediately preceding fiscal quarters. Consolidatethl Indebtedness means, as at any date of degtiam, the aggregate principal amc
of Indebtedness of the Company and its Subsidiaries

Minimum Fixed Charge Coverage Ratio is definedhasratio of the company’Consolidated EBITDA plus Consolidated Rental Erse
less provisions for current taxes less Consolid&tegital Expenditures to Consolidated Fixed Char@emsolidated Fixed Charges is defi
as the sum of aggregate amounts of scheduled painpayments made during such period on Indebtsdniesluding Capital Lea
Obligations, Consolidated Cash Interest, and Cateteld Rental Expense.
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At December 30, 2012 the Company was compliant wafithlebt covenant requirements. The Compamtal Leverage Ratio was 1.2(
1.0 compared to a covenant requirement of less2bi#hto 1.0 and the Minimum Fixed Charge Coveldggo was 2.75 to 1.0 compared
covenant requirement of greater than 1.25 to 1.0.

During 2012, we amended the 2010 Credit Facilitfiniteon of Consolidated Capital Expenditures tcckexle the purchase price paid
Permitted Acquisitions. Also, the definition of Gmiidated Capital Expenditures was amended to declp to $15.0 million of expenditu
for capital or other prepening expenses specifically related to the caierrand reimaging of restaurants in California kfidnesota throuc
the end of fiscal 2013.

On November 13, 2012 the Company completed a $18l®n acquisition of 27 restaurants in Califorraad Minnesota. The restaure
were previously in the trade image of another q@iek/ice restaurant concept. Twesty-(26) of the acquired restaurants are being edat
into the Popeyes Louisiana Kitchen image at a ebspproximately $11.0 million. Following the comsm®n, the restaurants will be lease
Popeyes franchisees to operate under a standachisa agreement. The remaining restaurant propélitie sold. As of December 30, 20
two of the California restaurants had been condeatel leased to a franchisee.

On November 7, 2012, the Company entered into a agwwement with the King Features Syndicate Dinisid Hearst Holdings, In
licensor of the Popey®the Sailorman and associated cartoon characternsai®f the new agreement, the parties agreetiniss the pendir
declaratory judgment action related to their prasidicense agreement. The new agreement confirm®xhiration of the previous licer
agreement and the parties agree to cooperate agth@her to protect their respective intellecfualperty rights on a world-wide basis. A ene
time $7.0 million payment made to King Featureswa$l as the associated legal fees of $1.0 milliwere recorded as an indefiniteed
intangible asset.

The Companys Board of Directors has approved a share repuecpesgram. On February 13, 2013 the Board of Darscapproved ¢
additional $50.0 million for the share repurchasegpam. As of February 27, 2013, the remaining afoimount of shares that may
repurchased under the program was approximately$sillion. See Note 12 to our Consolidated Finah8tatements.

During 2012 and 2011, we repurchased and retir&?28 and 1,465,436 shares of common stock foroappately $15.2 million and $22
million, respectively. During fiscal 2010, no sheuef common stock were repurchased or retired.

Pursuant to the terms of the Compang010 Credit Facility, the Company may repurclisseommon shares when the Total Leverage
is less than 2.00 to 1.0

Operating and Financial Outlook for 2013

The Company is providing certain targets regardimgxpectations for fiscal 2013.

. Samestore sales growth in the range of 3 to -
. New restaurant openings in the range of 175 to 488,net restaurant openings in the range of 83.%0 for a net unit growth rate

4 to 5.5%.
o

. During 2013, the Company expects to open and opé-10 new restaurant

Also included in 2013 openings are 24 of the restatis acquired in Minnesota and California whicli v converted t
Popeyes primarily in the second and third quartéolowing the conversion, the restaurants willlbased to Popey
franchisees to operate under a standard franchisements. One remaining acquired restaurant gyopdl be sold.
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. General and administrative expenses are expectadctease to $72 to $74 million as we continue imwestment in stratec
initiatives and human capital. General and adnrisiiste expenses are expected to remain at appréeiynd.0% of systemvide
sales.

. Capital expenditures for the year are expectecet8 to $28 million, including the conversion ofjaired restaurants in Califor
and Minnesota and the development of Com-operated restauran

. Adjusted earnings per diluted share in the rang®lo87 to $1.42, a 10 to 14% increase over 2018 afcluding the effect of tl
following two items:

© In 2013, the Company plans to repurchase $15 taiidn in outstanding shares, compared to $15illan in 2012.
The Compan’s effective income tax rate in 2013 is expecteldet@pproximately 37%, compared to 36.3% in 2

Long-Term Guidance

Consistent with previous guidance, over the coofdbe upcoming five years, the Company believesekecution of its Strategic Plan \
deliver on an average annualized basis the follgwesults: samstore sales growth of 1 to 3%; net unit growth db4%; and earnings f
diluted share growth of 13 to 15%.

Contractual Obligations

The following table summarizes our contractual gdgions, due over the next five years and thengafteof December 30, 2012:

(In millions) 2013 2014 2015 2016 2017 T:f'taé? Total
Long-term debt, excluding capital leas® $ 6 $6.2 $56.& $ 02 $02 $ 0& $ 70t
Interest on lon-term debt, excluding capital leas® 2.3 2.1 2.1 0.1 0.1 0.1 6.€
Lease® 6.4 6.8 6.€ 6.2 5.¢ 75.€ 107.¢
Copeland formula agreeme®) 3.1 3.1 3.1 3.1 3.1 33.¢ 49.4
Information technology outsourcir®) 1.4 — — — — — 1.4
Business process servic®) 1.t 1kt 0.5 — — — 3.5
Total @ $ 207 $19.¢ $69.1 $ 9.5 $94 $ 110« $ 239.

(1) For variable rate debt, the Company estimated geesatstanding balances for the respective pedodsapplied interest rates in effec
December 30, 2012. See Note 9 to our ConsolidateghEial Statements for information concerning térens of our 2010 Credit Facili
as amended and restated, and the 2011 intereswapeagreement

(2) Of the $107.6 million of minimum lease payments0%1 million of those payments relate to operatieagses and the remain
$6.5 million of payments relate to capital leastee Note 10 to our Consolidated Financial Statesn

(3) See Note 15 to our Consolidated Financial Statesn

(4) We have not included in the contractual obligatitedsie approximately $1.3 million for uncertain tpssitions we have taken on a
return. These liabilities may increase or decrenga time as a result of tax examinations, andrgithe status of the examinations,
cannot reliably estimate the amount or period shcsettlement, if any, with the respective taxintharities. These liabilities also inclu
amounts that are temporary in nature and for whietanticipate that over time there will be no restlcoutflow.
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Share Repurchase Program

During 2012 and 2011, we repurchased and retireéd228 and 1,465,436 shares of common stock foroxppately $15.2 and $2:
million, respectively. During fiscal 2010 no shacdsommon stock were repurchased or retired.

On February 13, 2013 the Board of Directors appioae additional $50.0 million for the share repassh program. As of February
2013, the remaining shares that may be repurchasser the program was approximately $51.4 million.

Pursuant to the terms of the Compang010 Credit Facility, the Company may repurcheseommon stock when the Total Leverage F
is less than 2.00 to 1.0 The Total Leverage Ratidemember 30, 2012 is 1.20 to 1.0.

Capital Expenditures

Our capital expenditures consist primarily of reaging activities associated with compasperated restaurants, new restaurant constr
and development, equipment replacements, invessnienbformation technology, intangible assets attter property and equipment. Cay
expenditures related to meaging activities consist of significant renovaisy upgrades and improvements, which on a perumstabasi
typically cost between $70,000 and $130,000. Cheitpenditures associated with new freestandintueant construction typically cost, o
per restaurant basis, between $0.7 million and illion.

During 2012, we invested approximately $27.3 millio various capital projects, comprised of $1@@the acquisition and conversior
restaurants in California and Minnesota, $7.2 onillfor the construction of five new restaurantsated in Indianapolis and Charlotte, §
million for information technology hardware and tsedre, $0.6 million for reimaging activities at cpamy restaurants, and $1.5 millior
other capital assets to repair and rebuild damagsthurants, and to maintain, replace and exteadlives of Companyperated QS
equipment and facilities.

During 2011, we invested approximately $10.4 millia various capital projects, comprised of $1.8ian for the construction of two ne
restaurants located in Indianapolis and New Orle®®< million for information technology hardwaard software, $1.5 million for reimagi
activities at company restaurants, $6.1 milliontfue construction of the new corporate office, $@iion for new point of sale equipment
companyeperated restaurants, and $0.5 million in otheitahpssets to repair and rebuild damaged resttyrand to maintain, replace
extend the lives of compargperated QSR equipment and facilities. Approxinyat®2.8 million was received in tenant improven
allowances for the construction of the new corpoddfice reducing the total cash outlay for capajects from $10.4 million to $7.6 million.

During 2010, we invested approximately $3.2 millionvarious capital projects, comprised of $1.4lignl for information technolog
hardware and software at Compasperated restaurants and the corporate office, ®illlibn for restaurant reimaging and corporateice
construction and $0.6 million in other capital aste maintain, replace and extend the lives ofmamy-operated QSR equipment and facilit

Substantially all of our capital expenditures haeen financed using cash provided from operatitigiies and borrowings under our b
credit facilities.

See Operating and Financial Outlook for 2012 fdrsgussion of expected capital expenditures dW2DR.
Off-Balance Sheet Arrangements
The Company has no significant Off-Balance SheeaWgements.
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Long Term Debt

2010 Credit Facility. On December 23, 2010, the Company enteredaittank credit facility with a group of lenders catiag of a five
year $60.0 million dollar revolving credit facilitgnd a five year $40.0 million dollar term loan.eTB005 Credit Facility was retired w
proceeds from the 2010 Credit Facility.

Key terms in the 2010 Credit Facility include tlodldwing:
. The term loan and revolving credit facility matyritate is December 23, 201
. The Company must maintain a Total Leverage Rat<2.75to0 1.0
. The interest rate is LIBOR plus 250 basis poi
. The Company must maintain a Minimum Fixed ChargeeCage Ratio 0> 1.25t0 1.0
. The Company may repurchase and retire its commarestat any time the Total Leverage Ratio is leas 2.00 to 1.C
. The Company may make Permitted Acquisitions attamg the Total Leverage Ratio is less than 2.5D.60

In connection with the refinancing during 2010, @empany expensed $0.6 million associated withetttnguishment of the Term B Loi
which is reported as a component of “Interest egpenet.”Additionally, the Company capitalized approximat8l.2 million of fees related
the new facility as debt issuance costs which beéllamortized over the remaining life of the fayilittilizing the effective interest method
the term loan and the straight-line method forrthelving credit facility.

The revolving credit facility and term loan beateirest based upon alternative indices (LIBOR, Fadeunds Effective Rate, Prime Rate
a Base CD rate) plus an applicable margin as dpdcif the facility. The margins on the term angoteing credit facility may fluctua
because of changes in certain financial leveratjgsrand the Company’compliance with applicable covenants of the 20dédit Facility. Th
Company also pays a quarterly commitment fee d#%0dh the unused portions of the revolving crediility. As of December 30, 2012, 1
Company had $37.0 million of loans outstanding uriderevolving credit facility. Under the terms thie revolving credit facility, the Compa
may obtain other shoterm borrowings of up to $10.0 million and lettefscredit up to $25.0 million. Collectively, theesther borrowings ar
letters of credit may not exceed the amount of edusorrowings under the 2010 Credit Facility. AdDafcember 30, 2012, the Company
$0.4 million of outstanding letters of credit. Aladiility for shortterm borrowings and letters of credit under theohemg credit facility wa
$22.6 million.

The 2010 Credit Facility is secured by a first ptiosecurity interest in substantially all of t®@mpanys assets. The 2010 Credit Fac
contains financial and other covenants, includingenants requiring the Company to maintain variancial ratios, limiting its ability t
incur additional indebtedness, restricting the amiai capital expenditures that may be incurrestrigting the payment of cash dividends,
limiting the amount of debt which can be loaneditie Companys franchisees or guaranteed on their behalf. Tdddity also limits th
Companys ability to engage in mergers or acquisitiond, catain assets, repurchase its common stock lated ito certain lease transactic
The 2010 Credit Facility includes customary evearitdefault, including, but not limited to, the faiie to pay any interest, principal or fees w
due, the failure to perform certain covenant age@s) inaccurate or false representations or waesarinsolvency or bankruptcy, changt
control, the occurrence of certain ERISA eventsjaddment defaults.

Under the terms of the Compasy2010 Credit Facility, quarterly principal paymeof $1.5 million will be due during 2013 and 20&#¢
$4.5 million during 2015.
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As of December 30, 2012, the Company was in compdiawith the financial and other covenants of tB4@ Credit Facility. As ¢
December 30, 2012 and December 25, 2011, the Coripaveighted average interest rate for all outstapdidebtedness under the 2
Credit Facility were 3.7% and 3.8% respectively.

Fair Value of DebtThe fair values of each of our lotgrm debt instruments are based on the amountufefeash flows associated with e
instrument, discounted using our current borrowiatg for similar debt instruments of comparableurigt. The estimated fair values of
term loan and capital lease obligations approxich#tteir carrying values as of December 30, 2012.

Impact of Inflation

The impact of inflation on the cost of food, labfurel and energy costs, and other commodities in@adéted our operating expenses. T¢
extent permitted by the competitive environmentinich we operate, increased costs are partiallpue®d through menu price incree
coupled with purchasing prices and productivity ioygments.

Tax Matters

We are involved in U.S., state and local tax auitsncome, franchise, property and sales andases. In general, the statute of limitati
remains open with respect to tax returns that \iilere for each tax year after 2008. However, upotiae of a pending tax audit, we often ag
to extend the statute of limitations to allow famwplete and accurate tax audits to be performed.O8. federal tax years 2010 through =
are open to audit. In general, the state tax ya@es to audit range from 2008 through 2011.

Market Risk

We are exposed to market risk from changes in icecammodity prices, foreign currency exchangegatad interest rates. All of the
market risks arise in the normal course of businasswe do not engage in speculative trading dietsvi The following analysis provid
guantitative information regarding these risks.

Commodity Market Risk. We are exposed to market risk from changes ittqyoand other commodity prices. Fresh chickerhis principa
raw material for our Popeyes operations, constiguthore than 40% of our combined “Restaurant fbesierages and packagingdsts. Thes
costs are significantly affected by fluctuationghe cost of chicken, which can result from a nunddactors, including increases in the co:
grain, disease, declining market supply of fasid sized chickens and other factors that affeatlability, and greater international demanc
domestic chicken products. We are affected by dlattbns in the cost of other commodities includégrtening, wheat, gas and utility pi
fluctuations. Our ability to recover increased sdkrough higher pricing is limited by the comgeé&tenvironment in which we operate.

In order to ensure favorable pricing for fresh &kit purchases and to maintain an adequate supgstf chicken for the Popeyes syst
Supply Management Services, Inc. (a notgoofit purchasing cooperative of which we are a merj has entered into chicken purcha
contracts with chicken suppliers. The contractsictvipertain to the vast majority of our system-wja@chases for Popeyes are “cost-plus
contracts that utilize prices based upon the cbdeed grains plus certain agreed upon feed and processing costs. In order to stal
pricing for the Popeyes system, Supply Managementi&s, Inc. has entered into commodity pricingeagients for certain commodit
including corn, soy, and wheat which impact the@mf poultry and other food costs. Current commyodbverage is 100% of Q1 needs
approximately 25% of Q2 needs at levels equal tlightly lower than in Q4 2012.

Foreign Currency Exchange Rate RiskWe are exposed to foreign currency exchangefrisk the potential changes in foreign curre
rates that directly impact our royalty revenues eash flows from our international franchise opera. In 2012, franchise revenues from tl
foreign currency based operations represented

33



Table of Contents

approximately 7.8% of our total franchise revenues. each of 2012, 2011, and 2010, foresgmwced revenues represented approxim
6.9%, 7.5%, and 7.2%, of our total revenues, rdaspdy. All other things being equal, for the fi$geear ended December 30, 2012, oper:
profit would have decreased by approximately $0illian if all foreign currencies had uniformly weaked 10% relative to the U.S. Dollar.

As of December 30, 2012, approximately $1.1 millafour accounts receivable were denominated ieidor currencies. During 2012
net loss from the exchange rate was insignific@ut. international franchised operations are in@@ifjn countries with approximately 50%
our revenues from international royalties origingtfrom restaurants in Korea, Canada and Turkey.

Interest Rate Risk. Our net exposure to interest rate risk consistaipborrowings under our 2010 Credit Facility,amsended and restat
Borrowings made pursuant to that facility includéerest rates that are benchmarked to U.S. andpoEanoshorterm floating interest rates.
of December 30, 2012, the balances outstandingrumale2010 Credit Facility, totaled $68.3 milliofhe impact on our annual results
operations of a hypothetical opeint interest rate change on the outstanding lbelander our 2010 Credit Facility would be apprately
$0.4 million.

Critical Accounting Policies and Estimates

Our significant accounting policies are presentetlote 2 to our Consolidated Financial Statemedfsour significant accounting policie
we believe the following involve a higher degreeisk, judgment and/or complexity. These policiegolve estimations of the effect of mati
that are inherently uncertain and may significamtiypact our quarterly or annual results of operaior financial condition. Changes in
estimates and judgments could significantly afteatresults of operations, financial condition aagh flows in future years.

Impairment of Long-Lived Assets.We evaluate property and equipment for impairndening the fourth quarter of each year or w
circumstances arise indicating that a particulaetmay be impaired. For property and equipmeonbaipanyeperated restaurants, we perfi
our annual impairment evaluation on an individeataurant basis. We evaluate restaurants usingoaytar history of operating lossess ou
primary indicator of potential impairment. We eatlel recoverability based on the restausaftrecasted undiscounted cash flows fol
expected remaining useful life of the unit, whickarporate our best estimate of sales growth andimanprovement based upon our plans
the restaurant and actual results at comparalieurasits. The carrying values of restaurant agisatsare not considered recoverable are wi
down to their estimated fair market value, which gemerally measure by discounting estimated futash flows. We performed our anr
evaluation of property and equivalent during therfio quarter 2012 and determined that no impairmerst indicated.

Estimates of future cash flows are highly subjecfiwdgments and can be significantly impacted bgnges in the business or econc
conditions. The discount rate used in the fair gatalculations is our estimate of the required oditeeturn that a third party would expec
receive when purchasing a similar restaurant aedréfated londived assets. We believe the discount is commetsw#h the risks ar
uncertainty inherent in the forecasted cash flows.

Impairment of Goodwill and Trademarks. We evaluate goodwill and trademarks for impairtn@m an annual basis (during the fo
quarter of each year) or more frequently when airstances arise indicating that a particular assst loe impaired. Our goodwill impairmt
evaluation includes a comparison of the fair valtieur reporting units with their carrying valueuQreporting units are our business segm
Intangible assets, including goodwill, are allodate each reporting unit. The estimated fair valtieach reporting unit is the amount for wt
the reporting unit could be sold in a current teamti®n between willing parties. We estimate the failue of our reporting units using
discounted cash flow model or market price, if &@lde. The operating assumptions used in the digeducash flow model are gener.
consistent with the reporting unit's past perforcaand with the projections and assumptions tleatsed in our current operating plans. Sucl
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assumptions are subject to change as a resultaofyoing economic and competitive conditions. Thedlisit rate is our estimate of the requ
rate of return that a thirgarty buyer would expect to receive when purchasimgisiness from us that constitutes a reportirig e believ
the discount rate is commensurate with the riské$ @mcertainty inherent in the forecasted cash floifva reporting units carrying valu
exceeds its fair value, goodwill is written down its implied fair value. The Company follows a demianalysis for the evaluation
trademarks, but that analysis is performed on apamyrwide basis.

During the fourth quarter of fiscal year 2012, werfprmed our annual assessment of recoverabilitgagdwill and trademarks a
determined that no impairment was indicated. Oum@anyeperated restaurants segment has goodwill of $2lidmas of the end of 201
The assumptions used in determining fair valuethi@ reporting unit are generally consistent whie teporting unis past performance a
with the projections and assumptions that are us¢lde Companys current operating plans. While our operating rexggions reflect what w
believe are reasonable and achievable growth réd#sre to realize these growth rates could regulfuture impairment of the recorc
goodwill. If we believe the risks inherent in thesiness increase, the resulting change in the wideate could also result in future impairn
of the recorded goodwiill.

Fair Value MeasurementsFair value is the price the Company would recetvedll an asset or pay to transfer a liability {gxice) in a
orderly transaction between market participants.tRose assets and liabilities recorded or disd@gdair value, we determine fair value bz
upon the quoted market price, if available. If @tga market price is not available for identicaets, we determine fair value based upol
guoted market price of similar assets or the pitegaine of expected future cash flows considertmg risks involved, including counterpe
performance risk if appropriate, and using discaaigs appropriate for the duration. The fair valase assigned a level within the fair vi
hierarchy, depending on the source of the inputstime calculation.

Level 1 Inputs based upon quoted prices in active marketgléntical asset:

Level 2 Inputs other than quoted prices included withinelel/that are observable for the asset, eithecttijrer
indirectly.

Level 3 Inputs that are unobservable for the as

Allowances for Accounts and Notes Receivable anchtitgent Liabilities. We reserve a franchisee’s receivable balance based pre-
defined aging criteria and upon the occurrencetloéroevents that indicate that we may or may ntécithe balance due. In the case of n
receivable, we perform this evaluation on a noterbie basis, whereas this analysis is performetldmaggregate for accounts receivable
provide for an allowance for uncollectibility based such reviews. See Note 2 to the Consolidatedri€ial Statements for informat
concerning our allowance account for both accoretsivable and notes receivable.

With respect to contingent liabilities, we similamieserve for such contingencies when we are abkssess that an expected loss is
probable and reasonably estimable.

Leases. When determining the lease term, we often inclopt&on periods for which failure to renew the ke@amposes a penalty in such
amount that a renewal appeatrs, at the inceptidgheofease, to be reasonably assured. We recoreéxpense for leases that contain schec
rent increases on a straiglte basis over the lease term, including any opteriods considered in the determination of tleasé tern
Contingent rentals are generally based on saletsl@v excess of stipulated amounts, and thus areansidered minimum lease payments
are included in rent expense as they accrue.

Deferred Tax Assets and Tax ReservedVe make certain estimates and judgments in detergnincome tax expense for finant
statement purposes. These estimates and judgmemisio the calculation of certain tax assets aailities, which arise from differences
the timing of recognition of revenue and expensddr and financial statement purposes.
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We assess the likelihood that we will be able wover our deferred tax assets. We consider histiolewels of income, expectations |
risks associated with estimates of future taxahd®ine and ongoing prudent and feasible tax plansirajegies in assessing the need fo
valuation allowance. If recovery is not likely, Wwecrease our provision for taxes by recording aiatibn allowance against the deferred
assets that we estimate will not ultimately be vecable. We carried a valuation allowance on oderded tax assets of $5.9 million
December 30, 2012 and $5.5 million at Decembef@%]1, based on our view that it is more likely tima that we will not be able to take a
benefit for certain state operating loss carryfongavhich continue to expire.

The Company recognizes the benefit of positionenatr expected to be taken in a tax return in thential statements when it is m
likely than not (i.e. a likelihood of more thant§ifpercent) that the position would be sustainednupxamination by tax authorities.
recognized tax position is then measured at thgetaramount of benefit that is greater than fifgrgent likely of being realized up
settlement. Changes in judgment that result in esgpsnt recognition, derecognition or change in asuement of a tax position taken
prior annual period (including any related interagtl penalties) is recognized as a discrete itetmeninterim period in which the char
occurs. At December 30, 2012, we had approxim&k&l3 million of unrecognized tax benefits, $0.2limil of which, if recognized, wou
affect the effective tax rate. At December 30, 20th2 Company had approximately $0.1 million ofraed interest and penalties relate
uncertain tax positions.

See Note 18 to the Consolidated Financial Statesrfent further discussion of our income taxes.

Stock-Based Compensation Expendene Company measures and recognizes stock-basgueosation expense at fair value for all shar
based payments, including stock options, restristedk awards and restricted share units. Thevidire of stock options with only serv
conditions are estimated using a Black-Scholesoogaficing model. The fair value of stock options wghrvice and market conditions
valued utilizing a Monte Carlo simulation embedded lattice model. The fair value of stobksed compensation is amortized on the gi
vesting attribution method. Our option pricing misdeequire various highly subjective and judgmeatgumptions including riskee interes
rates, expected volatility of our stock price, eotpe forfeiture rates, expected dividend yield ardected term. If any of the assumptions
in the models change significantly, shimsed compensation expense may differ materialifhénfuture from that recorded in the cur
period. Our specific weighted average assumptigesl tio estimate the fair value of stdzksed employee compensation are set forth in N
to the Consolidated Financial Statements.

Derivative Financial InstrumentsWe use interest rate swap agreements to reducitevest rate risk on our floating rate debt unithe
terms of the 2010 Credit Facility. We recognizeddtivatives on the balance sheet at fair valueiné¢ption and on an ogeing basis, w
assess whether each derivative that qualifiesddgl accounting continues to be highly effectiveffsetting changes in the cash flows of
hedged item. If the derivative meets the hedgeriaitas defined by certain accounting standardsgds in the fair value of the derivative
recognized in “Accumulated other comprehensive’lassil the hedged item is recognized in earningse ineffective portion of a derivative’
change in fair value, if any, is immediately reciagd in earnings.

As a result of the use of derivative instruments,are exposed to risk that the counterpartiesfaiillto meet their contractual obligatio
Recent adverse developments in the global finameidl credit markets could negatively impact thelitneorthiness of our counterparties
cause one or more of our counterparties to fgileidorm as expected. To mitigate the counterpaddlitrisk, we only enter into contracts v
carefully selected major financial institutions édsupon their credit ratings and other factors, emtinually assess the creditworthines
counterparties. To date, all counterparties haviopaed in accordance with their contractual oltligyas.
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Recent Accounting Standards

In July 2012, the FASB issued guidance on testiagfinitelived intangible assets for impairment. The guidaallows an entity the opti
first to assess qualitative factors to determinetiver the existence of events and circumstancésaited that it is more likely than not that
indefinitedived intangible asset is impaired. If, after as#®s the totality of events and circumstances,rdityeconcludes that is not more liki
than not that the indefinitived intangible asset is impaired, then the ernfityot required to take further action. Howevean entity conclude
otherwise, then it is required to determine the value of the indefinitdived intangible asset and perform the quantitaimpairment test t
comparing the fair value with the carrying amodritis guidance is effective for annual and intenmpairment tests performed for fiscal ye
beginning after September 15, 2012. We do not éxpecadoption of this guidance to have a mat@righct on our operating results.

Management’s Use of Non-GAAP Financial Measures

Adjusted earnings per diluted share, Operating ERB{T Companyeperated restaurant operating profit margins arek Frash flow a
supplemental non-GAAP financial measures. The Compeses adjusted earnings per diluted share, QpgreBITDA, Companyeperate
restaurant operating profit margins and Free chwsh ih addition to net income, operating profit acash flows from operating activities,
assess its performance and believes it is impofianinvestors to be able to evaluate the Compasipguthe same measures usec
management. The Company believes these measurespmeant indicators of its operational strengtid performance of its business beci
they provide a link between profitability and opéarg cash flow. Adjusted earnings per diluted sh@&perating EBITDA, Compangperate
restaurant operating profit margins and Free clash ds calculated by the Company are not necegganhparable to similarly titled measu
reported by other companies. In addition, adjust@uhings per diluted share, Operating EBITDA, Conygaperated restaurant operating pi
margins and Free cash flow: (a) do not represenineeme, cash flows from operations or earningsspare as defined by GAAP; (b) are
necessarily indicative of cash available to funghcliow needs; and (c) should not be considereahaalternative to net income, earnings
share, operating profit, cash flows from operatuwtivities or other financial information determihender GAAP.

Adjusted Earnings Per Diluted Share: Calculatiordddefinition

The Company defines adjusted earnings for the germesented as the Company’s reported net incdree aajusting for certain non-
operating items consisting of the following:

(i) other expense (income), net, as follows:

. Fiscal 2012 includes $0.9 million in gains on saleeal estate assets to franchisees partialledffg $0.3 million loss on disposals
property and equipment and $0.1 of million hurri-related expenses, n

. Fiscal 2011 includes $0.8 million in expenses far ylobal service center relocation, and $0.5 amiliin disposals of fixed ass
offset by a $0.8 million net gain on the sale cfeds;

(ii) for fiscal 2011, $0.5 million in accelerate@pmteciation related to the Company’s relocatioa teew global corporate service center;
(iii) for fiscal 2012, $0.5 million in legal feeglated to licensing arrangements and
(iv) the tax effect of these adjustments.

Adjusted earnings per diluted share provides thespare effect of adjusted net income on a dilbtesls. The following table reconciles ¢
historical basis fiscal 2012 and fiscal 2011, tlen@any’s adjusted
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earnings per diluted share on a consolidated basige line on its consolidated statement of op@natentitled net income, which the Comp
believes is the most directly comparable GAAP measa its consolidated statement of operationsljosted earnings per diluted share:

(in millions, except per share da Fiscal 2012 Fiscal 2011
Net income $ 30.4 $ 24.2
Other expense (income), r (0.5 0.t
Accelerated depreciation related to the Company’s

relocation to a new Global Service Cer - 0.t
Fees related to licensing arrangeme 0.t -
Tax effect - (0.5
Adjusted net incom $ 30.4 $ 24.7
Adjusted earnings per diluted shi $ 1.24 $0.99
Weighted average diluted shares outstan 24.5 25.(

Operating EBITDA: Calculation and Definition

The Company defines Operating EBITDA asafnings before interest expense, taxes, depmtiatnd amortization, other exper
(income), net and legal fees related to licensimgregements.The following table reconciles on a historical Isakr 2012 and 2011, t
Companys earnings before interest expense, taxes, depoeciand amortization, other expenses (income), amet legal fees related
licensing arrangements (“Operating EBITDASn a consolidated basis to the line on its conatéid statement of operations entitled
income, which the Company believes is the mostctiraeomparable GAAP measure on its consolidatatestent of operations to Operai
EBITDA. “Operating EBITDA” as a percentage of “TbRevenues” is defined as “Operating EBITDA” divitlby “Total Revenues”.

(dollars in millions) Fiscal 201. Fiscal 201:
Net income $ 30.4 $ 24.2
Interest expense, n 3.€ 3.7
Income tax expens 17.3 12.¢
Depreciation and amortizatic 4.€ 4.2
Other expenses (income), | (0.5 0.t
Legal fees related to licensing arrangem 0.5 -
Operating EBITDA $ 55.¢ $ 45.4
Total Revenue $ 178.¢ $ 153.¢
Operating EBITDA as a percentage of Total Revel 31.2% 29.5%
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Company-Operated Restaurant Operating Profit Mar@ialculation and Definition

The Company defines adjusted company-operatedurastiaoperating profit as “sales by company-opédraéstaurants” minusréstaurar
employee, occupancy and other expenses” minusatremtt food, beverages and packaging”. The follgwablereconciles on a historic
basis for 2012 and 2011, the Company’'s compapgrated restaurant operating profit to the lir@miton its consolidated statemen
operations entitled “sales by company-operatecuoeants,'which the Company believes is the most directly parable GAAP measure on
consolidated statement of operations to “Compargrated restaurant operating profit". Compamerated restaurant operating profit marg
defined as Company-operated restaurant operatofg givided by “sales by company-operated restats'a

(dollars in millions) Fiscal 201. Fiscal 201
Sales by compar-operated restaurar $ 64.( $ 54.¢
Restaurant employee, occupancy and other exp (31.9 (26.7)
Restaurant food, beverages and packa (21.9) (18.9)
Compan-operated restaurant operating pr $ 11.1 $ 10.2
Compan-operated restaurant operating profit mai 17.5% 18.7%

Free Cash Flow: Calculation and Definition

The Company defines Free Cash Flow as “net incophe$ “depreciation and amortization,” plus “stocksbd compensation expense,
minus “maintenance capital expenditures” (whicHudes: for fiscal 2012 $0.6 million in Companperated restaurant reimages, $1.1 mi
of information technology hardware and software &t million in other capital assets to maintagplace and extend the lives of Company
operated restaurant facilities, and for fiscal 28115 million in Companyperated restaurant reimages, $0.8 million of mfation technolog
hardware and software and $0.5 million in otheritehmssets to maintain, replace and extend theslioef Companyperated restaure
facilities). In 2012, maintenance capital expengisuexclude $16.9 million related to the acquirestaurants in Minnesota and California
$7.2 million for the construction of new compaoperated restaurants. In 2011, maintenance capipenditures exclude $3.3 million relate
the construction of the new corporate office, abhd$nillion for the construction of new Company-tated restaurants.

The following table reconciles on a historical Isafair fiscal 2012 and fiscal 2011, the Companfyee cash flow on a consolidated bas
the line on its consolidated statement of operatientitted net income, which the Company beliegethé most directly comparable GA
measure on its consolidated statement of operatorisee cash flow. Free Cash Flow as a percentage of total revenwee (Eash Flo
Margin)” is defined as “Free Cash Flow” divided ‘iyotal revenue.”

(dollars in millions) Fiscal 201. Fiscal 201:
Net income $ 30.¢ $ 24.;
Depreciation and amortizatic 4.€ 4.2
Stocl-based compensation expel 4.9 2.8
Maintenance capital expenditul (3.2 (2.9
Free cash flov $ 36.7 $ 28.E
Total Revenut $ 178.¢ $ 153.¢
Free cash flow as a percentage of total revenwee (€ash flow margir 20.5% 18.5%
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Forward-Looking Statements

Forward-Looking Statement: Certain statements in #finnual Report on Form 10-K contain “forward-laog statementswithin the
meaning of the federal securities laws. Statemeegmrding future events and developments and oturduperformance, as well
management’s current expectations, beliefs, plasSmates or projections relating to the futures orwardlooking statements within t
meaning of these laws. These forwéwdking statements are subject to a number of @sidsuncertainties. Examples of such statemeritss
Annual Report on Form 10-K include discussions reigg the Company planned implementation of its strategic plan,eetations regardir
future growth, planned share repurchases, projectiamd expectations regarding same-store saldsdéat 2013 and beyond, the Company’
ability to improve restaurant level margins, guidaror new restaurant openings and closures, aféegicome tax rate, and the Company’
anticipated 2013 and lortgrm performance, including projections regardiegeyal and administrative expenses, net earninggilpéed share
operating profit, operating EBITDA and similar statents of belief or expectation regarding futurenés. Among the important factors 1
could cause actual results to differ materiallyrirthose indicated by such forwalmbking statements are: competition from otheraesn
concepts and food retailers, continued disruptiortbe financial markets, the loss of franchisems ether business partners, labor shortag
increased labor costs, increased costs of our ipehfood products, changes in consumer prefereacelsdemographic trends, as wel
concerns about health or food quality, instancesviadin flu or other foodborne ilinesses, general economic conditions, diss bf senic
management and the inability to attract and resalditional qualified management personnel, limitagi on our business under our ct
facility, our ability to comply with the repaymergquirements, covenants, tests and restrictiontacwd in our credit facility, failure of o
franchisees, a decline in the number of franchiseits, a decline in our ability to franchise newitsnslowed expansion into new mark
unexpected and adverse fluctuations in quartesylt®, increased government regulation, effecigottile gasoline prices, supply and deliv
shortages or interruptions, currency, economic palitical factors that affect our international ogéons, inadequate protection of
intellectual property and liabilities for environmial contamination and the other risk factors dedain this Annual Report on Form X0anc
other documents we file with the Securities andiaxge Commission. Therefore, you should not plackie reliance on any forwatdeking
statements.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Information about market risk can be found in Itérof this report under the heading “Market Rigkid is hereby incorporated by refere
into this Item 7A.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DAT A

Our Consolidated Financial Statements can be fdueginning on Page E-of this Annual Report, and the relevant portiafisthost
statements and the accompanying notes are heredaporated by reference into this Item 8.

ltem 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.

Item 9A. CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedures

Disclosure controls and procedures are controls ahdr procedures of a registrant designed to enthat information required to
disclosed by the registrant in the reports thitds or submits under the Securities Exchangeohd934, as amended (the “Exchange Aid")
recorded, processed, summarized and reported,
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within the time periods specified in the SEC’s subnd forms and that such information is accumdlared communicated to a registrant’
management, including its principal executive andricial officers, as appropriate, to allow for ¢iijndecisions regarding required disclosures

(b) Our Evaluation of AFC’s Disclosure Controls ahProcedures

We evaluated the effectiveness of the design aedatipn of AFCS disclosure controls and procedures as of Dece8the2012, as requir
by Rule 13a-15(b) and 1506(b) of the Exchange Act. This evaluation wasiedrout under the supervision and with the pardittgn of ou
management, including our Chief Executive Offi¢é€EQO") and Chief Financial Officer (“CFO”).

Based on management’s assessment, the CEO andddiefDard that the Comparsydisclosure controls and procedures were effeetive
December 30, 2012 to ensure that information requio be disclosed in the reports we file or submitler the Exchange Act is recorc
processed, summarized and reported, within the pieneds specified in the SECtules and forms and accumulated and communit¢attd
Companys management, including its principal executive gndcipal financial officers as appropriate tooall timely decisions regardi
required disclosures.

(c) Management’s Report on Internal Control Ovelirkancial Reporting

Our management is responsible for establishingnaaititaining adequate internal control over finahm@porting as defined in Rule 13a-1-
(f) and 15d-15(f) under the Exchange Act. The Comypainternal control over financial reporting is a@ess designed to provide reason
assurance regarding the reliability of financigboging and the preparation of the Companfihancial statements for external repor
purposes in accordance with generally accepteduatiog principles.

Internal control over financial reporting has indwr limitations. Internal control over financialpaating is a process that involves hur
diligence and compliance and is subject to lapsgsdgment and breakdowns resulting from humarufed. Internal control over financ
reporting also can be circumvented by collusioringproper management override. Because of suchdiioits, there is a risk that mate
misstatements may not be prevented or detected timedy basis by internal control over financialpogting. However, these inher
limitations are known features of the financialagmg process. Therefore, it is possible to degign the process safeguards to reduce, th
not eliminate, this risk.

Management assessed the effectiveness of the Cgispaternal control over financial reporting as afd@mber 30, 2012, using the crit
set forth by the Committee of Sponsoring Organireti of the Treadway Commission internal Control-Integrated Framework This
evaluation was carried out under the supervisiah with the participation of our management, inchgdour CEO and CFO. Based on
assessment, management concluded that as of Decgta#®912, the Company’s internal control oveafinial reporting is effective.

PricewaterhouseCoopers, LLP, our independent ergidtpublic accounting firm that audited our coitsted financial statements incluc
in this Annual Report, has also audited the Comjmmternal control over financial reporting as aéd@mber 30, 2012. This report car
found on Page F-1 of this Annual Report.

(d) Changes in Internal Control Over Financial Reypting

During the fourth quarter of 2012, there was nangjeein the Compang’internal control over financial reporting thashmaterially affecte:
or is reasonably likely to materially affect, ther@pany’s internal control over financial reporting.

Item 9B. OTHER INFORMATION
None.
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PART III.
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information regarding our directors, executive aéfis, audit committee and our audit committee firrexpert required by this Item 10 v
be included in our definitive Proxy Statement fbe 2013 Annual Meeting of Shareholders and suctiadisre is incorporated herein
reference. Biographical information on our exeaaitdfficers is contained in Iltem 4A of this Annuatpdrt on Form 10 and is incorporate
herein by reference.

We have adopted an Honor Code that applies to ioeictdrs and all of our employees, including oungipal executive officer, princip
financial officer, principal accounting officer aontroller, or persons performing similar functio#scopy of the Honor Code is available
our website at www.afce.com. Copies will be furedhupon request. You may mail your requests tofdilewing address: Attn: Office
General Counsel, 400 Perimeter Center Terracee 3000, Atlanta GA, 30346. If we make any amendmémtthe Honor Code other tt
technical, administrative, or other nenbstantive amendments, or grant any waivers flmrHonor Code, we will disclose the nature of
amendment or waiver, its effective date and to wiitcapplies on our website or in a report on ForK Bled with the SEC.

Item 11. EXECUTIVE COMPENSATION

Information regarding executive compensation regliby this Item 11 will be included in our defimii Proxy Statement for the 2(
Annual Meeting of Shareholders and such disclosuircorporated herein by reference.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Information regarding security ownership of certaieneficial owners and management and related tsbdadr matters required by t
Item 12 will be included in our definitive Proxyament for the 2013 Annual Meeting of Stockholdmrd such disclosure is incorpore
herein by reference.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information regarding certain relationships an@ted transactions and director independence refjbirehis Item 13 will be included in ¢
definitive Proxy Statement for the 2013 Annual Megiof Stockholders and such disclosure is incafeat herein by reference.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The Companys independent registered public accounting firrRrisewaterhouseCoopers LLP. Information regardingcjpal accountal
fees and services required by this Item 14 wilifmuded in our definitive Proxy Statement for @13 Annual Meeting of Shareholders
such disclosure is incorporated herein by reference
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PART IV.
Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Financial Statements

The following consolidated financial statementsegybeginning on Page F-1 of the report:

Page:
Report of Independent Registered Public Accounfimg F-1
Consolidated Balance Sheets as of December 30,&td December 25, 20: F-2
Consolidated Statements of Operations for Fiscalr¥ 2012, 2011, and 20 F-3
Consolidated Statements of Comprehensive IncomEisoal Years 2012, 2011, and 2( F-4
Consolidated Statements of Changes in Shareh’ Equity for Fiscal Years 2012, 2011, and 2( F-5
Consolidated Statements of Cash Flows for Fiscar¥ 2012, 2011, and 20 F-6
Notes to the Consolidated Financial Statem F-7

We have omitted all other schedules because theitcmms requiring their filing do not exist or berse the required information appear
our Consolidated Financial Statements, includirggrtbtes to those statements.

(b) Exhibits
Exhibit Description
Number

2.1(z) Asset Purchase Agreement among AFC EnterprisesatttWagstaff Management Corporation, Wagstaffridgota, Inc.,
Wagstaff Properties Minnesota, LLC, D&D Propertydstments, LLC, Wagstaff Properties, LLC, and D&BbE Management,
Inc., dated October 11, 2012. (Schedules and dslobiitted pursuant to Item 601(b)(2) of Regulat®K. The Company agrees
to furnish supplementally a copy of any omittedestifie to the Securities and Exchange Commission tguuest.

3.1(c) Articles of Incorporation of AFC Enterprises, Inas amended, dated June 24, 2(
3.2(u) Amended and Restated Bylaws of AFC Enterprises,

4.1(n) Form of registrar s common stock certificat

10.1(e Form of Popeyes Development Agreement, as amel

10.2(e Form of Popeyes Franchise Agreem:

10.3(a. Formula Agreement dated July 2, 1979 among Alvilc@peland, Gilbert E. Copeland, Mary L. Copelandth@rine Copeland,
Russell J. Jones, A. Copeland Enterprises, IncPamegyes Famous Fried Chicken, Inc., as amendsmtdc

10.4(a. Supply Agreement dated March 21, 1989 between Neea@s Spice Company, Inc. and Biscuit Investménts,

10.5(a Recipe Royalty Agreement dated March 21, 1989 ldyaanong Alvin C. Copeland, New Orleans Spice Comphrt. and Biscui
Investments, Inc

10.6(d Licensing Agreement dated March 11, 1976 between Keatures Syndicate Division of The Hearst Caian and A. Copelar
Enterprises, Inc. as amended through November(®.

10.7(a. Assignment and Amendment dated January 1, 1981eleetw. Copeland Enterprises, Inc., Popeyes Famaed Ehicken, Inc.
and King Features Syndicate Division of The He@xatporation

10.8(a Letter Agreement dated September 17, 1981 betwéemn eatures Syndicate Division of The Hearst Caafion, A. Copeland
Enterprises, Inc. and Popeyes Famous Fried Chitker
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Exhibit Description
Number

10.9(a) License Agreement dated December 19, 1985 by ameebae King Features Syndicate, Inc., The Hearsp@mation, Popeyes, Inc.
and A. Copeland Enterprises, li

10.10(a) Letter Agreement dated July 20, 1987 by and betwéeg Features Syndicate, Division of The Hearstgdeation, Popeyes, Inc.
and A. Copeland Enterprises, li

10.11(m Amendment dated January 1, 2002 by and betweerstddaldings, Inc., King Features Syndicate Divistord AFC Enterprises, Ir
10.12(a) 1992 Stock Option Plan of AFC, effective as of Nmber 5, 1992, as amended to da

10.13(a) 1996 Nonqualified Performance Stock Option F— Executive of AFC, effective as of April 11, 199¢
10.14(a) 1996 Nonqualified Performance Stock Option F— General of AFC, effective as of April 11, 199t
10.15(a) 1996 Nonqualified Stock Option Plan of AFC, effgetas of April 11, 1996.

10.16(a) Form of Nonqualified Stock Option Agreeme«— General between AFC and stock option participar
10.17(a) Form of Nonqualified Stock Option Agreeme«— Executive between AFC and certain key executiv
10.18(a) 1996 Employee Stock Bonus P Executive of AFC effective as of April 11, 199¢

10.19(a) 1996 Employee Stock Bonus P General of AFC effective as of April 11, 199¢

10.20(a) Form of Stock Bonus Agreeme— Executive between AFC and certain executive officke

10.21(a) Form of Stock Bonus Agreeme— General between AFC and certain executive offite

10.22(a) Form of Secured Promissory Note issued by cert@mbers of managemen

10.23(a) Form of Stock Pledge Agreement between AFC anadicemembers of managemer

10.24(a) Settlement Agreement between Alvin C. CopelandgeBiNied Foods and Seasonings, Inc., Flavorite tatbaes, Inc. and AFC
dated May 29, 199°

Indemnification Agreement dated April 11, 1996 logldetween AFC and John M. Rotl

Indemnification Agreement dated May 1, 1996 by bativeen AFC and Kelvin J. Penningto

10.27(a) Indemnification Agreement dated April 11, 1996 Ingdetween AFC and Frank J. Belat

10.28(e) Substitute Nonqualified Stock Option Plan, effeetMarch 17, 1998.

10.29(f) Indemnification Agreement dated May 16, 2001 by betiveen AFC and Victor Arias Jr

10.30(f) Indemnification Agreement dated May 16, 2001 by betlveen AFC and Carolyn Hogan Byr

10.31(f) Indemnification Agreement dated August 9, 2001 by hetween AFC and R. William Ide, IlI

10.32(g) AFC Enterprises, Inc. Employee Stock Purchase P

10.33(g) AFC Enterprises, Inc. 2002 Incentive Stock Ple

10.34(d) AFC Enterprises, Inc. Annual Executive Bonus Progte

10.35(h) Royalty and Supply Agreement dated July 15, 201@&en the Company and Diversified Seasoning, It
10.36(0) Indemnity Agreement dated October 14, 2004 by atdidsen AFC Enterprises, Inc. and Supply Manager@entices, Inc

10.37(0) Indemnity Agreement dated February 5, 2004 by atdéen AFC Enterprises, Inc., Cajun Operating Com@and Supply
Management Services, Ir

10.25(a
10.26(a

-~ o O
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Exhibit Description
Number

10.38(v) Third Amended and Restated Credit Agreement datexdt August 14, 2009 among AFC Enterprises, Ihe Ltenders party thereto,
JPMorgan Chase Bank, NA, JP Morgan Securitiesand.Bank of America, N.A

10.39(i) Fourth Amendment to the 1992 Stock Option Plan mwiefice s Favorite Chicken Compan

10.40(i) Fifth Amendment to the Ameri’s Favorite Chicken Company 1996 Nonqualified Pentoice Stock Option Ple— General.*

10.41()) Amendment No. 1 to the Ameris Favorite Chicken Company 1996 Nonqualified StOgition Plan.*

10.42(i) Second Amendment to the Amer's Favorite Chicken Company 1996 Nonqualified Penoice Stock Option Ple— Executive.*

10.43(i)) Second Amendment to the AFC Enterprises, Inc. 200@ntive Stock Plan.

10.44(i) Indemnification Agreement between AFC and Peterr&tiadated December 1, 20(

10.45(p) Indemnification Agreement dated November 28, 20p&rd between AFC and John M. Cranor, |

10.46(p) Indemnification Agreement dated November 28, 200ard between AFC and Cheryl A. Bacheld:

10.47(q) Popeyes Chicken and Biscuits 2006 Bonus PI
)
)

10.48(q) Employment Agreement dated as of March 14, 200Wéxet AFC Enterprises, Inc. and James W. Lyo
10.49(q) Employment Agreement dated as of March 14, 200wt AFC Enterprises, Inc. and Robert Caldel
10.50()) Credit Agreement dated as of December 23, 2

10.51(r) Non-Qualified Stock Option Certificate for Cheryl Batdier (time-based vesting).

10.52(r) Non-Qualified Stock Option Certificate for Cheryl Badther (performanc-based vesting).

10.53(s) Employment Agreement dated as of October 9, 200¥dmn AFC Enterprises, Inc. and Cheryl A. Bachel

10.54(l) Accelerated Stock Repurchase Agreement by and bat&EC Enterprises, Inc. and J.P. Morgan Secuiliies as agent for
JPMorgan Chase Bank, National Association, Lond@anéh dated March 12, 20C

10.55(t) Amended and Restated Employment Agreement datefidsvember 12, 2008 between the Company and H&floldohen.
10.56(t) Amended and Restated Employment Agreement datefidgvember 12, 2008 between the Company and Heope, III.
10.57(b) Employment Agreement effective as of February 480etween the Company and Richard Lyn«

10.58(w Employment Agreement effective as of April 20, 2@@3ween the Company and Ralph Bow:

10.59(k) Indemnification Agreement by and between the Comzand Krishnan Anand dated November 2, 20:

10.60(x) Employment Agreement by and between the Companyaddew Skehan, dated August 17, 2C

10.61(y) First Amendment to the AFC Enterprises, Inc. 20@i&htive Stock Plat
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Exhibit Description
Number

10.62(aa Promotion Letter Agreement among the Company anphRgower.*
10.63(bb Form of Performanc«-Based Restricted Stock Unit Grant Certifical
11.1* Statement regarding computation of per share egsr

23.1 Consent of PricewaterhouseCoopers |

31.1 Certification Pursuant to Rule 1-14(a), as Adopted Pursuant to Section 302 of theaba-Oxley Act of 2002

31.2 Certification Pursuant to Rule 1-14(a), as Adopted Pursuant to Section 302 of thka®&-Oxley Act of 2002

32.1 Certification of Chief Executive Officer, pursuant18 U.S.C. Section 1350, as adopted pursuantt¢tdd 906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer, pursuant18 U.S.C. Section 1350, as adopted pursuaréd¢tdd 906 of the Sarbanes-
Oxley Act of 2002

101 The following financial information for the Comparfgrmatted in XBRL (Extensible Business Reportirsmnguage): (i) the
Condensed Consolidated Balance Sheets, (ii) thel@wmed Consolidated Statements of Operationsth@ilCondensed
Consolidated Statement of Changes in Sharehol&epsty, (iv) the Condensed Consolidated Statemeih@ash Flows, and (v) the
Notes to the Unaudited Condensed Consolidated EialaBtatements

t Certain portions of this exhibit have been gramedfidential treatmen

*

*%k

(@)
(b)

()
(d)
()

()
(9)
(h)

(i)
()

Management contract, compensatory plan or arrangieraquired to be filed as an exhit

Data required by FASB authoritative guidance forriitegs per Share, is provided in Note 19 to our $didated Financial Statement:
this Annual Repori

Filed as an exhibit to the Registration Statenoé AFC on Form S-4/A (Registration No. 339731) on July 2, 1997 and incorporate:
reference hereir

Filed as an exhibit to the Form KOof AFC for the fiscal year ended December 28,200 March 11, 2009 and incorporatec
reference hereir

Filed as an exhibit to the Form-Q of AFC for the quarter ended July 14, 2002, omgdst 14, 2002 and incorporated by reference he
Filed as an exhibit to the Form-Q of AFC for the quarter ended April 18, 2010 ony\2%, 2010 and incorporated by reference he

Filed as an exhibit to the Registration Statemef AFC on Form S-1/A (Registration No. 333608) on January 22, 2001 |
incorporated by reference here

Filed as an exhibit to the Registration Statetmef AFC on Form S-1 (Registration No. 333182) on November 13, 2001 :
incorporated by reference here

Filed as an exhibit to the Proxy Statement anddeadi 2002 Annual Shareholders Meeting of AFC onil&®, 2002 and incorporated
reference hereir

Filed as an exhibit to the Form-Q of AFC for the quarter ended July 11, 2010 onu#sid 8, 2010 and incorporated by reference he
Filed as an exhibit to the Form-Q of AFC for the quarter ended April 17, 2005, oayM27, 2005, and incorporated by reference he
Filed as an exhibit to the Forn-K of AFC filed on December 29, 2010 and incorpadatyg reference herei
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(k)
()
(m)

(n)
(0)

()
()
(n
(s)
®

(u)
(V)
(w)
()
v)

(@)

Filed as an exhibit to the Forn-K of AFC filed on November 3, 2010 and incorporabgdeference hereil
Filed as an exhibit to the Forn-K of AFC filed on March 13, 2008 and incorporatedrbference herei

Filed as an exhibit to the Form ¥0of AFC for the fiscal year ended December 28,206n March 29, 2004 and incorporatec
reference hereir

Filed as an exhibit to the Registration Stateimef AFC on Form S-1/A (Registration No. 333608) on February 28, 2001 :
incorporated by reference here

Filed as an exhibit to the Form KOof AFC for the fiscal year ended December 26, £2@d March 28, 2005 and incorporatec
reference hereir

Filed as an exhibit to the Forn-K of AFC filed November 29, 2006 and incorporatgdéference hereit

Filed as an exhibit to the Form-K of AFC for the fiscal year ended December 31,8280d incorporated by reference her
Filed as an exhibit to the Forn-K of AFC filed November 7, 2007 and incorporatedréference hereir

Filed as an exhibit to the Forn-K of AFC filed October 12, 2007 and incorporatedréference hereit

Filed as an exhibit to the Form T@-of AFC for the quarter ended October 5, 2008 onédber 12, 2008 and incorporated by refer
herein.

Filed an exhibit to the Forn-K of AFC filed on April 16, 2008 and incorporatey keference hereit
Filed as an Exhibit to the Forn-K of AFC filed on August 20, 2009 and incorporalgdreference hereil
Filed as an Exhibit to the Forn-K of AFC filed on April 21, 2009 and incorporated teference hereir
Filed as an Exhibit to the Forn-K of AFC filed on August 19, 2011 and incorporatgdreference hereil

Filed as an Exhibit to the Proxy Statement and d¢otif 2011 Annual Shareholders Meeting of AFC omil&®, 2011 and incorporat
by reference hereil

Filed as Exhibit 2.1 to the Forn-K of AFC filed on October 16, 2012 and incorporabgdreference herei

(aa) Filed as Exhibit 10.1 to the Form-Q of AFC for the quarter ended April 15, 2012 amcbirporated by reference here
(bb) Filed as Exhibit 10.2 to the Form-Q of AFC for the quarter ended April 15, 2012 amcbirporated by reference here
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SIGNATURES

Pursuant to the requirements of Section 13 or 18{dhe Securities Exchange Act of 1934, as ameniihedregistrant has duly caused
report to be signed on its behalf by the undersigtiereunto duly authorized on the 27th day ofr&aty 2013.

AFC ENTERPRISES, INC

By: /s/ CHERYL A. B ACHELDER
Cheryl A. Bachelde
Chief Executive Office

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, this report has &igerd below by the following persc
on behalf of the registrant and in the capacities @n the dates indicated.

Signature Title(s) Date
/s| CHERYL A. B ACHELDER Chief Executive Office(Principal February 27, 2013
Cheryl A. Bachelde Executive Officer

/s/ H. MELVILLE H oPE

H. Melville Hope
/s/ JoHN M. C RANOR, llI

John M. Cranor, Il

/s/ KRISHNAN A NAND

Krishnan Ananc

/s] VICTORA RIAS, JR.

Victor Arias, Jr.

/s/ CAROLYN H. B YRD

Carolyn H. Byrd

/s/ JoHNF. HOFFNER

John F. Hoffne
/sl R. WiLLiam | DE, Il

R. William Ide, Il

/s/ KELVIN J. PENNINGTON

Kelvin J. Penningtol

Chief Financial OfficefPrincipal
Financial and Accounting Office
Director, Chairman of the Board
Director
Director
Director
Director

Director

Director
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Report of Independent Registered Public Accourfing
To the Board of Directors and Shareholders of AF®eEprises, Inc.:

In our opinion, the accompanying consolidated bzdasheets and the related consolidated statem&wofsetations, comprehensive inco
changes in shareholdemquity, and cash flows present fairly, in all materespects, the financial position of AFC Entées, Inc. and i
subsidiaries at December 30, 2012 and Decembe&t®3,, and the results of their operations and tesh flows for each of the three yeal
the period ended December 30, 2012 in conformity @ccounting principles generally accepted inUinged States of America. Also in ¢
opinion, the Company maintained, in all materialpects, effective internal control over financigorting as of December 30, 2012, base
criteria established irinternal Control-Integrated Frameworkssued by the Committee of Sponsoring Organizatiohghe Treadws
Commission (COSO). The Comparyhanagement is responsible for these financitdrsents, for maintaining effective internal contook!
financial reporting and for its assessment of tfiecdveness of internal control over financial oejing, included Managemest’Report o
Internal Control over Financial Reporting appeanimgler Item 9A. Our responsibility is to expressn@ms on these financial statements
on the Company internal control over financial reporting basedaur integrated audits. We conducted our auditacecordance with ti
standards of the Public Company Accounting Ovetdigrard (United States). Those standards requakwvile plan and perform the audit:
obtain reasonable assurance about whether theciaiamatements are free of material misstatemedtvehether effective internal control o
financial reporting was maintained in all matenespects. Our audits of the financial statemerdkided examining, on a test basis, evids
supporting the amounts and disclosures in the Gisdstatements, assessing the accounting prirscided and significant estimates mad
management, and evaluating the overall financékstent presentation. Our audit of internal cordgr@r financial reporting included obtain
an understanding of internal control over financggorting, assessing the risk that a material wesk exists, and testing and evaluatiny
design and operating effectiveness of internalrobitased on the assessed risk. Our audits aléadiet performing such other procedure
we considered necessary in the circumstances. Weyé¢hat our audits provide a reasonable basisdo opinions.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranagiregthe reliability of financi:
reporting and the preparation of financial stateisidor external purposes in accordance with gelyeealcepted accounting principles
companys internal control over financial reporting inclgddnose policies and procedures that (i) pertaithéomaintenance of records tha
reasonable detail, accurately and fairly refleet ttransactions and dispositions of the assetseotdmpany; (ii) provide reasonable assur
that transactions are recorded as necessary toitpgraparation of financial statements in accorédamdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management
directors of the company; and (iii) provide readsleaassurance regarding prevention or timely deteaf unauthorized acquisition, use
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or @ttmisstatements. Also, projections of
evaluation of effectiveness to future periods agexct to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

/sl PricewaterhouseCoopers LLP
Atlanta, GA
February 27, 2013
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AFC Enterprises, Inc.
Consolidated Balance Sheets
As of December 30, 2012, and December 25, 2011
(In millions, except share data)

2012 2011
Current assets:
Cash and cash equivale $ 17.C $ 17¢€
Accounts and current notes receivable, 7.3 7.C
Other current asse 4.2 4.8
Advertising cooperative assets, restric 25.7 18.¢
Total current asse 54.2 48.c
Long-term assets:
Property and equipment, r 51.2 27.L
Goodwill 11.1 11.1
Trademarks and other intangible assets 53.¢ 46.5
Other lon¢-term assets, n 1.9 2
Total lon¢-term asset 118.2 87.2
Total asset $ 172. $ 135.¢
Current liabilities:
Accounts payabl $ 7.6 § 6.1
Other current liabilitie: 5.9 8.2
Current debt maturitie 6.C 5.2
Advertising cooperative liabilitie 25.7 18.¢
Total current liabilities 45.2 38.4
Long-term liabilities:
Long-term debi 66.¢ 58.¢
Deferred credits and other Ic-term liabilities 26.2 24.¢
Total lon¢-term liabilities 93.C 83.Z
Commitments and contingencie!
Shareholders equity:
Preferred stock ($.01 par value; 2,500,000 sharé®&zed; 0 issued and outstandi — —
Common stock ($.01 par value; 150,000,000 sharmered; 23,907,428 and 24,383,274 shares iss|
and outstanding at the end of fiscal years 201228d, respectively 0.2 0.2
Capital in excess of par val 87.€ 97.¢
Accumulated defici (52.¢) (83.2)
Accumulated other comprehensive | (0.9 (0.9
Total shareholde’ equity 34.2 13.¢
Total liabilities and sharehold¢ equity $ 172. $ 135.¢

The accompanying notes are an integral part ottheasolidated financial statements.
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AFC Enterprises, Inc.
Consolidated Statements of Operations
For Fiscal Years 2012, 2011, and 2010
(In millions, except per share data)

2012 2011 2010
Revenues:
Sales by compar-operated restaurar $ 64.C $ 54.€ $ 52.7
Franchise revenus 110.t 95.C 89.4
Rent and other revenu 3 4.2 3
Total revenue: 178.¢ 153.¢ 146.4
Expenses:
Restaurant employee, occupancy and other exp 31.2 26.1 25.¢
Restaurant food, beverages and packa 217 18.2 16.¢
Rent and other occupancy exper 2.¢ 2.7 2.1
General and administrative expen 67.€ 61.2 56.4
Depreciation and amortizatic 4.€ 4.2 3.6
Other expenses (income), | (0.5 0.t 0.2
Total expense 127.5 113.1 105.2
Operating profit 51.Z 40.7 41.2
Interest expense, n 3.€ 3.7 8.C
Income before income taxe 47 37.C 33.2
Income tax expens 17.% 12.¢ 10.3
Net income $ 30.4 $ 242 $ 22.¢
Earnings per common share, basic: $ 1.27 $ 0.9¢ $ 0.91
Earnings per common share, diluted: $ 1.24 $ 0.97 $ 0.9C
Weighted-average shares outstanding:
Basic 23.¢ 24.F 25.2
Diluted 24t 25.C 25.F

The accompanying notes are an integral part ottheasolidated financial statements.

F-3



Table of Contents

AFC Enterprises, Inc.
Consolidated Statements of Comprehensive Income
For Fiscal Years 2012, 2011, and 2010

(In millions)
2012 2011 2010

Net income $30.4 $ 24.2 $ 22.¢
Other comprehensive income

Net change in fair value of cash flow hec — 1.3 —

Reclassification adjustments for derivative lossetided in earning — 0.1 0.€

Other comprehensive income, before income — (1.2 0.€

Income tax on other comprehensive incc — 0.5 (0.2

Other comprehensive income, net of income t: — (0.7) 0.4
Comprehensive income $30.4 $ 23.t $ 23.2

The accompanying notes are an integral part ottheasolidated financial statements.
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AFC Enterprises, Inc.
Consolidated Statements of Changes in ShareholderSguity
For Fiscal Years 2012, 2011, and 2010
(Dollars in millions)

Capital in Accumulated
Common Stock Other
Number of Excess 0 Accumulated Comprehensive
Par
Shares Amount Value Deficit (Loss) Total
Balance at December 27, 20C 25,455,91 $ 0. $ 1120 $ (130.9 $ (0.5) $ (18.9
Net income — — — 22.¢ — 22.¢
Other comprehensive income, net of — — — — 0.4 0.
Cancellation of share 137,77! — 1.t — — 1.t
Issuance of restricted stock awards, net of farfeg 92,01: — (0.2 — — (0.2
Stocl-based compensation expel — — 2.7 — — 2.7
Balance at December 26, 201 25,685,70 $ 0.2 $ 116. $ (107.9 $ (0.2) $ 9.z
Net income — — — 24.2 242
Other comprehensive income, net of — — — — (0.7) (0.7)
Repurchases and retirement of shi (1,465,43) (0.7) (22.2) — — (22.9)
Excess tax benefit from stc-based compensatic — — 0.1 — — 0.1
Issuance of common stock under stock option 59,40° — 0.€ — — 0.€
Issuance of restricted stock awards, net of farfeg 103,59¢ — (0.2) — — (0.2)
Stocl-based compensation expel — — 2.¢ — — 2.¢
Balance at December 25, 201 24,383,27 $ 0.2 $ 97.€ $ (83.2) $ (0.9) $ 13.€
Net income — — — 30.4 — 30.4
Other comprehensive income, net of — — — — — —
Repurchases and retirement of shi (741,22) — (15.9) — — (15.2)
Excess tax benefit from stc-based compensatic — — 0.4 — — 0.4
Issuance of common stock under stock option 108,93! — 1.2 — — 1.2
Issuance of restricted stock awards, net of farfeg 156,44 — (1.9 — — (1.9
Stocl-based compensation expel — — 4.¢ — — 4.¢
Balance at December 30, 201 23,907,42 $ 0.2 $ 87.€ $ (52.€) $ (0.€) $ 34.

The accompanying notes are an integral part ottheasolidated financial statements.
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AFC Enterprises, Inc.
Consolidated Statements of Cash Flows
For Fiscal Years 2012, 2011, and 2010

(In millions)
2012 2011 2010
Cash flows provided by (used in) operating activigs:
Net income $ 30.4 $ 242 $ 22.¢
Adjustments to reconcile net income to net caskigen by (used in) operating activitie
Depreciation and amortizatic 4.€ 4.2 3.€
Disposals of property and equipmt 0.2 0.t 0.7
Net gain on sale of asse (0.9 (0.9 (0.5
Deferred income taxe 2.2 1.3 1.t
Non-cash interest expense, | 0.4 0.t 1.7
Provision for credit losses (recoveri 0.2 0.3 (0.5)
Excess tax benefit from shi-based payment arrangeme (0.9 (0.7 —
Stocl-based compensation expel 4.¢ 2.9 2.7
Change in operating assets and liabilit
Accounts receivabl (0.2 (1.9 1.t
Other operating asse 0.8 (0.2 1.7
Accounts payable and other operating liabili (1.8 1.3 (3.9
Net cash provided by operating activit 40.2 32.] 28.
Cash flows provided by (used in) investing activigs:
Capital expenditure (27.9) (7.6) 3.2
Proceeds from dispositions of property and equifr 0.4 0.7 —
Investment in tradema (8.0 — —
Proceeds from notes receivable and other investitigities — 0.3 3.C
Net cash provided by (used in) investing activi (34.9 (6.6) (0.2
Cash flows provided by (used in) financing activigs:
Principal payment— 2005 credit facility (term loar — — (78.9)
Principal payment— 2010 credit facility (term loar (5.0 (3.9 —
Borrowings under 2010 credit facility (term loe — — 40.C
Borrowings under 2010 revolving credit facil 13.C 2.C 22.C
Excess tax benefits from sh-based payment arrangeme 0.4 0.1 —
Share repurchasi (15.2) (22.9) —
Proceeds from exercise of employee stock opt 1.2 0.€ 1.t
Debt issuance cos — — (1.2
Other financing activities, ni (0.9 (0.9 (0.9
Net cash used in financing activiti (5.9 (23.9) (16.9)
Net increase (decrease) in cash and cash equis (0.6) 1.7 11.¢
Cash and cash equivalents at beginning of 17.€ 15.¢ 4.1
Cash and cash equivalents at end of ye: $ 17.C $ 17.€ $ 15.¢

The accompanying notes are an integral part ottheasolidated financial statements.
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AFC ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For Fiscal Years 2012, 2011, and 2010

Note 1 — Description of Business

AFC Enterprises, Inc. (“AFC” or “the Company”) ddeps, operates and franchises quick-service remtégsiunder the trade name Popeyes
Chicken & Biscuits and Popey@s Louisiana Kitchenlléctively “Popeyes”)in 47 states, the District of Columbia, three teries, and 2
foreign countries.

Note 2 — Summary of Significant Accounting Policies

Principles of Consolidation. The consolidated financial statements include abeounts of AFC and its whollgwned subsidiaries. /
significant intercompany balances and transactiwasliminated in consolidation.

Use of EstimatesThe preparation of consolidated financial statemé@mtconformity with accounting principles geneyadiccepted in tt
United States of America (“GAAP”) requires the Camp’s management to make estimates and assumptioreffinzitthe reported amounts
assets and liabilities. These estimates affectitbdosure of contingent assets and liabilitiethatdate of the consolidated financial stater
and the reported amounts of revenues and expenseg @ach reporting period. Actual results coufted from those estimates.

Fiscal Year. The Company has a 52/8&ek fiscal year that ends on the last Sunday iceBer. Fiscal year 2012 consisted of 53 wi
The 2011 and 2010 fiscal years both consisted afégks.

Cash and Cash EquivalentsThe Company considers all money market investmmeituments and certificates of deposit with orad
maturities of three months or less to be cash edgiits. Under the terms of the Companlpank agreements, outstanding checks in exc
the cash balances in the Compangtimary disbursement accounts create a bank @fefidbility. Bank overdrafts were insignificafdr bott
fiscal years 2012 and 2011.

Supplemental Cash Flow Information.

(in millions)

201: 2011 201(
Interest paic $ 2.9 $ 24 $ 6.4
Corporate office lease tenant improvement allowararel incentive — (3.0 —
Property acquired under capital lease obliga ilC — —
Income taxes paid, n 12.t 10.€ 10.2

Accounts Receivable, Net.At December 30, 2012 and December 25, 2011, atsaeceivable, net were $7.3 million and $7.0ionil
respectively. Accounts receivable consist primaofyamounts due from franchisees related to r@sltand rents, and various miscellan
items. The accounts receivable balance is statedfr@n allowance for doubtful accounts. The Conypeeserves a franchiseeteceivabl
balance based upon pdefined aging criteria and upon the occurrencetbémoevents that indicate that it may or may ndlecothe balanc
due. During 2012, 2011, and 2010, changes in tbevahce for doubtful accounts were as follows:

(in millions)

201z 2011 201¢
Balance, beginning of ye. $0.€ $12 $21
Provisions for credit recoveries (loss (0.2) (0.3 (0.5
Write-offs (0.3 (0.3 (0.4
Balance, end of ye: $0.2 $0€ $1.2
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AFC ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For Fiscal Years 2012, 2011, and 2010 — (Continued)

Notes Receivable, NetNotes receivable consist of notes from franclsigedinance certain past due franchise revenuéserts. The not
receivable balance is stated net of an allowanceroollectible amounts which is evaluated eaclomimy period on a note-byete basis. #
December 30, 2012 and December 25, 2011, all natesivable were fully reserved. The balance in #flewance account at b
December 30, 2012 and December 25, 2011, was apmtety $0.9 million.

Inventories. Inventories are stated at the lower of cost tffins first-out method) or net realizable value and consisicipally of food
beverage items, paper and supplies. At Decembe2@®(® and December 25, 2011, inventories of $0lbomiand $0.4 million, respective
were included as a component of “Other currenttasse

Property and Equipment. Property and equipment is stated at cost leasagiated depreciation.

Provisions for depreciation are made using thegsttdine method over an asset’s estimated usétuil T-35 years for buildings; b5 year
for equipment; and in the case of leasehold impreergs and capital lease assets, the lesser ottmomic life of the asset or the lease |
(generally 320 years). During 2012, 2011, and 2010, depreciatigpense was approximately $4.0 million, $3.7 ionll and $3.3 millior
respectively.

The Company evaluates property and equipment fpairment during the fourth quarter of each yeawben circumstances arise indica
that a particular asset may be impaired. For ptgpand equipment at compawoperated restaurants, annual impairment evaluatioe
performed on an individual restaurant basis. Thengany evaluates restaurants using a “two-year tyistboperating lossesds our primar
indicator of potential impairment. The Company eess recoverability based on the restausaforecasted undiscounted cash flows fo
expected remaining useful life of the unit, whickarporate our best estimate of sales growth andimanprovement based upon our plans
the restaurant and actual results at comparaltizurasits. The carrying values of restaurant asisatsare not considered recoverable are wi
down to their estimated fair market value, which generally measured by discounting estimateddutash flows.

Goodwill, Trademarks, and Other Intangible AssetfAmounts assigned to goodwill arose from the alflmn of reorganization value wr
the Company emerged from bankruptcy in 1992 aneh fiooisiness combinations accounted for by the psehaethod. Amounts assigne:
trademarks arose from the allocation of reorgaitinatalue when the Company emerged from bankruptc}©92. These assets are dee
indefinite-lived assets and are not amortized ifwairfcial reporting purposes. See Note 6 for furthisclosure.

The Company’s finite-lived intangible assets (prilyare-acquired franchise rights) are amortizedaostraightine basis over 10 to 20 ye
based on the remaining life of the original frasehagreement or lease agreement.

The Company evaluates goodwill and trademarks fguairment on an annual basis (during the fourthrtguaof each year) or mc
frequently when circumstances arise indicating thgtarticular asset may be impaired. The impairnesatuation for goodwill includes
comparison of the fair value of each of the Comfmngporting units with their carrying value. Ther@panys reporting units are its busin
segments. Goodwill is allocated to each reportinigj for purposes of this analysis. Goodwill asstedawith bankruptcy reorganization valu
assigned to reporting units using a relative falue approach. Goodwill associated with a businestbination is allocated to the reporting
or a component of the reporting unit expected toefie from the synergies of the combination. Thig falue of each reporting unit is 1
amount for which the reporting unit could be saidhi current transaction between willing partiese lTompany estimates the fair value o
reporting units using a discounted cash flow motleé operating assumptions used in the discourasid fow model are generally
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AFC ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For Fiscal Years 2012, 2011, and 2010 — (Continued)

consistent with the reporting unit’s past perforeamand with the projections and assumptions tleatised in the Comparsycurrent operatir
plans. Such assumptions are subject to changeesith of changing economic and competitive coadgi If a reporting unig carrying valu
exceeds its fair value, goodwill is written down its implied fair value. The Company follows a d&mianalysis for the evaluation
trademarks, but that analysis is performed on saaated basis. During 2012, 2011, and 2010, tknas no impairment of goodwill

trademarks identified during the Company’s annomgdairment testing.

Costs incurred to renew or extend the term of reegl intangibles are expensed as incurred andtezhbas a component oGeneral an
administrative expenses.”

Fair Value Measurements. Fair value is the price the Company would receivedll an asset or pay to transfer a liability {gxice) in al
orderly transaction between market participants.tkose assets and liabilities recorded or disd@ddair value, we determine fair value be
upon the quoted market price, if available. If @tga market price is not available for identicaets, we determine fair value based upol
quoted market price of similar assets or the pitegaine of expected future cash flows considertmg risks involved, including counterpe
performance risk if appropriate, and using discaates appropriate for the duration. The fair valaee assigned a level within the fair vi
hierarchy, depending on the source of the inputstime calculation.

Level 1 Inputs based upon quoted prices in active marketsléntical asset:

Level z Inputs other than quoted prices included within élel that are observable for
asset, either directly or indirectl

Level Z Inputs that are unobservable for the as

Debt Issuance Costs.Costs incurred securing new debt facilities agitalized and then amortized utilizing a methoat ggpproximates tl
effective interest method for term loans and thaigitline method for revolving credit facilities. Abseat basis for cost deferral, d
amendment fees are expensed as incurred. In th@&ore Consolidated Statements of Operations, the amatidh of debt issuance costs,
write-off of debt issuance costs when a debt facilityn@dified or prematurely paid off, and debt amendniees are included as a compoi
of “Interest expense, net.”

Advertising Cooperative. The Company maintains an advertising cooperatie¢ receives contributions from the Company amadnfiits
franchisees, based upon a percentage of restasabe®, as required by their franchise agreemetis. Gooperative is used exclusively
marketing of the Popeyes brand. The Company actnaagent for the franchisees with regards to tbeirtributions to the advertisi
cooperative.

In the Companys consolidated financial statements, contributi@teived and expenses of the advertising cooperati¥ excluded from t
Companys Consolidated Statements of Operations and thesdlidated Statements of Cash Flow. The Companyrieml assets ai
liabilities of the advertising cooperative as “Adii®ing cooperative assets, restricted” and “Adgéry cooperative liabilitiesin the
Consolidated Balance Sheet. The advertising cotipesaassets, consisting primarily of cash and actoreceivable from the franchisees,
only be used for selected purposes and are cossidestricted. The advertising cooperative liak#itrepresent the corresponding oblige
arising from the receipt of the contributions taghase advertising and promotional programs.

The Company’s contributions to the advertising evafive based on company-operated restaurant aeeseflected in the Company’
Consolidated Statements of Operations as a compoh&Restaurant employee, occupancy and otherresgre”Additional contributions to tt
advertising cooperative for national media
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AFC ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For Fiscal Years 2012, 2011, and 2010 — (Continued)

advertising and other marketing related costs apemrsed as a component of “General and adminigtrattpenses.During 2012, 2011, a
2010, the Company’s advertising costs were appratéh $2.3 million, $2.4 million, and $2.3 milliorespectively.

Leases. When determining the lease term, the Companyded option periods for which failure to renew tbase imposes econor
penalty on the Company in such an amount that awahappears, at the inception of the lease, toebsonably assured. The lease
commences on the date when the Company has thet@igbntrol the use of the leased property, witigh occur before the rent payments
due under the terms of the lease.

The Company records rent expense for leases thédinoscheduled rent increases on a strdightbasis over the lease term, including
option periods considered in the determinationhat tease term. Contingent rentals are generalgdan sales levels in excess of stipul
amounts, and thus are not considered minimum jgag®ments and are included in rent expense as tleya

Tenant improvement allowances and other lease fivesnare recognized as reductions to rent expensestraightine basis over the lee
term.

Accumulated Other Comprehensive Income (LossfComprehensive income (loss) is net income ples dhange in fair value of t
Companys cash flow hedge discussed in Note 9 plus deviwdtjains) or losses realized in earnings durimgpériod. Amounts included
accumulated other comprehensive income (losshiQompany’s derivative instruments are recordédfihe related income tax effects.

As of December 30, 2012 and December 25, 2011, nadeted other comprehensive loss consisted of nealized loss on an interest |
swap agreements. See Note 9 for further discusditire Company’s interest rate swap agreements.

Revenue Recognition — Sales by Company-Operateddeants. Revenues from the sale of food and beverage ptsdue recognizt
on a cash basis. The Company presents sales s&esftax and other sales related taxes.

Revenue Recognition — Franchise OperationsRevenues from franchising activities include depment fees associated witt
franchisees planned development of a specified number ohoeants within a defined geographic territory, flaise fees associated with
opening of new restaurants, and ongoing royaltg fekich are generally based on five percent ofregtiaurant sales. Development fees
franchise fees are recorded as deferred franchi@nue when received and are recognized as revemere the restaurants covered by the
are opened or all material services or conditicglating to the fees have been substantially peddrror satisfied by the Company. -
Company recognizes royalty revenues as earnedcliiggnrenewal fees are recognized when a renewetisgnt becomes effective.

Rent and Other Revenues.Rent and other revenues are composed of rertalme associated with properties leased or sublet
franchisees. Rental income is recognized on tlaégéi-line basis over the lease term.

Cash Consideration from Vendors.The Company has entered into ldegn beverage supply agreements with certain mzgoerag
vendors. Pursuant to the terms of these arrangsmeatketing rebates are provided to the Compadyitaradvertising fund from the bever:
vendors based upon the dollar volume of purchasesdmpany-operated restaurants and franchisedurasits. For Companyperate
restaurants, these incentives are recognized ascethiroughout the year and are classified aswuctied of “Restaurant food,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For Fiscal Years 2012, 2011, and 2010 — (Continued)

beverages and packaging” in the Consolidated Swatesmof Operations. The incentives recognized hypamyeperated restaurants w
approximately $0.6 million, $0.6 million, and $0billion, in 2012, 2011, and 2010, respectively. Rels earned and contributed to
cooperative advertising fund are excluded fromGloenpany’s Consolidated Statements of Operations.

Gains and Losses Associated With Re-franchisingrom time to time, the Company engages ifraachising transactions. Typically, th
transactions involve the sale of a company-opernasthurant to an existing or new franchisee.

The Company defers gains on the sale of compgeyated restaurants when the Company has corginoiolvement in the assets s
beyond the customary franchisor role. The Compmaoghtinuing involvement generally includes sefieancing or the leasing of real estat
the franchisee. Deferred gains are recognized theeremaining term of the continuing involvementskes are recognized immediately.

There were no sales of compaoperated restaurants in 2012, 2011, or 2010. DWBER, 2011 and 2010, previously deferred gai
approximately $0.6 million, $0.3 million, and $0v8llion, respectively, were recognized in income asomponent of Other expens:
(income), net” in the accompanying Consolidatededt@&nts of Operations.

Research and DevelopmentResearch and development costs are expensedwaseth During 2012, 2011, and 2010, such cost®
approximately $1.8 million, $2.3 million, and $Ifllion, respectively.

Foreign Currency Transactions. Substantially all of the Company’s foreigourced revenues (principally royalties from ingiona
franchisees) are recorded in U.S. dollars. Theeggde effects of any exchange gains or lossesialteded in the accompanying Consolid:
Statements of Operations as a component of “Geaahhdministrative expense3fe net foreign currency gains and losses wergriifgan
in 2012 and 2010. The net foreign currency loss $@a% million in 2011.

Income Taxes. Deferred tax assets and liabilities are recoghime the future tax consequences attributableitierénces between t
financial statement carrying amounts of existingets and liabilities and their respective tax basesoperating loss, capital loss and tax c
carryforwards. Deferred tax assets and liabiliiess measured using enacted tax rates expecteghtptagaxable income in the years in wt
those temporary differences are expected to beveeed or settled. The effect on deferred tax assadsliabilities of a change in tax rate
recognized in income in the period that includesehactment date. The Company provides a valuatiowance against deferred tax asse
based on the weight of available evidence, it isentigely than not that some or all of the defertax assets will not be realized.

The Company recognizes the benefit of positionsradr expected to be taken in a tax return in th@ntial statements when it is m
likely than not (i.e. a likelihood of more thant§ifpercent) that the position would be sustainednupxamination by tax authorities.
recognized tax position is then measured at thgetiramount of benefit that is greater than fifgrgent likely of being realized up
settlement. Changes in judgment that result in egasnt recognition, derecognition or change in asueement of a tax position taken
prior annual period (including any related interagtl penalties) is recognized as a discrete itethéninterim period in which the char
occurs.

See Note 18 for additional information regardingoime taxes.

Stock-Based Compensation Expens@he Company measures and recognizes compensatbat fair value for all shateased paymen
including stock options, restricted share awards r@stricted share units. The fair value of stopkams with service and market condition
valued utilizing a Monte Carlo simulation embedded
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in a lattice model. The fair value of stock optiomgh only service conditions are estimated usinBlack-Scholes optiopricing model
Restricted share awards and restricted share argtsalued at the market price of the Compsargfiares on the grant date. The fair vall
stockbased compensation is amortized on the gradedngeatiribution method. The Company issues new shfmecommon stock up:
exercise of stock options.

The Company recorded $4.9 million ($3.1 million nétax), $2.9 million ($1.9 million net of tax)nd $2.7 million ($1.7 million net of ta
in total stock-based compensation expense duridg, 2011, and 2010, respectively.

Subsequent Events The Company discloses material events that octar #fe balance sheet date but before the finastaséments a
issued. In general, these events are recognizkd ifondition existed at the date of the balaneetshbut not recognized if the condition did
exist at the balance sheet date. The Company deslaorrecognized events if required to keep the finarstialements from being misleadi

Derivative Financial Instruments. The Company used interest rate swap agreemengsitee its interest rate risk on its floating ragd!
under the terms of its 2010 and 2005 amended cfaditty. The Company recognizes all derivatives tbe balance sheet at fair value
inception and on an ogeing basis, the Company assesses whether easfatderithat qualifies for hedge accounting contgte be highl
effective in offsetting changes in the cash floishe hedged item. If the derivative meets the keddteria as defined by certain accoun
standards, changes in the fair value of the devieatre recognized in accumulated other compretenscome (loss) until the hedged iter
recognized in earnings. The ineffective portiomaferivative’s change in fair value, if any, is imaately recognized in earnings.

Note 3 — Recent Accounting Pronouncements That theompany Has Not Yet Adopted

In July 2012, the FASB issued guidance on testimigfinitedived intangible assets for impairment. The guidaatiows an entity tt
option first to assess qualitative factors to datee whether the existence of events and circurnetamdicates that it is more likely than
that the indefinitdived intangible asset is impaired. If, after asg®gg the totality of events and circumstances, rdityeconcludes that is n
more likely than not that the indefinitered intangible asset is impaired, then the erisityot required to take further action. Howevémr
entity concludes otherwise, then it is requiredd&termine the fair value of the indefiniieed intangible asset and perform the quantit:
impairment test by comparing the fair value witle tbarrying amount. This guidance is effective fonaal and interim impairment te
performed for fiscal years beginning after Septenilae 2012. We do not expect the adoption of thislgnce to have a material impact on
operating results.

Note 4 — Other Current Assets

(in millions) 201z 2011
Deferred tax asse $ 0.: $ 04
Prepaid income taxe — 1.4
Prepaid expenses and other current a: 3.6 3.C

$ 4. $ 4.8
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Note 5— Property and Equipment, Net

(in millions) 201z 2011
Land $ 121 $ 3.C
Buildings and improvemen 43.2 29.7
Equipment 23.c 19.2
Properties held for sale and otl 0.7 0.1

79.: 52.C
Less accumulated depreciation and amortize (28.0 (24.6)

$ 51: $ 27

At December 30, 2012 and December 25, 2011, prpperd equipment, net included capital lease assigiisa gross book value of $:
million and $0.1 million accumulated amortization.

On November 13, 2012 the Company completed a $h8l®dn acquisition of 27 restaurants in Minnesatad California. The restaura
were in the trade image of another quick servistargant concept. Twensix of the acquired restaurants are being convéntedthe Popeyt
Louisiana Kitchen image at a cost of approximat®hi.0 million. Following the conversion, the restmis will be leased to Pope
franchisees to operate under our standard franelgissement. The remaining restaurant propertybeilsold. As of December 30, 2012, tw:
the California restaurants had been converted eamkt to a franchisee.

The following table summarizes the allocation &f $14.6 million total cost of the acquisition inding the $13.8 million purchase price:

Land $ 7.
Building and improvement 6.5
Properties held for sale and otl 0.€
Total cosl $14.€

Note 6 — Trademarks and Other Intangible Assets, Ne

(in millions) 201z 2011

Non-amortizable intangible asse
Trademark: $ 50.C $ 42(
Other 0.€ 0.€
50.€ 42.¢

Amortizable intangible assel

Re-acquired franchise righ 7.1 7.1
Accumulated amortizatio (3.9 (3.2
3.8 3.€
$ 53 $ 46

Amortization expense was approximately $0.6 milli®0.5 million, and $0.6 million, for 2012, 2011nda 2010, respectively. Estima
amortization expense is expected to be approxim&@5 million in 2013 through 2017. The remainingighted average amortization pel
for these assets is 7 years.
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On November 7, 2012, the Company entered into a agwwement with the King Features Syndicate Dinisid Hearst Holdings, In
licensor of the Popey&the Sailorman and associated cartoon charactensai®f the new agreement, the parties agreeioiss the pendir
declaratory judgment action related to their prasidicense agreement. The new agreement confirm&xpiration of the previous licer
agreement and the parties agree to cooperate agth@her to protect their respective intellecfualperty rights on a world-wide basis. A ene
time $7.0 million payment made to King Featureswadl as the associated legal fees of $1.0 milliwere recorded as an indefiniteed
intangible asset.

Note 7 — Other Current Liabilities

(in millions) 2017 2011
Accrued wages, bonuses and severa $ 2.€ $ 5.C
Other 3.8 3.2

$ 5 $ 8.

Note 8 — Fair Value Measurements

The following table reflects assets and liabilitieat are measured and carried at fair value @tuarring basis as of December 30, 2012
December 25, 2011:

Quoted Prices in Acti\

Significant
Markets for Identical Significant Othe Unobservabl
Asset or Liability Observable Inpu Inputs Carrying
(Level 1) (Level 2) (Level 3) Value
December 30, 2012
Financial Asset
Cash and cash equivalel $ 17.C $ — $ — $17.C
Restricted cash (advertising cooperative as: 3 — — 4.3
Total assets at fair value $ 21.c $ — $ — $ 21.2
Financial Liabilities
Interest rate swap agreement (Not: $ — $ i $ = $ 1.3
Long term debt and other borrowin 74.4 72.€
Total liabilities at fair value $ — $ 75.7 $ — $ 74.1
Quoted Prices in Acti\
Significant
Markets for Identical Significant Othe Unobservabl
Asset or Liability Observable Inpu Inputs Carrying
(Level 1) (Level 2) (Level 3) Value
December 25, 201,
Financial Asset
Cash and cash equivalel $ 17.7 $ — $ — $17.7
Restricted cash (advertising cooperative as: K — — 4.3
Total assets at fair value $ 22.( $ — $ — $ 22.C
Financial Liabilities
Interest rate swap agreement (Not: $ — $ iLg $ — $ 1.3
Long term debt and other borrowin 66.2 64.C
Total liabilities at fair value $ — $ 67.5 $ — $ 65.2
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At December 30, 2012 and December 25, 2011, tmevédile of the Compang’current assets and current liabilities approx@maarryin
value because of the short-term nature of thesiments.

The fair value of the Comparg/interest rate swap is based on the sum of altdutet present value cash flows. The future clasinsfare
derived based on the terms of our interest rat@saswell as considering published discount factand projected London Interbank Offe
Rates (“LIBOR"). The fair values of each of the Quany’s longterm debt instruments are based on the amountafefeash flows associa
with each instrument, discounted using the Commmaoyirent borrowing rate for similar debt instruniseof comparable maturity.

Note 9 — Long-Term Debt and Other Borrowings

(in millions) 2012 2011
2010 Credit Facilities
Revolving credit facility $ 37.C $ 24cC
Term loan 31.c 36.5
Capital lease obligatior 2.3 1.4
Other note: 2.2 2.2
72.¢ 64.(
Less current portio (6.0 (5.2)

$ 66. $ 58.

2010 Credit Facility. On December 23, 2010, the Company entered it@an& credit facility with a group of lenders cotisig of a five
year $60.0 million dollar revolving credit facilignd a five year $40.0 million dollar term loan.eT@ompany drew $40 million under the ti
loan and $22 million under the revolving creditifiac. The 2005 Credit Facility was retired withqaeeds from the 2010 Credit Facility.

Key terms in the 2010 Credit Facility include tlodldwing:
. The term loan and revolving credit facility matyritate is December 23, 201
. The Company must maintain a Total Leverage Rati<2.75to 1.0
. The interest rate is LIBOR plus 250 basis poi
. The Company must maintain a Minimum Fixed Chargeetage Ratio o> 1.25to 1.0
. The Company may repurchase and retire its commarestat any time the Total Leverage Ratio is leas 2.00 to 1.C
. The Company may make Permitted Acquisitions attamg the Total Leverage Ratio is less than 2.5D.6o
In connection with the refinancing during 2010, @empany expensed $0.6 million associated withetttnguishment of the Term B Loi
which is reported as a component of “Interest egpenet.”Additionally, the Company capitalized approximat8ll.2 million of fees related

the new facility as debt issuance costs which beéllamortized over the remaining life of the fayilittilizing the effective interest method
the term loan and the straight-line method forrthelving credit facility.

F-15



Table of Contents

AFC ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For Fiscal Years 2012, 2011, and 2010 — (Continued)

The revolving credit facility and term loan beateirest based upon alternative indices (LIBOR, Fadeunds Effective Rate, Prime Rate
a Base CD rate) plus an applicable margin as sedcifi the facility. The margins on the term andotging credit facility may fluctua
because of changes in certain financial leveratjgsrand the Company’compliance with applicable covenants of the 20dédit Facility. Th
Company also pays a quarterly commitment fee d#%0dh the unused portions of the revolving crediility. As of December 30, 2012, 1
Company had $37.0 million of loans outstanding uriderevolving credit facility. Under the terms thie revolving credit facility, the Compa
may obtain other shoterm borrowings of up to $10.0 million and lettefscredit up to $25.0 million. Collectively, theséher borrowings ar
letters of credit may not exceed the amount of edusorrowings under the 2010 Credit Facility. AdDafcember 30, 2012, the Company
$0.4 million of outstanding letters of credit. Aladiility for shortterm borrowings and letters of credit under theohemg credit facility wa
$22.6 million.

The 2010 Credit Facility is secured by a first gtiosecurity interest in substantially all of t®mpanys assets. The 2010 Credit Fac
contains financial and other covenants, includingenants requiring the Company to maintain variancial ratios, limiting its ability t
incur additional indebtedness, restricting the amiai capital expenditures that may be incurrestrigting the payment of cash dividends,
limiting the amount of debt which can be loaneditie Companys franchisees or guaranteed on their behalf. Tdddity also limits th
Companys ability to engage in mergers or acquisitiond, catain assets, repurchase its common stock ated to certain lease transactic
The 2010 Credit Facility includes customary eveariftdefault, including, but not limited to, the faiie to pay any interest, principal or fees w
due, the failure to perform certain covenant age@s) inaccurate or false representations or waesarinsolvency or bankruptcy, changt
control, the occurrence of certain ERISA eventsjaddment defaults.

Under the terms of the Company2010 Credit Facility, quarterly principal paynmeof $1.5 million will be due during 2013 and 204
$4.5 million during 2015.

As of December 30, 2012, the Company was in compdiawith the financial and other covenants of tB4@ Credit Facility. As ¢
December 30, 2012 and December 25, 2011, the Coripareighted average interest rate for all outstapdidebtedness under the 2
Credit Facility were 3.7% and 3.8% respectively.

Future Debt Maturities. At December 30, 2012, aggregate future debt nmissiriexcluding capital lease obligations, weréodews:

(in millions)

2013 $ 6.(
2014 6.3
2015 56.¢
2016 0.3
2017 0.3
Thereafte 0.8

$ 70t

Interest Rate Swap Agreementd’he Company uses interest rate swap agreements thef interest rate exposure on a portion ¢
outstanding term loan debt. On February 22, 204é, Gompany entered into new interest rate swapeawsts limiting the interest ri
exposure on $30 million of our floating rate debttfixed rate of 4.79%. The term of the swap ageres expires March 31, 2015.
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On September 10, 2009, the Company entered irgoeisttrate swap agreements limiting the interéstegposure on $30 million of the te
loan debt to a fixed rate of 7.40%. The term ofdhvap agreements expired August 31, 2011.

The following tables summarize the fair value & ompany’s interest rate swap agreements andftet en the financial statements:

Fair Values of Derivative Instruments

Derivative Liabilities
(In millions) Balance Sheet Locatic 12/30/1. 12/25/1:

Interest rate swap agreeme Deferred credits and other Ic-term liabilities $13 $13

The Effect of Derivative Instruments on the Statemet of Operations

Amount of Gain (Loss)

Amount of Gain (Loss) recognized into Reclassified from AOCI to
AOCI Income
(In millions) 2012 2011 2010 201z 2011 2010
Interest rate swap
agreements, net of ti $ — $ (0.9 $ — Interest expense, n $— $(0.7) $(0.€)
$ — $ (0.6 $ — $— $(0.1) $(0.6)

Net interest expense associated with these agresmwes approximately $0.6 million, $0.7 million,da$i0.7 million in 2012, 2011, and 20
respectively.

Fair Value of DebtThe fair values of each of our lotgrm debt instruments are based on the amountwufefeash flows associated with e
instrument, discounted using our current borrowiatg for similar debt instruments of comparableurigt. The estimated fair values of
term loan and capital lease obligations approxich#tteir carrying values as of December 30, 2012.

Note 10 — Leases

The Company leases property and equipment associdtie its (1) corporate facilities; (2) companperated restaurants; (3) certain for
companyeperated restaurants that are now operated byHise®s and the property subleased to the frangha®d (4) certain form
company-operated restaurants that are now subléasethird party.
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At December 30, 2012, future minimum payments urdeital and non-cancelable operating leases veefalaws:

Capita Operatin

(in millions) Lease Leases
2013 $ 0.2 $ 6.1
2014 0.2 6.€
2015 0.2 6.3
2016 0.2 5.8
2017 0.2 5.7
Thereafte 5.1 70.t
Future minimum lease paymel 6.5 101.1
Less amounts representing intel 4.2 —
$ 2.3 $101.1

During 2012, 2011, and 2010, rental expense wasoappately $5.9 million, $5.9 million, and $4.6 tidn, respectively, includir
contingent rentals of $0.2 million, $0.2 milliomd $0.2 million, respectively. At December 30, 20ft# implicit rate of interest on cap

leases ranged from 8.1% to 16.0%.

The Company leases certain restaurant propertidssahleases other restaurant properties to framefisAt December 30, 2012,
aggregate gross book value and net book value afedvproperties that were leased to franchisees appsoximately $3.2 million ar
$2.7 million, respectively. During 2012, 2011, a2@10, rental income from these leases and subleeaesapproximately $4.3 million, a
$4.1 million, and $4.2 million, respectively. At Bember 30, 2012, future minimum rental income dased with these leases and suble:
are approximately $2.9 million in 2013, $2.6 millicn 2014, $2.3 million in 2015, $2.0 million in 28, $1.7 million in 2017, and $7.3 milli

thereafter.

Note 11 — Deferred Credits and Other Long-Term Lialilities

(in millions) 201z 2011
Deferred franchise revenu $ 24 $ 24
Deferred gains on unit conversic 1.1 1.7
Deferred rental 7.C 6.1
Above-market rent obligation 2.7 2.7
Deferred income taxe .2 6.8
Other 3.7 4.9

$26.2 $24.¢

Note 12 — Common Stock

Share Repurchase ProgranThe Companys Board of Directors has approved a share repueghagram. On February 13, 2013 the B
of Directors approved an additional $50.0 milliam the share repurchase program. During 2012 afdl,20e repurchased and retired 741
and 1,465,436 shares of common stock for approein&15.2 and $22.3 million, respectively. Duririgchl 2010 no shares of common si

were repurchased or retired.
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The remaining value of shares that may be repuechaader the program was $51.4 million. Pursuarhéoterms of the Compars/201(
Credit Facility, the Company may repurchase its wam stock when the Total Leverage Ratio is less th80 to 1.0 The Total Leverage R
at December 30, 2012 is 1.20 to 1.0.

Dividends. During 2012 and 2011, the Company paid no dividend
Note 13 — Stock Option Plans

The 2002 Incentive Stock Planln February 2002, the Company created the 2002ntne Stock Plan. This plan authorized the issean
4.5 million shares of the Company’s common stock.glants have been at prices which approximatefairemarket value of the Compaisy’
common stock at the date of grant. The optionseatly granted and outstanding as of December 302 20low certain employees ¢
directors of the Company to purchase approxima@ed0 shares of common stock. If not exercised offteons expire seven years from
date of issuance. As of May 25, 2006, the Compankpnger grants options under this plan.

The 2006 Incentive Stock Planin May 2006, the Company created the 2006 Incenfitock Plan. The plan authorizes the issuan
approximately 3.3 million shares of the Compangbmmon stock. The plan replaced the existing 2802ntive Stock Plan and no furt
grants will be made under the 2002 Incentive Stelelkn. The 2006 Incentive Stock Plan did not inceeas number of shares of stock avail
for grant under the 2002 Incentive Stock Plan. @tiand other awards such as restricted stockk simgreciation rights, stock grants,
stock unit grants under the plan generally mayrbeatgd to any of the Company’s employees anderoployee directors. The options curre
granted and outstanding as of December 30, 20b% alértain employees and directors of the Compangurchase approximately 802,(
shares of common stock.

A Summary of Stock Option Plan ActivityThe table below summarizes the activity within tbempanys stock option plans for t
53 week period ended December 30, 2012.

Weighted
Average
Remainin¢  Aggregat
Weighted Contractue  Intrinsic

Average Term Value

(shares in thousand Shares  Exercise Pric (years) (millions)
Stock options

Outstanding at beginning of ye 88¢ $ 11.6¢

Granted option 11t 16.5¢

Exercised option (109 12.2:

Cancelled and expired optio (87) 12.82

Outstanding at end of ye 80¢ $ 12.1¢ 35 $ 10.¢

Exercisable at end of ye 59t $§ 11.u( 27 $ 87
Shares available for future grants under the pdarend of yea 1,592

The aggregate intrinsic value in the above tabfeesents the total pre-tax intrinsic value (thdedénce between the Compasyclosing
stock price on the last trading date of 2012 aedetkercise price, multiplied by the number of opslo The amount of aggregate intrinsic v.
will change based on the fair market value of thenany’s common stock.

The Company recognized approximately $0.9 milli®$d.,9 million, and $1.1 million, in stodkased compensation expense associatec
its stock option grants during 2012, 2011, and 2G&6pectively. As of December 30, 2012 there wamaimately $0.7 million of tot
unrecognized compensation costs related to
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unvested stock options which are expected to begrézed over a weighted average period of appraeind.4 years. The total fair value
grant date of awards which vested during 2012, 284d 2010 was $1.4 million, $0.9 million, and $tiflion, respectively.

The weighted average grant date fair value of asvgrdnted during 2012, 2011, and 2010 was $7.7813$8nd $5.41, respectively. 7
total intrinsic value of stock options exercisedidg 2012, 2011 and 2010 was $1.1 million, $0.3ioriland $0.3 million, respectively

During 2012, 2011, and 2010, the fair value of apthwards were estimated on the date of grant asBIgck-Scholes optiopricing model
The fair value of stockased compensation is amortized on the gradechgestiribution method. The following weighted axg@rassumptiol
were used for the grants:

201: 2011 201¢
Risk-free interest rat 1.0% 29% 2.8%
Expected dividend yiel 0% 0% 0%
Expected term (in year 4.5 6.0 4.5
Expected volatility 55.3% 56.8% 58.0%

The riskfree interest rate is based on the United Statestry yields in effect at the time of grant. TRpexted term of options represe
the period of time that options granted are exgkttidhe outstanding based on the vesting periediethm of the option agreement and histo
exercise patterns. The estimated volatility is Hasethe historical volatility of the Company’s sltgprice and other factors.

The following table summarizes the non-vested stption activity for the 53 week period ended DebenB0, 2012:

Weighted

Average

Grant Dat:
(shares in thousand Share Value
Unvested stock options outstanding at beginningeoiod 452 $ b5.7¢
Grantec 115 7.7¢4
Vested (264, 5.4¢
Cancellec (67) 5.31
Unvested stock options outstanding at end of pe 236 $ 7.1t

Restricted Share Awards

The Company grants restricted share awards pursodahé 2006 Incentive Stock Plan. These awardsuar@rtized as expense on a gr:
vesting basis. The Company recognized approxim&k8ly¢ million, $1.6 million, and $1.3 million, intack-based compensation expe
associated with these awards during 2012, 2011,28dd, respectively. During the vesting period,ipents of the shares are entitlec
dividends on such shares, provided that such skaeasot forfeited. Dividends are accumulated aaid put at the end of the vesting period.
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The following table summarizes the restricted slaavards activity for the 53 week period ended Ddwen30, 2012:

Weighted
Average

Grant
Date Fair

(share awards in thousant Share Value

Unvested restricted share awat

Outstanding beginning of ye 29¢ $ 11.91
Grantec 25¢ 16.2¢
Vested (217) 11.32
Cancellec (20) 13.1:
Outstanding end of ye: 32C $ 15.7:

The weighted average grant date fair value ofimstt share awards granted during 2011 was $15.32.

As of December 30, 2012, there was approximatel§ #$2llion of total unrecognized compensation aetated to unvested restricted st
awards which are expected to be recognized oveeighted average period of approximately 1.8 yebhe total fair value at grant date
awards which vested during 2012, 2011, and 2018,%2e5 million, $0.4 million, and $0.5 million, rEectively.

Restricted Share Units

The Company grants restricted stock units (RSUshémnbers of its board of directors pursuant to2b@6 Incentive Stock Plan. Ves
RSUs are convertible into shares of the Compmaegmmon stock on a 1:1 basis at such time thetdir@o longer serves on the board of
Company. The Company recognized $0.6 million, $@illion, and $0.3 million in stoclkased compensation expense associated with
awards during the 2012, 2011, and 2010, respegtived of December 30, 2012, there was approximabély million of total unrecogniz
compensation cost related to unvested RSUs, whielkpected to be recognized over a weighted averaged of approximately 0.4 years.
awards vested during 2012, 2011, and 2010.

The following table summarizes the restricted shawieactivity for the 53 week period ended Decentif 2012.

Weighted
Average

Grant
Date Fair

(share awards in thousant Units Value

Unvested restricted stock uni

Outstanding beginning of ye 177 $ 10.8-
Grantec 33 21.0z
Outstanding end of ye: 21C $ 12.4¢

The weighted average grant date fair value ofimstt share units granted during 2011 was $15.90.
Note 14 — 401(k) Savings Plan

The Company maintains a qualified retirement pf&taf”) under Section 401(k) of the Internal Revenue Cddi986, as amended, for
benefit of employees meeting certain eligibilitgjuérements as outlined in the Plan document. Alingany employees are subject to the ¢
contribution and vesting schedules. Under the Pronhighly compensated employees may contribute up 3®% of their eligibl
compensation to the
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Plan on a préax basis up to statutory limitations. Highly compated employees are limited to 5.0% of their kleggicompensation. T
Company may make both voluntary and matching doutions to the Plan. The Company expensed appréaimn®0.4 million, $0.3 millior
and $0.3 million, during 2012, 2011, and 2010, eetipely, for its contributions to the Plan.

Note 15 — Commitments and Contingencies

Supply Contracts.Supplies are generally provided to Popeyes fragchand compangperated restaurants, pursuant to supply agree
negotiated by Supply Management Services, Inc. 89Ma not-forprofit purchasing cooperative of which the Compa&hya member. Tt
Company, its franchisees and the owners of Cinnddaderies hold membership interests in SMS in pitigno to the number of restaura
they own. At December 30, 2012, the Company held @inseven board seats. The operations of SMS @réncluded in the Consolidat
Financial Statements.

The principal raw material for a Popeyes restauogration is fresh chicken. Compangerated and franchised restaurants purchast
chicken from suppliers who service AFC and its étsieees from various plant locations. These castsignificantly impacted by increase:
the cost of fresh chicken, which can result fromuanber of factors, including increases in the obgrain, disease, declining market suppl
fast-food sized chickens and other factors tha&caffvailability.

In order to ensure favorable pricing for fresh &kit purchases and to maintain an adequate supfgstf chicken for the Popeyes syst
SMS has entered into chicken purchasing contraittsaliicken suppliers. The contracts, which pertaitthe vast majority of our systewiee
purchases for Popeyes are “cost-plus” contractsutiléze prices based upon the cost of feed grains certain agreed upon néeed an
processing costs. In order to stabilize pricingtfer Popeyes system, SMS has entered into commpdityng agreements for the first hall
2012 for certain commaodities including corn and,selgich impact the price of poultry and other fammbt.

The Company has entered into lolegm beverage supply agreements with certain nm@goerage vendors. Pursuant to the terms of
arrangements, marketing rebates are provided t€tmepany and its franchisees from the beverageorsritased upon the dollar volume
purchases for compargperated restaurants and franchised restaurasisatively, which will vary according to their denthfor beverac
syrup and fluctuations in the market rates for bage syrup.

Formula and Supply Agreements with Former OwnerThe Company has a formula licensing agreemerti thie estate of Alvin (
Copeland, the founder of Popeyes and the primanyeowf Diversified Foods and Seasonings, Inc. (8psified”). Under this agreement, 1
Company has the worldwide exclusive rights to tbpdyes fried chicken recipe and certain other idigrés used in Popeyes products.
agreement provides that the Company pay the estditr. Copeland approximately $3.1 million annuallgtil March 2029. During each
2012, 2011, and 2010, the Company expensed appaiadyr$3.1 million under this agreement. The Compaleo has a supply agreement \
Diversified through which the Company purchasetageproprietary spices and other products madiisixely by Diversified.

Business Process ServiceCertain accounting and information technologwieeis are provided to the Company under an agreewidn
third party provider which expires April 30, 2014t December 30, 2012, future minimum payments unber contract are approximat
$1.5 million, annually, through 2014 and $0.5 mifliduring 2015. During 2012, 2011, and 2010, thengany expensed $1.5 million, $
million, and $1.5 million, respectively, under tligreement.
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Information Technology Outsourcing. Certain information technology services are progitie the Company under Managed Informe
Technology Services Agreements with certain thadypproviders through the end of 2013. At Decen8ikr2012, future minimum payme
under these contracts are $1.4 million in 2013.imur2012, 2011, and 2010, the Company expensed &2lbn, $2.1 million, an
$1.7 million, respectively, under this agreement.

Employment Agreements.As of December 30, 2012, the Company had emplaymgreements with six senior executives which iole
for annual base salaries ranging from $305,0006#5P00 subject to annual adjustment by the Bo&mirectors, an annual incentive bor
fringe benefits, participation in Compasponsored benefit plans and such other compensasionay be approved by the Board of Direc
The terms of the agreements end in 2013, unledigre@rminated or otherwise renewed pursuant ététms thereof and are automatic
extended for successive opear periods following the expiration of each tarniess notice is given by the Company or the exesurot tc
renew. Pursuant to the terms of the agreemergmployment is terminated without cause or if writtetice not to renew employment is gi
by the Company, the terminated executive woulderiain cases be entitled to, among other things, one and one half or two times ani
base salary, as applicable, and one, one and dinertao times the bonus payable, as applicaldehé individual for the fiscal year in whi
such termination occurs. Under the terms of thee@ments, upon a change of control of the Companyaasignificant reduction in t
executives responsibilities or duties, the executive maynteate employment and would be entitled to receéhae same severance pay
executive would have received had the executivaigleyment been terminated without cause.

Litigation. The Company is a defendant in various legal pditeys arising in the ordinary course of businegsduding claims resultir
from “slip and fall” accidents, employmenrgated claims, claims from guests or employeesgalh illness, injury or other food quality, hei
or operational concerns and claims related to fiesecmatters. The Company has established aderpsaerses to provide for the defense
settlement of such matters. The Compangianagement believes their ultimate resolution mot have a material adverse effect on
Company’s financial condition or its results of ogt@ns.

Insurance Programs. The Company carries property, general liabilibysiness interruption, crime, directors and officdiability,
employment practices liability, environmental andrikers’ compensation insurance policies which it beliewescustomary for businesses
its size and type. Pursuant to the terms of thaimdhise agreements, the Compariyanchisees are also required to maintain cetygies an
levels of insurance coverage, including commergaheral liability insurance, workerg£ompensation insurance, all risk property
automobile insurance.

The Company has established reserves with respehetprograms described above based on the estinatal losses the Company 1
experience. At December 30, 2012, the Compaimysurance reserves of approximately $0.2 millire collateralized by letters of cre
and/or cash deposits of $0.5 million.

Environmental Matters. The Company is subject to various federal, steu@ local laws regulating the discharge of polltganto the
environment. The Company believes that it condutstsoperations in substantial compliance with aggilie environmental laws a
regulations. Certain of the Compasycurrent and formerly owned and/or leased progedire known or suspected to have been used kr
owners or operators as retail gas stations, aewvaf these properties may have been used for ethéronmentally sensitive purposes. Cel
of these properties previously contained undergiastorage tanks (“USTs”gnd some of these properties may currently corghandone
USTs. It is possible that petroleum products arteiotontaminants may have been released at theperpes into the soil or groundwa
Under applicable federal and state environmentas$,Jdhe Company, as the current or former ownesparator of these sites, may be joi
and
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severally liable for the costs of investigation amdhediation of any such contamination, as welamag other environmental conditions a
properties that are unrelated to USTs. The Comgeas obtained insurance coverage that it believesdéjuate to cover any poter
environmental remediation liabilities.

Foreign Operations. The Companys international operations are limited to franakgsiactivities. During 2012, 2011, and 2010, ¢
operations represented approximately 11.2%, 12&%,11.9%, of total franchise revenues, respegtiaid approximately 6.9%, 7.5%, i
7.2%, of total revenues, respectively. At Decen8ikr2012, approximately $1.1 million of the Compangccounts receivable were relate
its international franchise operations.

Significant Franchisee. During 2012, 2011, and 2010, one domestic frasgshiaccounted for approximately 5.8%, 8.3%, an@b;
respectively of the Company’s royalty revenues.

Geographic Concentrations.Of AFC’s domestic compangperated and franchised restaurants, the majastyogated in the southern ¢
southwestern United States. The Companyiternational franchisees operate in Korea, led@ Canada, Turkey and various coun
throughout Central America, Asia and Europe.

Note 16 — Other Expenses (Income), Net

(in millions) 2017 2011 201(
Disposals of property and equipm $ 0.z $ 08 $ 0.7
Net gain on sale of asst (0.9 (0.9 (0.5
Corporate support center relocat — 0.8 —
Other 0.1 — —

$ (0.5 $ 05 §$ 0.2

During 2012, the net gain on sale of assets ingl@d80.3 million gain on the sale of real estata foanchisee and the recognition of ¢
million in deferred gains related to seven progsrformerly leased to a franchisee.

During 2011, the net gain on sale of assets ingltlde sale of two properties to a franchisee feraxamately $0.7 million and recognize
gain of $0.5 million.

The Company recognized $0.8 million in expenseHercorporate support center relocation in 2011s €kpense was mainly for rent, le
fees and closing the previous service center.

Note 17 — Interest Expense, Net

(in millions) 2017 2011 201C
Interest on dek $ 2.¢ $ 2¢ $ 6F
Amortization and writ-offs of debt issuance cos 0.4 0.4 1.1
Other debt related charg 0.t 0.€ 0.€
Interest incomt (0.1 (0.1 (0.2

$ 3.€ $ 37 $ 8C
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Note 18 — Income Taxes

Total income taxes for fiscal years 2012, 2011, 200, were allocated as follows:

(in millions) 201: 2011 201(
Income taxes in the statements of operations $ 17  $ 12¢&  $ 10.:

Income taxes charged (credited) to statementsarykbblder’ equity (deficit):
Compensation expense for tax purposes in excemnodints recognized for financial reporting purpc (0.4) (0.1) (0.1)
Other comprehensive incor — (0.5) 0.2
$16C $122 $ 104

The Company concluded its 2009 Federal income udit avith the Internal Revenue Service (the “IR8Uring the second fiscal quarte
2012. As a result of concluding the audit, the Camypreceived a tax refund of $0.4 million. The mapact of concluding the audit did |

have a material impact on income tax expense.

The Company concluded its 2004 and 2005 Federatrirdax audits with the Internal Revenue Service {tRS”) during the second fisc
quarter of 2010. As a result of concluding the &jdhe Company received tax refunds of $0.7 mmjlimcluding $0.1 million of intere
income, recognized $0.7 million of previously urognized tax benefits and reversed $0.6 millionaafraed interest on the uncertain posit
under audit. The net impact of concluding the audis a $1.4 million reduction in income tax exmgefr the fiftytwo weeks ende

December 26, 2010.

During the first quarter of 2013 Congress passed‘#merican Taxpayer Relief Act of 201&hich included the retroactive extensior

business provisions that had expired at the erg#Ddi and 2012. Since the bill was not signed tnéilfirst fiscal quarter of 2013,

statement benefits will not be reflected until tinst fiscal quarter of 2013.

Total U.S. and foreign income before income taxedi§cal years 2012, 2011, and 2010, were asvalio

the finan

(in millions) 2017 2011 201(
United State: $ 41 $ 314 $ 26.¢
Foreign 6.4 5.€ 6.3
$ 47, $ 37.C $ 332
The components of income tax expense were as fsilow
(in millions) 201: 2011 201(
Current income tax expens
Federa $ 12.2 $ 92z $6.¢
Foreign .3 1.1 1.1
State 1.€ 1.2 0.8
15.1 11.F 8.8
Deferred income tax expens
Federa 2.C 1.2 i1.g
State 0.2 0.1 —
2.2 .3 il
$ 17.2 $12.6 $10.2
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Applicable foreign withholding taxes are generatlgducted from royalties and certain other revencaltected from internation
franchisees. Foreign taxes withheld are generitijbée for credit against the Company’s U.S. inatax liabilities.

Reconciliations of the Federal statutory incomertde to the Company'’s effective tax rate are preeskbelow:

2012 2011 201¢
Federal income tax ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 1.5 0.1 1.t
Valuation allowanct 0.8 1.¢ 0.4
Provision to return adjustmer (0.7 0.2 0.3
Adjustments to estimated tax reser (1.2 0.2 (5.2
Other items, ne 0.3 (2.9 (0.5
Effective income tax rat 36.2% 34.6% 31.(%

Provision to return adjustments include the effetthe reconciliation of income tax amounts reeardn our Consolidated Statement
Operations to amounts reflected on our tax retdum&011, “Other items, nethcluded a tax benefit of approximately $0.8 milljor 2.2 %
for work opportunity tax credits related to pricrays.

The tax effects of temporary differences that gige to significant portions of the deferred tazets and deferred tax liabilities are prese
below:

(in millions) 201z 2011
Deferred tax asset
Deferred franchise fee reven $ 1.C $ 14
State net operating loss carry forwa 5.¢ 5.k
Deferred rental 3.¢ 3.€
Deferred compensatic 3.8 3.4
Allowance for doubtful accoun 0.4 0.3
Insurance accrua 0.1 0.1
Other accrual 0.4 0.€
Reorganization cos 2.2 2.2
Total gross deferred tax ass 17.7 17.1
Deferred tax liabilities
Franchise value and tradema (18.9 (17.5)
Property, plant and equipme (2.9 (0.5)
Total gross deferred liabilitie (20.8) (18.0
Valuation allowanct (5.9 (5.5)
Net deferred tax liabilit $ (9.0 $ (6.4

The Company assesses quarterly the likelihoodttieateferred tax assets will be recovered. To nthiseassessment, historical level:
income, expectations and risks associated withmeséis of future taxable income are considerededbvery is not likely, the Compa
increases its valuation allowance for the defetagdassets that it estimates will not be recovered.
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At December 30, 2012, the Company had state netitipg losses (“NOLs”"pf approximately $113 million which continue to éep The
Company established a full valuation allowancehlmndeferred tax asset related to these NOLs asribre likely than not that such tax ber
will not be realized. As such, the Company hashdistaed a valuation allowance of approximately $Bifion at December 30, 2012 and ¢
million at December 25, 2011.

The amount of unrecognized tax benefits were apprately $1.3 million as of December 30, 2012 of ethapproximately $0.2 million,
recognized, would impact the effective income taber A reconciliation of the beginning and endingpant of unrecognized tax benefits a
December 30, 2012 is as follows:

(in millions) 201z 2011 201C
Balance, beginning of ye. $2.2 $21 $4¢
Additions related to current ye — 0.2 0.2
Reductions related to prior ye: (0.9 — 2.7
Reductions due to statute expirat (0.) (0.7) (0.3
Balance, end of ye: $1.2 $22 $21

The Company recognizes interest and penaltiesecklit uncertain tax positions as a component ofniteme tax expense. Interest
penalties on uncertain tax positions for the figedr 2012 and 2011 were not significant. The Camgead approximately $0.1 million a
$0.2 million of accrued interest and penaltiesteglao uncertain tax positions as of December 8022nd December 25, 2011.

Unrecognized tax benefits and accrued interespendlties are reported as a component of defereslite and other long-term liabilities.

The Company files income tax returns in the Unidtes and various state jurisdictions. The U &eri@ tax years 2010 through 2011
open to audit. In general, the state tax years epandit range from 2008 through 2011.

Note 19 — Components of Earnings Per Share Compuian

(in millions) 2017 2011 201(
Net income $ 30.¢ $ 247 $ 22¢
Denominator for basic earnings per sk— weighted average shar 23.¢ 24.5 25.2
Dilutive employee stock optior 0.€ 0.t 0.2
Denominator for diluted earnings per sh 24.5 25.C 25.5

The Company’s basic earnings per share calculasiaromputed based on the weightadtrage number of common shares outstar
Diluted earnings per share calculation is compuieded on the weighteaterage number of common shares outstanding adjumstethe
number of additional shares that would have bedstanding had the potentially dilutive common skabeen issued. Potentially dilut
common shares include employee stock options, andsig restricted stock awards and unvested redrishare units. Performance be
awards are included in the average diluted sharegamding each period if the performance critbege been met at the end of the respe
periods.

Potentially dilutive shares are excluded from tHeteld earnings per share computation in periodstiich they have an andilutive effect
The weighted average number of shares subjecttigilative options were not significant for thetfifthree week periods ended Decembe
2012. The weighted average number of shares subjecttidilutive options were 0.1 million for thity-two week period ended December
2011.
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Note 20 — Segment Information

The Company is engaged in developing, operatingfraamthising Popeyes Louisiana Kitchen qusgkvice restaurants. Based on its inte
reporting and management structure, the Companydbtesmined that it has two reportable segmentsicfiise operations and company
operated restaurants. The compapgrated restaurant segment derives its revenoes thie operation of company owned restaurants
franchise segment consists of domestic and intemelt franchising activities and derives its revesprincipally from (1) ongoing roya
payments that are determined based on a percemfadgenchisee sales; (2) franchise fees associatiéd new restaurant openin
(3) development fees associated with the openingesd franchised restaurants in a given market; @dental income associated v
properties leased or subleased to franchisees.a@mgprofit for each reportable segment includpsrating results directly allocable to e
segment plus a 5% inter-company royalty charge firamchise operations to company-operated resttsiran

(in millions) 2012 2011 2010
Revenue:
Franchise operations( $ 114 $ 99.: $ 93.7
Compan-operated restaurar 64.( 54.€ 52.7

$ 178.¢ $ 153.¢ $ 146.-

Operating profit before unallocated exper

Franchise operatior $ 51c $ 40.z $ 39.7
Compan-operated restaurar 4.4 5.2 5.€
55.4 45.4 45.2
Less unallocated expens
Depreciation and amortizatic 4.€ 4.2 3.¢
Other expenses (income), | (0.5 0.t 0.2
Operating profit 51.: 40.7 41.2
Interest expense, n 3.€ 3.7 8.C
Income before income tax 47.7 37.C 33.2
Income tax expens 17.5 12.€ 10.8
Net income $ 30. $ 24.: $ 22.¢
Capital expenditure
Franchise operatior $ 18.1 $ 4.1 $ 0.7
Compan-operated restaurar 9.2 3.5 2.5
$ 272 $ 7€ $ 3.2
Goodwill — year enc
Franchise operatior $ 8¢ $ 8¢ $ 8¢
Compan-operated restaurar 2.2 2.2 2.2

$ 111 $ 111 $ 111

Total asset— year enc
Franchise operatior $ 140.C $ 109.¢ $ 99.C
Compan-operated restaurar 32.4 25.¢ 24.C

$ 172.¢ $ 135.¢ $ 123.¢

(a) Franchise operations revenues excludes 5%-segment royaltie
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Note 21— Quarterly Financial Data (Unaudited)

(@)

(b)

(©)
(d)

2012
First Second Third Fourth
(in millions, except per share da Quarter Quarter Quarter Quarter
Results of Operatior
Total revenue $ 52.¢ $ 39.¢ $ 38.¢ $ 47.¢
Operating profit 14.2 11.4 11.1 14.€
Net income 8.2 6.€ 6.C 8.€
Basic earnings per common sh 0.34 0.2¢ 0.2¢ 0.3¢
Diluted earnings per common shi 0.34 0.27 0.2¢ 0.3t
2011
First Second Third Fourth
Quarter Quarter Quarter Quarter
Results of Operatior
Total revenue $ 46.¢ $ 35.2 $ 35.¢ $ 36.2
Operating profit 12.t 9.€ 9.2 9.4
Net income 7.2 5.t 5.8 5.7
Basic earnings per common sh 0.2¢ 0.22 0.24 0.2t
Diluted earnings per common shi 0.2¢ 0.22 0.24 0.2:

The Company first quarters for 2012 and 2011 contained sixt@eeks. The fourth quarter 2012 included 13 we&kg remainin
quarters of 2012 and 2011 were twelve weeks. The B®8ek in 2012 increased sales by compapgrated restaurants by approxime
$1.2 million and increased franchise revenues tlpragmately $1.7 million. The net impact of the 83week earnings per share
approximately $0.01 per diluted sha

The Company opened five compaoperated restaurants during the fourth quarter 20h2pared to one during the same period last
Total sales of the five comps-operated restaurants were $0.9 million for thetfoquarter 2012

The Company recorded $1.8 million in franchise rewes related to two significant franchisee trarssfirring the fourth quarter 201

The Company recognized a $0.8 million in net gainsale assets during the fourth quarter 2012 ededowith the sale of real estate
franchisee and the recognition of deferred gaiteded to seven properties formerly leased to achimee.
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referencthe Registration Statement on Form S-8 (No.-88844, effective March 2, 20(
No. 33398867, effective August 28, 2002, and No. 333-B37Ceffective September 1, 2006) and on Form S-8. (38386914) of AF(
Enterprises, Inc. of our report dated Februafy2013 relating to the financial statements #&defffectiveness of internal control over finar
reporting, which appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP

Atlanta, GA
February 27, 2013



EXHIBIT 31.1
CERTIFICATIONS

I, Cheryl A. Bachelder, certify that:
1. | have reviewed this Annual Report on Form 16fKAFC Enterprises, Inc.;

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or dnfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over financigloiting, or caused such internal control over fahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registraisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) Disclosed in this report any change in the tegid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fofigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

/s/ CHERYL A. BACHELDER
Cheryl A. Bachelde
President and Chief Executive Offic

Date: February 27, 2013



EXHIBIT 31.2
CERTIFICATIONS

I, H. Melville Hope, lll, certify that:
1. | have reviewed this Annual Report on Form 16fKAFC Enterprises, Inc.;

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or dnfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b) Designed such internal control over financigloiting, or caused such internal control over fahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registraisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

d) Disclosed in this report any change in the tegid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fofigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

/s/ H. MELVILLE HOPE, llI
H. Melville Hope, 1lI
Chief Financial Office

Date: February 27, 2013



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 and in connection with the Annual Reporframm 10-K of AFC Enterprises,
Inc. (the “Corporation”) for the period ended Ded¢®m30, 2012, as filed with the Securities and Bxg/e Commission on the date hereof (the
“Report”), the undersigned, the Chief Executivei€Hf of the Corporation, certifies that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExagfeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Corporation.

/sl CHERYL A. BACHELDER

Cheryl A. Bachelde
President and Chief Executive Offic

Date: February 27, 2013



EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 and in connection with the Annual Reporframm 10-K of AFC Enterprises,
Inc. (the “Corporation”) for the period ended Ded¢®m30, 2012, as filed with the Securities and Bxg/e Commission on the date hereof (the
“Report”), the undersigned, the Chief Financiali€df of the Corporation, certifies that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExagfeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Corporation.

/s/ H. MELVILLE HOPE, IlI
H. Melville Hope, 1lI
Chief Financial Office

Date: February 27, 201



