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...Flavor...Flavor
This was the year that AFC Enterprises was reborn.
We are in many ways a new company, with new initiatives, a new management
team, and a new outlook that combines solid industry experience with fresh
ways of thinking. 2005 was the year that AFC became a smaller, more efficient
company focused on maximizing flavor and variety for our customers, growth
and cost savings opportunities for our franchisees, a positive work environment
for our employees, and strong performance and return for our shareholders.
AFC had outstanding operational results in 2005 and is poised for growth and
positive results in 2006.





In AFC’s 2004 annual report, I shared my expectations that
2005 would bring “alignment to brand communications, a
larger re-image presence in our existing markets, a menu
that is more consistent and relevant to our customers,
operations that are responsive to what our guests expect,
and a business that provides stronger sales and profits to
our franchisees.” I am extremely pleased to report that in
2005, the AFC team turned those expectations into realities.

Staying focused
In 2005, our company’s infrastructure went through an
incredible transition as we moved from an organization that
once managed five different brands to management of the
single brand that we felt would maximize our shareholders’
satisfaction and return—Popeyes® Chicken & Biscuits. The
AFC team remained focused on results, despite the potential
for significant distractions as brands were sold, the infrastruc-
ture was reduced, and a new management team formed.

First and foremost, we had to take the steps necessary to
set a strong foundation for 2006. These efforts included
putting in place a new credit facility that would provide
operating capital and enable the company to pay a $12 per
share dividend to our shareholders. In addition, we settled
shareholder litigation relating to the restatement of AFC’s
financial statements for fiscal years 2000 and 2001 and the
first three quarters of 2002. Finally, we closed the former
AFC headquarters and consolidated all functions and per-
sonnel into the existing Popeyes Chicken & Biscuits facility.

Next, we sharpened our focus on key business drivers and
delivered positive performance over the course of the year.
From development to marketing, 2005 saw a new approach
centered on specific objectives. As a direct result, we saw
renewed vigor and interest from franchisees, consumers,
investors, and employees.

Excellent results reflect outstanding efforts
The Popeyes team worked extremely hard during 2005 and
our efforts paid off with positive numbers across a range of
metrics. System-wide sales increased 4.8 percent versus
fiscal 2004, driven primarily by a 3.3 percent increase in
domestic restaurant comparable sales. In addition, we saw a
solid trend of positive transactions in 2005 and we fully
expect that to continue throughout 2006.  

Our restaurant development pipeline improved significantly in
2005 and the results of those efforts were seen in our new
restaurant opening performance late in 2005, extending into
2006. Our development team delivered nearly 13 percent
more unit openings than in 2004, with 123 new Popeyes
restaurants opening during the year. We believe we are on
track for continued strong performance in 2006. 

Our goal for 2006: continue the momentum
AFC and Popeyes made significant strides in 2005 and we have
created positive momentum that will continue the long-term 
viability of this company. We have a number of important 
initiatives we plan to execute in the months ahead that will keep
driving the business forward and generate continued growth.

First, we will continue to focus on operations to make our
stores run more smoothly and provide even faster service.
We have already made progress in this area as reflected in
the 12 percentage point improvement in our operating scores
over the past year. These scores, measured by consumer
comments and mystery shop scores conducted by two inde-
pendent firms, provide a first-hand consumer perspective—a
key indicator of our performance at the operations level.
Clearly, in such a competitive environment, we must consis-
tently deliver a positive customer experience on every visit. 

We are designating 2006 to be the “Year of the Operator” for
Popeyes and placing significant emphasis on consistent oper-
ations across the system. We began this initiative in March
2006 with our first Popeyes Operators Summit in Atlanta.

Open to all Popeyes franchisees and
their key operators, the summit
focused solely on improving our
operations execution at the restau-
rant level. Additionally, we will place

great emphasis on consistent
national standards and
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system-wide testing throughout the year, all in an effort to
improve the quality and speed of our service.

Working with our current and new franchise operators, we
have targeted 130-140 new system-wide restaurant open-
ings for 2006 with domestic new unit openings expected to
comprise approximately 60 percent of that total. The brand’s
new unit development will continue to focus on penetrating
existing markets and expanding under-penetrated areas of
the country such as the Northeast, Northwest, and
Southwest. Internationally, Popeyes will continue to focus on
developing restaurants in Canada, Mexico, Latin America,
and the Middle East. The growth of our development pipeline,
the renewed vigor of our existing franchise operators, and
the excitement surrounding the Popeyes brand make me
confident that 2006 will be another strong development year
for the brand.

Finally, in 2006 Popeyes expects domestic same-store sales
growth of 2.0-3.0 percent driven by the introduction of new
menu items, continued operational improvements, and more
effective food-focused advertising. We will communicate a
strong brand message built around food, flavor, and fun. We
call this campaign “Food with ’tude,” and you can expect
that message to come through loud and clear in every
Popeyes market. It is all part of our effort to communicate
how Popeyes maximizes flavor and choice for the consumer.
These are our most compelling points of difference and we
intend to leverage them at every opportunity—both to con-
vince new customers to try us and to encourage existing
customers to come back again and again.

Financially, 2006 will bring greater emphasis on enhancing
value and long-term growth for investors. We will continue
efforts begun in 2005 to lower operational costs and to
improve margins and overall cash flow.

When you look at the challenges we faced in 2005—both
the transitional challenges and the curves Mother Nature
threw at us—I think you’ll agree that we had a very remark-
able year operationally. We started to see things come
together very strongly toward the end of the year and I
believe that what we’ve seen in the last half of 2005 will
translate very well into 2006. As a result, I have every reason
to believe that 2006 will be a very successful year for AFC
and the Popeyes brand. It has been and continues to be an
exciting time to be part of this organization.

The 2005 Hurricane Season:
Its effect, our response.

Of all of the challenges we faced in 2005, Hurricane Katrina was
by far the greatest and the most personal. When the storm came
ashore in New Orleans on August 28, more than 800 company
employees in the New Orleans area, as well as the families and
friends of many employees at our headquarters in Atlanta, were
displaced. It was clearly a painful time in the Popeyes brand 
history. It was widely recognized throughout the organization
that this would be a challenge that would test the management
team’s mettle and ability to focus on the business despite 
concern for our extended family along the Gulf Coast.

Within hours after Katrina made landfall, we set up a situation
room staffed with a crisis team that contacted our employees,
operators, and vendors in the affected areas to determine their
safety. We were on the ground just days after Hurricane Katrina
assessing damage. The team quickly verified that approximately
95 to 100 restaurants, including all 36 company-owned locations
in the region, were damaged sufficiently to be closed.

Seeing the damage first hand and feeling deeply about the
devastating impact of Katrina on our friends and family, AFC and
our franchisees pledged to raise funds in support of Hurricane
Katrina relief efforts and to rebuild the city of New Orleans. This
pledge included a $500,000 cash donation to the American Red
Cross. Our commitment to the city is stronger than ever as we
make every possible effort to reopen restaurants.

As of January 9, 2006, we had 25 restaurants temporarily
closed due to the effects of Hurricane Katrina, which included 21
company-owned restaurants in New Orleans and four franchised
restaurants in other areas of the Gulf Coast region. We have
reopened 12 company-owned restaurants in New Orleans and
during 2006 we expect to reopen an additional eight to 12 of the
21 company-owned restaurants that were temporarily closed as
of January 9, 2006. We expect the four closed franchised restau-
rants to reopen during fiscal 2006. Hurricane Katrina was followed
in quick succession by Hurricanes Rita and Wilma. They too had
significant impact on communities on the Gulf Coast as well as
the southern portion of Florida.

Our commitment to the entire region continues and we keep
those struggling to rebuild their lives in our thoughts.

Popeyes employees sort goods that were donated to hurricane
victims in the New Orleans area.



Popeyes is legendary for its flavor. Over the years, the flavor of our chicken—
and the just plain great taste of our other menu items—has made flavor a

major differentiating factor for Popeyes. From the early days of Popeyes,
it was always the look, smell, and tastes that came to define what New
Orleans-style cooking at Popeyes was all about. And that hasn’t
changed much today. We have been and always will be known for
the great taste of our food and the uniqueness of our menu. 

Today, we are focused on expanding that unique flavor profile to
new menu items. As we develop new products, flavor will
continue to be the biggest part of the development criteria. This
approach maximizes the choices available to our customers,
giving them more reasons to come to Popeyes throughout the
day—be it for a snack occasion, lunch, or dinner. Clearly, the
more we can bring in customers over the course of the week at
various dayparts, the better our transactions and sales.

Popeyes has always held a leadership position within the industry
for strong flavor profiles and innovation. We intend to maintain
that leadership by doing more than simply adding new items to
the menu. Instead, we will rotate new items onto the menu—in
some cases as permanent additions, but more often than not as
limited time offers. We will also revisit old favorites from time to
time, all in an effort to highlight our flavor profile and provide
consumers with new reasons to visit our restaurants.  

For example, in 2005 we introduced a number of successful new
products, including Popeyes Naked Chicken Strips™, Big
Flava™ Chicken Deluxe Sandwiches, Southwest Shrimp, and

Buffalo Nuggets. Popeyes Naked Chicken Strips and Big Flava
Chicken Deluxe Sandwiches are now permanent menu items,
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while Southwest Shrimp and Buffalo Nuggets will become
limited time offers at key points during the year, based on
their strong performance and high consumer appeal. 

In addition to launching many great tasting new items in
2005, our Menu Development team is also exploring new
ways for our customers to enjoy our existing core menu
items and continues to focus on ingredient improvement,
intensifying flavor, and building a pipeline of new products
for the future, all based on the unique Popeyes flavor 
customers crave. 

For Popeyes, maximizing choices goes beyond new menu
items. It extends to how consumers make those choices at
the restaurant. In 2005, we made it easier for Popeyes cus-
tomers to order their favorite combinations by rolling out a
completely revamped menu board. The new design places
a greater emphasis on combo meals, providing value
for the customer and significantly improving the
speed of service and overall restaurant experience.
In addition, by putting greater focus on combo
meals, the new boards are designed to increase
beverage sales, which have a significant impact
on restaurant profitability.

Clearly, focusing on our unique flavor profile and 
superiority allows for greater innovation, a 
wider variety of choices, and more reasons
for customers to visit our restaurants.
Our bottom line: maximizing choices
maximizes profits which maximizes
returns for all stakeholders.

Curb appeal is an essential part of a restaurant’s 
success. When faced with a choice, consumers are
much more likely to dine at an attractive restaurant
that appears clean and inviting. But, since the cost of
re-imaging is always a concern, we found ways to
cut the cost while maintaining the heritage and the
attractiveness of the re-imaged restaurant facility. The
result: franchisees did twice as many re-images in
2005 than in 2004. We think that’s an excellent sign
that franchisees are reinvigorated about the brand.

Restaurant re-imaging:
it’s all about looking good.
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It seems like whenever a new Popeyes restaurant opens,
excitement follows (see the sidebar, for a recent example).
And it’s easy to see why: nobody else offers Popeyes combina-
tion of flavors and choices—even for restaurant development.

Fulfilling needs and providing resources
The year 2005 was a solid one for Popeyes Development.
We are attracting new franchisees to the brand and stimu-
lating growth from existing franchisees for a number
of reasons. First, they know Popeyes offers a unique menu
and flavor profile that customers love. 

Second, they know that we are more committed than ever to
their success and the success of the entire system and are
implementing the steps necessary to fulfill that commitment. 

Third, our Development team worked to reduce new
restaurant and re-imaging costs, which provided greater
incentive to develop new restaurants and re-image existing
units. We saw a solid increase in re-imaged restaurants in
2005 and we anticipate a continuation of that trend in 2006
as we push toward a goal of having all restaurants in the
system re-imaged by 2008. 

Fourth, and probably most important, was the transition
from a centralized support model to one in which opera-
tions, development, and field marketing people live and
work in the markets they support. This new model enables

our field-based team members to form closer rela-
tionships with franchisees and have greater
insight and knowledge of the market, cus-
tomer base, and franchisee needs and

issues. For the development team, this new
structure fosters better relationships with
developers and brokers in the area, improving
the development process. Decentralization sig-
nificantly improved our franchisee support sys-
tem and was instrumental in our ability to
attract many new quality franchisees in 2005—
and is why we expect the trend to continue
in 2006.

Maximizing  Development
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Maximizing choices for franchisees
Just as we pride ourselves on maximizing choices for
customers, we do the same thing for our franchisees. We
call it a “menu of venues,” and it simply means that we help
franchisees capitalize on opportunities in a variety of markets
by enabling them to develop different types of restaurants
for different locations. 

In addition to the traditional standalone Popeyes restaurant,
operators can open smaller walk-up locations, which are
ideal for urban settings where space is tight, or they can
develop a drive-through only location or add a drive-through
to an existing standalone unit. Other restaurant options
include an in-line format for a strip mall and institutional
versions of Popeyes for locations such as hospitals,
malls, and food courts.

Popeyes “menu of venues” is key to ensuring
continued growth of the system and penetra-
tion of the brand domestically and
internationally. For fran-
chisees to continue to
develop and grow, we
must provide options
so that they can build
the right building type in
the right location at the
right cost. 

Maximizing development
maximizes profits
It’s a simple equation: reducing
development costs maximizes
the bottom line. Good market
planning—choosing the best sites—
maximizes the top line.

So the emphasis in development at Popeyes is maximizing
new location opportunities, maximizing franchisee invest-
ment opportunities, and maximizing convenience to the
customer by being where they already live, work, and
play. That kind of convenience means customers will
probably come more often.  

It’s all designed to make Popeyes attractive to consumers
by making Popeyes attractive to franchisees.

In December 2005, a Popeyes franchisee opened 
a new location in Des Moines, Iowa. Even he was
stunned by the response. According to the Des
Moines Register, “From joining the end of the line
to leaving with your bag of chicken took three
hours. The line for the dining room was 21/2 hours.”
Now that’s a hot QSR concept.

A three-hour wait for chicken? 
Sure, if it’s Popeyes chicken.

g  Development



(Dollars in millions, except per common share data) 2005 2004 2003

Franchise revenues $ 77.5 $ 72.8 $ 70.8
Total revenues(2) $ 143.4 $ 163.9 $ 161.5
Loss before discontinued operations and 

accounting change $ (8.4) $ (14.3) $ (14.5)
Net income (loss)(3) $ 149.6 $ 24.6 $ (9.1)
Diluted earnings per common share:

Net income (loss)(4) $ 5.14 $ 0.87 $ (0.33)

System-wide sales increase from prior year(5) 4.8% 4.5% 3.6%
Domestic system-wide same-store sales growth 3.3% 1.3% (2.6)%
Restaurant openings 123 109 177
Total units 1,828 1,825 1,806

(1) The information presented in the table relates to AFC’s continuing operations with the exception of net income (loss) and diluted earnings
per common share. The Company sold Church’s Chicken and Cinnabon in 2004, and Seattle Coffee Company in 2003 and accordingly,
results of those operations have been excluded from the above statistics. Refer to AFC’s Consolidated Financial Statements and
Management’s Discussion & Analysis of Financial Condition and Results of Operations in the attached Annual Report on Form 10-K for
additional information concerning financial performance.

(2) Total revenues for 2005 and 2004 included approximately $2.7 million and $12.6 million, respectively, in sales related to Popeyes fran-
chisees that were consolidated as part of AFC’s adoption of FIN 46R.

(3) Discontinued operations provided after-tax income of $158.0 million during 2005 (all of which was associated with a gain on the sale of
Church’s Chicken) and provided after-tax income of $39.1 million in 2004 (principally related to the gain on the sale of Cinnabon and
Church’s Chicken operating results).

(4) Weighted average common shares for the computation of diluted earnings per common share were 29.1 million, 28.1 million, and 27.8
million for 2005, 2004, and 2003, respectively. For all three years presented, potentially dilutive employee stock options were excluded
from the computation of dilutive earnings per share due to the anti-dilutive effect they would have on “loss before discontinued opera-
tions and accounting change.”

(5) System-wide sales increase calculates combined sales of all restaurants that we operate or franchise. Information for franchised units is
provided by our franchisees.  System-wide sales are unaudited. 

Financial Highlights (Continuing Operations) 
& Key Operational Metrics(1)

Maximizing Returns

8



Certain statements in this release, and other written or oral
statements made by or on behalf of AFC or its brand are “forward-
looking statements” within the meaning of the federal securities
laws. Statements regarding future events and developments and our
future performance, as well as management’s current expecta-
tions, beliefs, plans, estimates or projections relating to the future,
are forward-looking statements within the meaning of these laws.
These forward-looking statements are subject to a number of risks
and uncertainties. Among the important factors that could cause
actual results to differ materially from those indicated by such forward-
looking statements are: competition from other restaurant concepts
and food retailers, the loss of franchisees and other business partners,
labor shortages or increased labor costs, increased costs of our
principal food products, changes in consumer preferences and
demographic trends, as well as concerns about health or food quality,
instances of avian flu or other food-borne illnesses, the need to
continue to improve our internal controls, adverse effects on opera-
tions from Hurricane Katrina, the Company’s ability to recover related

losses from its insurers and the economic impact on consumer
spending in markets affected by Katrina, the loss of senior manage-
ment and the inability to attract and retain additional qualified
management personnel, limitations on our business under our 2005
Credit Facility, failure of our franchisees, a decline in the number of
franchised units, a decline in our ability to franchise new units,
slowed expansion into new markets, unexpected and adverse
fluctuations in quarterly results, increased government regulation,
adverse effects of regulatory actions arising in connection with the
restatement of our previously issued financial statements, effects of
increased gasoline prices, general economic conditions, supply and
delivery shortages or interruptions, currency, economic and political
factors that affect our international operations, inadequate protection
of our intellectual property and liabilities for environmental contami-
nation and the other risk factors detailed in our 2005 Annual Report
on Form 10-K and other documents we file with the Securities and
Exchange Commission. Therefore, you should not place undue
reliance on any forward-looking statements.

Cautionary Note Regarding Forward-Looking Statements 
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