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FORWARD-LOOKING STATEMENTS

Certain statements in this report are forward-logkiThose statements reflect our current views veiipect to our business, future events,
financial performance, and our industry in geneBgdtements that include the words such as “exXpgéuend,” “plan,” “believe,” “project,”
“forecast,” “estimate,” “may,” “should,” and “anijgate” may be forward-looking. We base forward-lmakstatements on history, experience,
expectations, and projections. Forward-lookingestatnts address matters that involve risks and taictes. We caution you therefore not to
place undue reliance on forward-looking statemafis. make no guarantees regarding outcomes, anchassuobligations to update the
forward-looking statements herein, except purst@mtaw. A non-exhaustive list of factors that cooltlise outcomes to differ materially from
our expectations includes:

" ow ” o«

» the adverse impact of economic conditions an(Qwperating results and financial condition), &bility to comply with the terms and
covenants of our debt agreements, and (iii) abititpay or refinance our existing debt or to obtdditional financing

» vulnerability to changes in consumer preferencesesmonomic condition:

» vulnerability to conditions in the greater Los Alegearea

» ability to open new restaurants in new and existiragkets, including difficulty in finding sites aiid negotiating acceptable leas
» delayed or cancelled future restaurant openi

» restaurant closures, due to financial performamagterwise

e increases in chicken and other input cc

e negative publicity, whether or not vali

» concerns about food safety and quality and abad-borne iliness, particularly avian fl

» dependence on frequent and timely deliveries ofl fmed supplies

e problems with our primary distributc

e our history of net losses, including the possipitif future net losse:

« our ability to service our substantial level of édedness

» our ability to compete successfully with other dg-service and fast casual restaura

» underperformance of new menu items, advertisingoeégms, and restaurant designs and remodel
» our reliance on our franchisees, who may incunfaia hardships, lose access to credit, closeuestés, or declare bankruptc
» our limited control over our franchiset

» potential liability for franchisee act

» ability to protect our name and logo and other gedpry intellectual property

» loss of the abilities, experience, and knowledgeusfent directors and officer

e matters relating to employment and labor la

e impact from litigation such as wage and hour ckgon lawsuits

» labor shortages and increased labor ci

* our ability and the ability of our franchisees émew leases at the ends of their tel

» impact from federal, state, and local reguladicelating to preparation and sale of food, zomingd building codes, and employee,
environmental, and other matte
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» impact from our income tax receivable agreemem"“TRA"),
» conflicts of interest with our majority stockholde

« that we are considered a “controlled compathgt we are thereby exempt from certain corporateemance rules primarily related to
board independence, and that we intend to use somlkof those exemption

» that El Pollo Loco Holdings, Inc., is a holding coamy with no operations that relies on its opegpsinbsidiaries to provide it with func
« timing of our emerging growth company eligibilitpder the Jumpstart Our Business Startups Act o2 Zoiie“ JOBS Ac”),
» changes in accounting standards,

» other risks described under Risk Facti
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PART |

Unless otherwise specified, or the context othexweégjuires, terms “El Pollo Loco, us,” and “our”

mean El Pollo Loco Holdings, Inc. (“Holdings”), tetier with its subsidiaries.

the Companygut company,” “we,

ITEM 1. BUSINESS
Our Company

El Pollo Loco is a differentiated and growing restmt concept that specializes in fire-grillinge#-marinated chicken in front of our
customers, operating in the limited service restauf‘LSR”) segment. We believe that we offer thulity of food and dining experience
typical of fast casual restaurants while providing speed, convenience, and value typical of icadit quick-service restaurants (“QSRs”), a
combination that we call “QSR+" and that providegatue-oriented fast casual dining experience. dstinctive menu features our signature
product—citrus-marinated fire-grilled chicken—andaaiety of Mexican-inspired entrees that we crdaim our chicken. Every day in every
restaurant, we marinate and fire-grill our chickeer open flames, and hand-slice whole tomatoex;aalos, serrano peppers, and cilantro to
make our salsas, guacamole, and cilantro dresBimgsscratch. The open design of our kitchens revear Mexican-inspired cooking process
and allows our customers to watch our grill massed team members fire-grill and hand-cut our digmeachicken, as well as make burritos,
salads, tostadas, bowls, stuffed quesadillas, hictten entrees.

We offer our customers healthier alternativesaditional food on the go, served by our engagiagtenembers in a colorful, bright, and
contemporary restaurant environment. We serve itdal and family-sized chicken meals, a varietyviexican-inspired entrees, sides, and,
throughout the year, on a limited-time basis, aléwe proteins like shrimp, carnitas, and beef €nirees include favorites such as our
Poblano Avocado Burrito, Under 500 Calorie Mangdl&t Tostada, Ultimate Pollo Bowl, Baja Shrimp Ba¢cand Chicken, Bacon &
Guacamole Stuffed Quesadilla. Our freshly-prepasdsias and dressings are prepared daily, allowingustomers to create their favorite
flavor profiles to enhance their culinary experien©ur distinctive menu with healthier alternatiagpeals to consumers across a wide variet)
of socio-economic backgrounds and drives our baldmomposition of sales throughout the day (ouy-plart mix”), including at lunch and
dinner.

El Pollo Loco is Spanish for “The Crazy Chicken.'@Wpened our first location on Alvarado Street @s IAngeles, California, in 1980, and
have grown our restaurant system to 415 restayreongprised of 172 company-operated and 243 fraedhiestaurants as of December 31,
2014. Our restaurants are located in Californiazéra, Nevada, Texas, and Utah. Our typical reatdus a free-standing building with drive-
thru service that ranges in size from 2,200 to @ $fuare feet with seating for approximately 70pbeo

Our Industry

The restaurant industry is divided into two segreefulil service and limited service. Full servisscomprised of the casual dining, mid-scale,
and fine dining sub-segments. Limited service impgosed of the QSR and fast casual sub-segmenRs @ traditional fast food restaurants
with average check sizes of $3.00 to $8.00. Famtalas a limited or self-service format with avggacheck sizes of $8.00 to $12.00 that offers
food prepared to order within a generally more afisand developed establishment.

We operate within the broader LSR segment, andelieve that we offer the food and dining experieota fast casual restaurant and the
speed, value, and convenience of a QSR. We bdle@ur value-oriented fast casual positioning bégns with fast casual restaurants
because we believe that we offer the method ofgretipn, quality of food, and dining experienceitgp of fast casual restaurants. We believe
that our differentiated menu, colorful, bright, asmhtemporary restaurant environments, and conmelteations position us to compete
successfully against other fast casual and QSRegsicproviding us with a large addressable market.

3



Table of Contents

We believe that we are also well-positioned to fiefrem a number of culinary and demographic treimdthe United States. We expect that
the trend towards healthier eating will attract aratease consumer demand for fresh and hand-gejishes, leading to a positive impact on
our sales. Furthermore, as indicated by recent duigivth in the Mexican restaurant segment, we ebqoelzenefit from increased acceptance o
Mexican food in the United States in the generalkeia Finally, we also anticipate benefits from tomtinued growth of the Hispanic
population in the United States, which, accordm¢he U.S. Census Bureau, has grown from 50.5anillieople in 2009 to 53 million people
2012, and is projected to reach 78.7 million in@0Bhe growth of the Hispanic population is expddteoutpace overall population growth,
and the Hispanic population as a percentage abtaéU.S. population is expected to increase fid8% in 2011 to 21.9% by 2030.

Our Competitive Strengths

We believe that the following strengths differetdgias from our competitors and serve as the foima&ir our continued growth:

“Loco-ly” Differentiated Restaurant Concept with @d Appeal We believe that our food, served in colorfulghti and contemporary
restaurant environments at reasonable prices i@usits well to satisfy the needs of a large segmitime-pressured mainstream food
enthusiasts who seek real food, real fast, andastonable prices. We provide our customers witlopip@rtunity to enjoy citrus-marinated fire-
grilled chicken and Mexican-inspired entrees canitay distinctive ingredients such as avocados, msngnd Serrano peppers at price points
that appeal to a broad consumer base. Our pertpspend of approximately $6.04 in fiscal 2014 impetitive not only within the fast casual
segment, but also within the QSR segment. We peemar entrees to order in approximately four miswtad allow our customers the optior
create their favorite flavor profiles using ourdindy-prepared salsas before they enjoy their nieasr dining rooms or take their meals to go
from the counter or the drive-thru. We also belithegt our concept, which integrates the compleadtgreating real food in real kitchens with
the speed of our service model and the skill oftrained and certified Grill Masters, provides pelaof competitive insulation around our
restaurant model. Based on an external researohti@pd a customer satisfaction survey, we belieaeour positioning appeals to a broad
customer base, and that our brand crosses ovéidread age, ethnic, and income demographics, gidonsumers the best of both the fast
casual and QSR segments. Our differentiated QSRitigmung sources traffic from both dining segmesmsl as a result continues to fuel our
organic transaction growth.

Mexicar-Inspired, Fresh-Made “Crazy You Can Taste” Fireilad Chicken and EntreesOur signature product is our chicken, marinatét
a proprietary recipe of citrus juice, garlic, apices, which serves as the foundation of our dititie menu of flavorful bone-in chicken meals
and Mexican-inspired entrees. With menu items sischur Chicken Avocado Burrito, Chicken Tostada&aPollo Bowl®, and Chicken
Avocado Stuffed Quesadilla, we believe that werafig customers a healthier alternative to traddidood on-the-go. Our entrees are
prepared using fresh ingredients with recipes nespby Mexican cuisine. The majority of our meranis are made from scratch, including out
bone-in chicken and chicken breasts, rice, saigemamole, and cilantro dressing, meaning that aleerthem without pre-prepared
ingredients. These items start with our chickenictvlis marinated in our restaurants daily. Fronréheur Grill Masters fire-grill and hand-
chop our chicken, forming the foundation for outreas. To complement our entrees, our team mensheesand chop whole tomatoes,
avocados, serrano peppers, and cilantro to createatsas, guacamole, and cilantro dressings.ditiaal, our rice is seasoned, and simmere
our restaurants daily. Our salsas and dressingpleoment our recipes and allow our customers to reéheir culinary experience with
customized flavor profiles.

Our strategic approach to menu design has resinl@dhalanced menu with broad appeal, as demoedtbgt our balanced day-part mix. Our
bone-in chicken meals and Mexican-inspired enta@esunted for 46% and 54% of our company-opera@sthurant sales, respectively, in
fiscal 2014. Our individual and family-sized chickeeals appeal to customers looking to dine atedb&urant or take out during dinner time,
while our more-portable Mexican-inspired entreesndtraffic from customers at lunch time or for demoon snack, enabling us to generate
sales almost equally between lunch and dinner. Blleve that our family-sized chicken meals prowade
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healthier and convenient alternative for motheid families looking to solve the “dinnertime dilem@d providing their families with high-
quality meals without investing significant timeraoney. In fiscal 2014, approximately 28% of oumgany-operated sales were generated
from family-sized meals.

Inviting Experience That Welcomes Our Custon. We believe that our new Hacienda restaurant desigates an inviting restaurant
environment. The exteriors of our restaurants feadusignature grill architectural element thanfaices our core brand, and our interiors
feature large, open kitchens that allow custom®kgatch our grill masters prepare our fire-grillddcken. Our restaurants also feature
complimentary self-serve salsa bars that are |dcat¢he fronts of our restaurants for added coievee. The salsa bars invite customers to
customize their meals with several salsas pregaest every day. Our colorful and contemporarymniooms include comfortable booths :
chairs, while large windows and soft lighting Bllir restaurants with light and warmth. Our custanaee responding positively to our new
Hacienda design, as comparable restaurant salesizreased on average an additional 3% at remadimtations. As of December 31, 2014,
we have remodeled over 50% of our restaurant syatethrexpect to have completed the remodeling prodma2018.

We believe that the atmosphere and quality of serthat we provide to our customers encouragesatests and brand advocacy and drives
increased sales. Our team members are trainedyamerwith our customers in a genuine way to prosigersonalized experience, and striv
make each experience in our restaurant betterttiealast.

Well-Developed Operations Infrastructure that Altofer Real-time Control, Fast Feedback, and Innmrat We believe that satisfying our
customers’ dining needs is the foundation for aisihess, and we have a well-developed operati@i®ph that allows us to measure our
performance in meeting and exceeding those needaitlize a state-of-the-art operations dashbdaatiaggregates real-time, restaurant-leve
information for nearly every aspect of our busind$se dashboard provides corporate and field managg as well as restaurant-level
operators, with insight into how we are performbagh from the customer’s perspective and also tiindhe eyes of experienced internal
auditors. To put the metrics into perspective, veeable to measure current performance againshbears derived from a broad selection of
fast casual and QSR brands. At the restaurant, leselise sophisticated technology to constantlyitnokey operational data regarding sales
performance, speed-of-service metrics, and foodamat cost controls. The intelligence providedadoy operations infrastructure allows both
our company-operated and our franchised restaaranagers to make rapid and objective decisionsaiatain our standards for food and
service.

Developing High Average Unit Volume'AUVs”) and Strong Unit Economics One Chicken afiene.We believe that our differentiated QS
positioning drives restaurant operating results @ha competitive with other leading restaurantoeqts in both the fast casual and QSR
industry segments. We believe that our restaurawulelis designed to generate strong cash flow,istam restaurant-level financial results,
and high returns on invested capital. In fiscal£0dur company-operated restaurants generatedgevarmual sales per restaurant of
approximately $1.9 million and restaurant-leveltcimution margins of 21.9%.

Experienced Leadersh. Our senior management team has extensive opgatperience, with an average of over 20 yeargpérence each
in the restaurant industry. We are led by our Chiadcutive Officer, Steve Sather, who joined ug006 and was named CEO in January 2
Other members of the senior leadership team indladey Roberts as our Chief Financial Officer, EdIN as our Chief Marketing Officer, and
Kay Bogeajis as our Chief Operating Officer.

Our Growth Strategy

We believe that we are well-positioned to take atlvge of significant growth opportunities becauseu differentiated QSR+ positioning,
signature fire-grilled chicken, disciplined busisesodel, and strong unit
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economics. We plan to continue to expand our bssirgrive restaurant sales growth, improve margind,enhance our competitive
positioning by executing on the following strategie

Expand Our Restaurant Ba. As of December 31, 2014, we had 415 locatiorfvstates. In fiscal 2014, we opened eleven newpany-
operated and five new franchised restaurants, @815 we intend to open sixteen new company-oper@nd eleven new franchised
restaurants. Over the long term, we plan to graantiimber of El Pollo Loco restaurants by 8% to Hdtually. There is no guarantee that we
will be able to increase the number of our restatstaVe may be unsuccessful in expanding withinexisting or into new markets for a
variety of reasons, as detailed in Item 1A, “Risicters,” including competition for customers, siteanchisees, employees, licenses, and
financing.

We believe that our restaurant model is designepbteerate strong cash flow, attractive restaumrdtifinancial results, and high returns on
invested capital. Our current investment modelgtrgn average new unit cash investment of $1lbmihet of tenant allowances, an AUV
approximately $1.8 million, and a cash-on-cashrrein excess of 25% in a restaurant’s third fubhlyef operations, although there is no
guarantee that these targets will be met. Whiletrobsur growth in 2014 was derived from the expan®f our company-operated restaurant
base, we will continue to strategically develop fsanchisee relationships and grow our franchisadfglio within existing and new markets.
For example, in July and August of 2014, we ent@ntmexclusive franchise development agreementts A& Pollo, Inc., and the owners
thereof (together, “AA Pollo”), for eight restautarin the greater San Antonio area and twelve uestds in the Houston area, and, in
September 2014, we completed the sale of six coyppparated restaurants in the greater San Anton@atar@A Pollo. We view our franchit
program as an important tool for expanding our Bratiowing us to increase our restaurant penetrati

In our existing markets, where we believe that wesess strong brand awareness and a loyal followiednave identified over 325 potential
new trade areas for restaurant development. Asongrie to increase and strengthen our positiauincore markets, we also intend to exg
our presence into key, contiguous, new marketsb@ieve that a contiguous market expansion stratéjprovide us with an attractive
opportunity to leverage our brand awareness amdstrficture while increasing our geographic preseAftter thoroughly researching potential
new markets in the Southwest region, we selectadtdo, Texas, as our next new market and openedestaurants there in fiscal 2014. In
Houston, we have identified an initial 80 tradeaaréor potential restaurant development by us oframchisees over the next several years,
and we believe that there are additional developropportunities beyond this.

Increase Our Comparable Restaurant Si. Our system has experienced 14 straight quartersnoparable restaurant sales growth through ot
fiscal quarter ended December 31, 2014. We ainuild lon this momentum by increasing customer fregyeattracting new customers, and
improving per-person spend. Furthermore, we arépesitioned to benefit from shifting culinary addmographic trends in the United States.

Menu Strategy and Evolutic. We will continue to adapt our menu to createesgrthat complement our signature fire-grilled kbicand that
reinforce our differentiated QSR+ positioning. Wadibve that we have opportunities for menu innaratis we look to provide customers ir
choices through customization and limited timeral¢ive proteins, such as carne asada. In additierwill continue to tap in to the need for
healthier offerings by building on the successwfmopular “Under 500 Calorie” menu and other “befor you” products. Our marketing and
operations teams collaborate to ensure that thesitkeveloped in our test kitchen can be executedrtdigh standards in our restaurants with
the speed and value that our customers have comeézt.

Increase Brand Awareness and Consumer Engage. We engage consumers through oumi@dule product calendar which features sea:
favorites from our “Under 500 Calorie” low calomngenu for New Year's resolutions to Signature Salad®pring, and carnitas for the winter
holiday season. Our key points of differentiatise @ommunicated through our advertising campaigaZ¢ You Can Taste,” which highlights
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the lengths we go through to deliver real food tigfoout the year. We tailor our message from teil@viand direct mail, which garners broad
exposure, to our cost effective e-mail marketinggpam My Loco Rewards and social media platformnelvee engage in one-on-one
conversations to solicit new ideas and deependiagignship between our customers and our branthikMbur restaurants we continue to
engage our customers at various points along plagir to purchase to further drive our differentintiWe believe that our messaging and
communication channels work synergistically andenasulted in a 9% increase in new users and aid€%ase in lapsed users from 2012 to
2014. These new and lapsed users now account iooxémately 15% of total visits.

Hacienda Remodel Progra. In 2011, we launched our new Hacienda remodgliegram, which on average has resulted in an additi3%

of comparable restaurant sales for remodeled nesttas The redesigned Hacienda restaurants higldigtroots, while offering a more modk
feel and upscale dining experience. We and ouchigees have remodeled 214 restaurants as of Dec&hp2014. We have remodeled over
50% of our restaurant system as of the end of[f@84 and expect to have completed the remodeliagram by 2018.

Enhance Restaurant Operations and Leverage Ouasfucture Since 2011, we have increased our restaurant batith margin by 320
basis points, to 21.9% in fiscal 2014. We beliehatt tve can further improve our margins by maintajrfiscal discipline, increasing fixed-cost
leverage, and enhancing our purchasing effortscMvieently have an infrastructure that allows us andfranchisee partners to grow and
manage the productivity of each restaurant on latiraa basis. Additionally, we believe that as oestaurant base matures and AUVs increas
we will be able to leverage corporate costs anddvgmargins, as general and administrative exgegisav at slower rates than do revenues.

Site Selection and Expansion
New Restaurant Developme

We believe that we are in the early stages of conwth story and that our restaurant model is dexigo generate strong cash flow, attractive
restaurant-level financial results, and high retuwn invested capital, which we believe providevith a strong foundation for expansion. In
fiscal 2014, we opened eleven new company-operattdurants, including two in Houston, Texas, awel fiew franchised restaurants. In
fiscal 2015, we intend to open sixteen new compapgrated and eleven new franchised restaurantse Thao guarantee that we will be able
to open new company-operated or franchised resttyrar to increase the overall number of our testats. We may be unsuccessful in
expanding within existing or into new markets foraaiety of reasons described in Item 1A, “RisktBes,” including competition for
customers, sites, franchisees, employees, liceardgjnancing. Over the long term, we plan to gtbesnumber of El Pollo Loco restaurants
by 8% to 10% annually.

Our strategy for entering new markets is to leatth wompany development while recruiting and devielpfiranchisees to open new restaurant
with us during the second year of new market efthys strategy will enable us to establish a dgw@lent, operations, and marketing
infrastructure to help ensure that we maximizeammsumer proposition and support franchisees gsdai@r the market. We anticipate that
entering new markets with both company-operatedfiemthised development is the best way to establis brand, by enabling rapid scaling,
thereby driving operational and marketing efficieisc

Our expansion strategy is initially focused on ¢bathwestern region of the United States. We beltbat this market provides an attractive
opportunity to leverage our brand awareness amdstrficture. After thoroughly researching this oegiwe selected Houston, Texas, as our
next new market and opened two restaurants thdiecial 2014. In furtherance of our strategy, ingiat 2014, we entered into an exclusive
franchise development agreement with AA Pollo feelve restaurants in the Houston area. We haveifdeh80 trade areas in Houston for
potential restaurant development by us or our fies@es over the next several years and we belimtdliere are additional development
opportunities beyond this.
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Site Selection Proces

We consider the location of a restaurant to batea&lrvariable in its long-term success and asqisue devote significant effort to the
investigation and evaluation of potential restatitacations. Our ifiouse development team has over 95 years of cothbixgerience buildir
such brands as Taco Bell, McDonald’s, Starbuclksk-lathe-Box, and Wendy’s. We use a combinatioowfin-house development team and
outside real estate consultants to locate, evalaatbnegotiate new sites using various critenieluding demographic characteristics, daytime
population thresholds, and traffic patterns, alaiitly the potential visibility of, and accessibility, the restaurant. The process for selecting
locations incorporates management’s experiencegpertise and includes extensive data collectighaaralysis. Additionally, we use
information and intelligence gathered from manageis other restaurant personnel that live in or treaneighborhoods that we are
considering.

Based on our experience and results, we are clyrfectised on developing freestanding sites witliedthrus. Our restaurants perform well in
a variety of neighborhoods, which gives us gretiaibility and lowers operating risk when selegtinew restaurant locations.

We approve new restaurants only after formal re\dgwour real estate site approval committee, whichudes most of our senior managem
and we monitor restaurants’ on-going performanoasform future site selection decisions.

Restaurant Desigr

After identifying a lease site, we commence outa@snt build-out. Our typical restaurant is a fstending building with drive-thru service
that ranges in size from 2,200 to 3,000 square @@t Hacienda restaurant design creates a coldmfight, and contemporary restaurant
environment. The exteriors of our remodeled restatsrfeature a signature grill architectural elentleat reinforces the core brand, and our
interiors feature large exhibition kitchens thabal customers to watch our grill masters preparefioe-grilled chicken. Our colorful and
contemporary dining rooms, with seating for appmuatiely 70 people, include comfortable booths arairshwhile large windows and soft
lighting fill our restaurants with light and warmth

Our new restaurants are either ground-up prototgpesnversions. We estimate that each ground-igd-but of a restaurant requires an
average total cash investment of approximately $iildon, net of tenant allowances. We estimate #wch conversion requires a total cash
investment of approximately $0.9 million. On averal takes approximately 12 to 18 months from Bjesite identification to restaurant
opening. In order to maintain consistency of foad austomer service, as well as our colorful, lrighd contemporary restaurant
environment, we have set processes and timeliniedioav for all restaurant openings.

Our restaurants are constructed in approximatehydéks, and the development and construction ohewr sites is the responsibility of our
Development Department. A conversion typically sakpproximately two months to complete. Severdlestmte managers are responsible fo
locating and leasing potential restaurant sitesis@action managers are then responsible for mgldur restaurants, and several staff men
manage purchasing, budgeting, scheduling, and otteted administrative functions.

Restaurant Management and Operations
Service

We are extremely focused on customer service. Wig@provide fast, friendly service on a solid fdation of dedicated, driven team meml|
and managers. Our cashiers are trained on the iteens that we offer, and offer customers thougtgfidgestions to enhance the ordering
process. Our team members and managers are rdspdosiour dining room environment, personallyituig tables to ensure every custonser’
satisfaction and monitoring the fresh salsa barlanerage station for cleanliness and an amplelsopproducts.
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Operations

We utilize systems that are aimed at measuringbility to deliver a “best in class” experience éur customers. These systems include
customer surveys, mystery shopper scores, and -gfessavice performance trends. The operationallte$rom all of these sources are then
presented on an operations dashboard that disihlayseasures in an easy-to-read online formatthr@brate and restauraletrel manageme
and franchisees can utilize in order to identifgsgths and opportunities and to develop specifingpfor continuous performance
improvement.

We measure the execution of our system standattinveiach restaurant through our commitment toQuaility, Service & Cleanliness
(“QSC”) audit program. QSC audits are conductedaioh restaurant twice annually, or may be moraigrgibased upon restaurant
performance. Additionally, we have food safety andlity assurance programs designed to maintaihitifeest standards for the food and the
food preparation procedures that are used by lwtipany-operated and franchised restaurants. Weogragkam of quality assurance
managers and third-party auditors that performrestaurant audits.

Managers and Team Membe

Each of our restaurants typically has a generalagan an assistant manager, two to three shifelsadnd two team leaders. There are bet
15 and 35 team members who prepare our food fraihahd provide customer service. To lead oura@stint management teams, we have
area leaders, each of whom is responsible for ¢éigh® restaurants. Overseeing the area leadetkrasedirectors of operations. The vice
president of operations leads our company-operatdurants, managing both sales and profitattdityets.

We are selective in our hiring processes, aimingtaff our restaurants with team members who &adty, customer-focused, and driven to
provide high-quality products. We employ a unigppraach to selecting future team members. Our re@mbers are cross-trained in several
disciplines to maximize depth of competency anttigificy in critical restaurant functions. Our foaushiring the best possible employees ha:s
enabled us to develop a culture that breeds loyiatughout our employee base. Many team membersnamagers have been employed b
for longer than 15 years, and it is not rare taniilg team members with more than 20 years of gégio

Training

We believe that we have created a culture of coh#&arning. On the first day of employment, teaemmbers are introduced to our Standards
and Procedures Educational Card System (“SPEC&intig program, which is a comprehensive trainiregpam developed to lead team
members through the training process in easy tpfusetion-based, educational card modules. Eaaim ttember can learn at his or her own
pace, focusing on the modules that apply to hiseoiinitial role on the restaurant team.

The vast majority of our restaurant management it@bmprised of former team members who have ack@ along the El Pollo Loco fiviger
career path. Skilled team members who display lshiequalities are encouraged to enter the teadeletraining program. Successive steps
along the management path add increasing levelatgfand responsibility. Each stage in the managéeth requires increased training
periods, culminating in the general manager trgirocess, which is comprised of seven weeks ehsive classroom and hanaois-raining ir
a certified training restaurant.

Grill Masters

Our reputation is built on our signature productredi-grilled chicken marinated in citrus and garliehich is grilled and hand-cut to order by
our Grill Masters. Accordingly, we staff each ofr@astaurants with three to four highly-trainedllGviasters who share our commitment to
high-quality food. We provide each Grill Master ihtensive grilling training, and place them irr apen kitchens, where our customers can
watch them create our signature products.



Table of Contents

Franchise Program
Overview

We use a franchising strategy to increase newurstagrowth in certain markets, leveraging the emship of entrepreneurs with specific lo
market expertise, and requiring a relatively mirigspital commitment by us. As of December 31, 2Qthidre were a total of 243 franchised
restaurants. Franchisees range in size from sheglaurant operators to the largest franchiseeghwdnivned 59 restaurants as of December 31
2014. Our existing franchise base consists of nsuegessful, longstanding, multi-unit restaurantrafmes. As of December 31, 2014,
approximately 80% of franchised restaurants wereem\and operated by franchisees that had beeruwiltr over 20 years.

We believe that the franchise revenue generated fnar franchise base has historically served amportant source of stable and recurring
cash flows to us, and we accordingly plan to expaurdbase of franchised restaurants. In existindkeis, we encourage growth from current
franchisees. In our expansion markets, we seelyhgghalified and experienced new franchisees foltinunit development opportunities. We
seek franchisees of successful, non-competitivedzraperating in our expansion markets. Througiiegic networking and participation in
select franchise conferences, we aim to identiflyi-qualified prospects. Additionally, we marketrdranchise opportunities with printed
brochures and a website franchising section.

Franchise Owner Support

We believe that creating a foundation of initialam-going support is important for future succéssh for our franchisees and for our brand.
Therefore, we have structured our corporate ghafigrams, and communication systems to ensurevbhatre delivering higlouality support tc
our franchisees.

We have a mandatory training program that was desigo ensure that our franchise owners and theragers are equipped with the
knowledge and skills necessary for success. Thgrgno consists of hands-on training in the operadioth management of an El Pollo Loco
restaurant. Training is conducted by a generatittgimanager who has been certified by us for itnginnstructional materials for the initial
training program include our operations manual SRECS crew-training system, wall charts, job aiesipe books, product build cards,
management training materials, a ServSafe foodyshé®k, videos, and other materials that we magter from time to time. Training must be
successfully completed before a trainee can bgresito a restaurant as a manager.

We also provide numerous opportunities for commation and shared feedback between us and franahisers. Currently, we hold a
franchise business update for all franchisees eamtth, which includes multi-functional Company reggntation and executive attendance.
Quarterly, we meet with our Franchise LeadershignT@nd Marketing Advisory Committee to share idmad resolve issues. Annually, we
hold a conference for our franchisees, vendorscantpany leaders, to celebrate our shared succelisesss best practices, and set the cour:
for the following year.

Marketing and Advertising

We promote our restaurants and products throughi@azy You Can Taste” advertising campaign. Thagaign aims to deliver our message
of going to whatever lengths necessary to delikestf and healthier product offerings. The campaigphasizes our points of differentiation,
from our fresh ingredients and scratch preparatimithe cooking of our citrus-marinated chickenopen fire grills in full view in our kitchens.

We use multiple marketing channels, including tisiiew, to broadly drive brand awareness and pueshasour featured products, every five
weeks. We advertise on local network and cablei#te in our primary markets, and utilize heaweable schedules for some of our less-
developed markets. We complement these methodswébt mail and with our My Loco Rewards e-mailrketing program, which allows us
to reach more than
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208,000 members. My Loco Rewards is our e-club amog The program offers every member who joinsrapgtionentary order of our
handmade guacamole and chips. We engage membersnads featuring news of promotional offers, memtewards, and product previews.
Members are offered complimentary two-piece meatsstada salads during their birthday months. Mgd.Rewards also allows members to
voice their opinions through surveys that providemith information that helps us define future prodconcepts. In addition, we use our
database to survey and solicit new product ideas;hnallows us to create a comprehensive proddendar that extends forward 18 months.

Through our public relations efforts, we engageaht# food editors and bloggers on a range of tapitelp promote our products. In addition,
we engage in one-on-one conversations using agiortdf social media platforms, including Facebodwitter, and Instagram. We also use
social media as a research and customer servitetwbapply insights gained to future marketinigms.

We created El Pollo Loco Charities, a non-profiarity, to support the communities surrounding @astaurants. El Pollo Loco Charities has
provided over 10,000 meals per year to underpgeitefamilies, through organizations like South Qguood Outreach, Habitat for Human
Children’s Institute, and Court Appointed SpecialvAcates (“CASA”).

Purchasing and Distribution

Maintaining a high degree of quality in our restais depends in part on our ability to acquiretfiegredients, and other necessary supplies
that meet our specifications, from reliable suppgli&Ve regularly inspect our vendors to ensureghaducts purchased conform to our
standards and that prices offered are competifileehave a quality assurance team that performs i@rapsive supplier audits on a frequency
schedule based on the potential food safety riskdch product. We contract with MBM Corporationr(&primary distributor”), a major
foodservice distributor, for substantially all afrdood and supplies, including the poultry that mstaurants receive from suppliers. Our
primary distributor delivers supplies to most of oestaurants three times per week. Our distribrglationship with our primary distributor h
been in place since 1997. Our restaurants in TemddJtah utilize regional distributors. Our frarsges are required to use our primary
distributor or an approved regional distributord dranchisees must purchase food and supplies dmgproved suppliers. In our normal course
of business, we evaluate bids from multiple supglfer various products. Poultry is our largestduct cost item and represented
approximately 40% of our total food and paper céstdiscal 2014. Fluctuations in supply and ingercan significantly impact our restaurant
service and profit performance. We actively manezag volatility for poultry by negotiating with miple suppliers and entering into what we
believe are the most favorable contract terms gassting market conditions. In the past, we havered into contracts ranging from two
months to three years, depending on current anelogag market conditions. We currently source pgifom four suppliers, with two
accounting for approximately 86% of our plannedcpases for fiscal 2015. We have entered into fpede contracts with our poultry
suppliers through the end of 2015.

Intellectual Property

We have registered El Pollo Lo€q Pollo Bowl®, The Crazy Chickefi, and certain other names used by our restaurarntadgemarks or
service marks with the U.S. Patent and Trademafic®fthe “PTO"), and EIl Pollo Loc8in approximately 42 foreign countries. Our current
brand campaign, Crazy You Can Taste™, has alsodqgmoved for registration with the PTO. In additithe El Pollo Loco logo, website
name and address, and Facebook and Twitter accaentir intellectual property. Our policy is targue and maintain registration of service
marks and trademarks in those countries where éssisirategy requires us to do so, and to oppgseouisly any infringement or dilution of
the service marks or trademarks in those countigsmaintain the recipe for our chicken marinadewell as certain proprietary standards,
specifications, and operating procedures, as sadeets or as confidential proprietary information.
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Competition

We operate in the restaurant industry, which isilyigompetitive and fragmented. The number, sind, sirength of competitors varies by
region. Our competition includes a variety of Idgalwned restaurants and national and regionainshttiat offer dine-in, carry-out, and
delivery services. Our competition from the broagesspective includes restaurants, pizza panbansyenience food stores, delicatessens,
supermarkets, and club stores. There are no signifidirect competitors with respect to menus fésatiure marinated, fire-grilled chicken.
However, we indirectly compete with fast casuataesants, including Chipotle, Panera, Qdoba, Rebiahd Taco Cabana, among others, anc
with chicken-specialty QSRs and Mexican QSRs, sisc@hick-fil-A, Church’s Chicken, KFC, Popeyes Lsiana Kitchen, and Taco Bell,
among others.

We believe that competition within the fast cagestaurant segment is based primarily on ambigiréee, taste, quality, and freshness of ir
items, as well as on the convenience of drive-ffenvice. We also believe that QSR competition setgprimarily on quality, taste, speed of
service, value, brand recognition, restaurant lonatnd customer service. In addition, we compeétie franchisors of other restaurant conc
for prospective franchisees.

Environmental Matters

Our operations are also subject to federal, staet Jocal laws and regulations relating to envirental protection, including regulation of
discharges into the air and water, storage anad@mf waste, and clearp of contaminated soil and groundwater. Underoterifederal, stat
and local laws, an owner or operator of real prgperay be liable for the cost of removal or remédiaof hazardous or toxic substances or
or emanating from that property. Such liability mMzg/imposed without regard to whether the ownepearator knew of, or was responsible
the presence of such hazardous or toxic substances.

Certain of our properties may be located on shaswe know or suspect have been used by prior ®eperators as retail gas stations. !
properties previously contained underground stotagks (“USTs"),and while we are not aware of any sites with USRsaining, it is possib
that some of these properties may currently corghandoned underground storage tanks. We are afveomtamination from a release of
hazardous materials by a previous owner at twaiobaned properties and one of our leased propgeifie do not believe that we have
contributed to the contamination at any of thesperties. The appropriate state agencies haverm#ied, and these issues are being handle
without disruption to our business. It is possithlat petroleum products and other contaminantsmaag been released at other properties intt
the soil or groundwater. Under applicable fedenal state environmental laws, we, as the curreneownoperator of these sites, may be
jointly and severally liable for the costs of intigation and remediation for any contamination haligh we lease most of our properties,
when we own, we obtain certain assurances fronprilee owner or often obtain indemnity agreementsrfithird parties, we cannot assure you
that we will not be liable for environmental coridiits relating to our prior, existing, or future tagrants or restaurant sites. If we were found
liable for the cost of remediation of contaminatainor emanating from, any of our properties, aperating expenses would likely increase
our operating results would likely be materiallydadversely affected.

Since 2000, we have obtained “Phase One” envirotahezports for new restaurants. Where warrantedphtain updated reports, and, if
necessary, in rare cases, we obtain “Phase Two'ttep/Ne have not conducted a comprehensive emaigatal review of all of our properties
or operations. No assurance can be given that we idantified all of the potential environmentaltilities at our properties or that such
liabilities will not have a material adverse effect our financial condition.

Regulation and Compliance

We are subject to extensive federal, state, aral mvernment regulations, including those relatmgamong other things, public health and
safety, zoning and fire codes, and franchisingluFes to obtain or retain food or
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other licenses and registrations, or exemptiongtbewould adversely affect the operations ofaestnts. Although we have not experienced,
and do not anticipate, any significant problemebiaining required licenses, permits, or approwaiy, difficulties, delays, or failures in
obtaining such licenses, permits, registrationspgxions, or approvals could delay or prevent ienang of, or adversely impact the viability
of, a restaurant in a particular area.

The development and construction of additionalawsints will be subject to compliance with applieatoning, land use and environmental
regulations. We believe that federal and staterenwental regulations have not had a material effe@perations, but more stringent and
varied requirements of local government bodies wapect to zoning, land use, and environmentébfacould delay construction and
increase development costs for new restaurants.

We are also subject to the Fair Labor StandardstAetimmigration Reform and Control Act of 1986davarious federal and state laws
governing such matters as minimum wages, overtimemployment tax rates, worker®mpensation rates, citizenship requirements, #mef
working requirements and conditions. A significpottion of our hourly staff is paid at rates cotesi$ with the applicable federal or state
minimum wage and, accordingly, increases in thdiegdge minimum wage will increase our labor co¥tke are also subject to the Americans
With Disabilities Act, which prohibits discriminatn on the basis of disability in public accommoadiasi and employment, and which may
require us to design or modify our restaurants ai@reasonable accommodations for disabled indasdu

For a discussion of the various regulatory and diamge risks that we face, see Item 1A, “Risk Fexto

Management Information Systems

All of our company-operated and franchised restatsrase computerized point-of-sale and back-ofictems, which we believe can scale to
support our long-term growth plans. Our point-ofessystem provides a touch-screen interface amdjiated, high-speed credit card and gift
card processing. Our point-of-sale system is usealtlect daily transaction data, which provide#ydsales and product mix information that
we actively analyze.

Our in-restaurant back-office computer system sEgieed to assist in the management of our resttuasml to provide labor and food cost
management tools. The system also provides combestdquarters and restaurant operations managgmektaccess to detailed business
data, and reduces the time spent by restaurantgeesian administrative needs. The system furthmriges sales, bank deposit, and variance
data to our accounting department on a daily basiscompany-operated restaurants, we use thigaaenerate weekly consolidated reports
regarding sales and other key measures, as weteiminary weekly profit and loss statements facke location, with final reports following
the end of each period.

Employees

As of December 31, 2014, we had approximately 4g@8ployees, of whom approximately 4,545 were horgsgaurant employees comprised
of 3,882 crewmembers, 192 general managers, 182agsmanagers, 241 shift leaders, and 38 empdoiydanited-time roles as acting
managers or as managers in training. The remaiM2gemployees were corporate and office persohlwele of our employees are part of a
collective bargaining agreement, and we believedharelationships with our employees are sattsfgc

Seasonality

Seasonal factors and the timing of holidays causeevenue to fluctuate from quarter to quartern @wenue per restaurant is typically lower
in the first and fourth quarters due to reducedidanand December traffic and higher in the seamithird quarters. As a result of
seasonality, our quarterly and annual results efatons and key performance indicators such apaogrestaurant revenue and comparable
restaurant sales may fluctuate.
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Available Information

We make available free of charge on our Interndisite our annual reports on Form 10-K, quarterporées on Form 10-Q, current reports on
Form 8-K, and amendments to those reports filedmished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as
amended (the “Exchange Act}g U.S.C. 78m(a) or 780(d)), as soon as reasomahbticable after we electronically file such matkwith, or
furnish it to, the Securities and Exchange Comnis$iSEC”). Our Internet address is www.elpollolamam. The contents of our Internet

website are not part of this annual report, anchaténcorporated by reference. Our Internet addiegrovided as an inactive textual reference
only.

The public may read and copy any materials thafileevith the SEC at the SEC’s Public Reference iRa@d 100 F Street, NE., Washington,
DC 20549. The public may obtain information on tiperation of the Public Reference Room by calllmg $EC at 1-800-SEC-0330. The SEC
maintains an Internet site that contains reportsqypand information statements, and other inforomategarding issuers that file electronically
with the SEC, at http://www.sec.gov.
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ITEM 1A. RISK FACTORS

You should carefully consider the following risktfas, as well as other information contained istlieport, including our financial statements
and the notes related to those statements. Thereowme of any of the following risks could matesiadnd adversely affect our business,
prospects, financial condition, results of operapand cash flow

Risks Related to Our Business and Industry
A prolonged economic downturn could materially affieus in the future.

The restaurant industry is dependent upon consdiseretionary spending. A prolonged economic downtr an economic recession could
impact the public’s ability and desire to spendcBtionary dollars as a result of job losses, héoneclosures, significantly-reduced home
values, investment losses, bankruptcies, and relduoeess to credit, which could result in loweelswf customer traffic and lower average
check sizes in our restaurants. If the economy rapees another significant decline, our businessjlts of operations, and ability to comply
with the terms of our secured revolving credit liaccould be materially and adversely affected] are and our franchisees might decelerate
the number and timing of new restaurant openingseiibration in customer traffic or a reductioraiverage check size would negatively
impact our revenues and our profitability and caalsult in further reductions in staff levels, addial impairment charges, and potential
restaurant closures.

We are vulnerable to changes in consumer preferemaad economic conditions that could harm our buess, financial condition, results
operations, and cash flow.

Food service businesses depend on consumer dis@astispending and are often affected by changesrisumer tastes, national, regional,
and local economic conditions, and demographiaigseRactors such as traffic patterns, weather,dtieés, local demographics, and the type,
number, and locations of competing restaurants axagrsely affect the performances of individuabltians. In addition, economic downtur
inflation, or increased food or energy costs cdddn the restaurant industry in general and owations in particular. Adverse changes in any
of these factors could reduce consumer traffiargrase practical limits on pricing that could harar business, financial condition, results of
operations, and cash flow. There can be no asseitaat consumers will continue to regard chickesedeor Mexican-inspired food favorably
or that we will be able to develop new products #ppeal to consumer preferences. Our businessydial condition, and results of operations
depend in part on our ability to anticipate, idBntand respond to changing consumer preferenageesnomic conditions.

Our business is geographically concentrated in teater Los Angeles area, and we could be negayiadfected by conditions specific to
that region.

Our companyeperated and franchised restaurants in the greateAngeles area generated, in the aggregate, dppately 80% of our reveni
in fiscal 2014 and approximately 80% in fiscal 20A8verse changes in demographic, unemploymenhauda, or regulatory conditions in
the greater Los Angeles area or in the State afdBaia, including, but not limited to, enforcemaatlicies for and changes in immigration |z
have had and may continue to have material adeffsets on our business. We believe that an inereeanemployment would have a
negative impact on traffic in our restaurants. Assult of our concentration in the greater Los éleg area, we have been disproportionately
affected by the above adverse economic conditisrc®mpared to other national chain restaurants.

Furthermore, prolonged or severe inclement weatbeld affect our sales at restaurants in locatibasexperience such conditions, which
could materially and adversely affect our businésancial condition, and results of operations.att'er conditions could impact our business
more than other businesses in our industry beoafuser significant concentration of restaurantthia greater Los Angeles area. We may also
suffer
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unexpected losses resulting from natural disasteosher catastrophic events affecting our areaspefation, such as earthquakes, fires,
droughts, local strikes, terrorist attacks, incesas energy prices, explosions, or other naturat@an-made disasters. The incidence and
severity of catastrophes are inherently unpredietamd our losses from catastrophes could be it

Our growth strategy depends in part on opening nestaurants in existing and new markets and expamgliour franchise system. We may
be unsuccessful in opening new company-operatedranchised restaurants or in establishing new matkewhich could adversely affect
our growth.

One of the key means to achieving our growth sgsateill be through opening new restaurants and aijpeg those restaurants on a profitable
basis. We opened eleven new company-operated rastaun fiscal 2014 and plan to open an estimsitdden in fiscal 2015. Our franchisees
opened five new restaurants in fiscal 2014 and fapen eleven in fiscal 2015. The ability to openv restaurants is dependent upon a
number of factors, many of which are beyond ourtrmnincluding our and our franchisees’ abilities

» identify available and suitable restaurant si

» compete for restaurant site

» reach acceptable agreements regarding the legaeairase of location:

« obtain or have available the financing requireddquire and operate a restaurant, including coctstruand opening cost
* respond to unforeseen engineering or environmentdllems with leased premist

» avoid the impact of inclement weather and natundl mar-made disaster:

» hire, train, and retain the skilled management@hédr employees necessary to meet staffing ni

e obtain, in a timely manner and for an acceptabdg, ¢equired licenses, permits, and regulatory ayads;

* respond effectively to any changes in localtestand federal law and regulations that adveis#gt our and our franchisees’ costs or
abilities to open new restaurants; ¢

» control construction and equipment cost increasesdw restaurant

There is no guarantee that a sufficient numbeuitélle restaurant sites will be available in daslie areas or on terms that are acceptable to
in order to achieve our growth plan. If we are Uadb open new restaurants or sign new franchisgabrestaurant openings are significantly
delayed, our earnings or revenue growth and ounbss could be materially and adversely affectedya expect a portion of our growth to
come from new locations.

As part of our longer-term growth strategy, we reager into geographic markets in which we havkeldt no prior operating or franchising
experience, through company-operated restauranttigrand franchise development agreements. Theestgdb of entering new markets
include (i) difficulties in hiring experienced permel, (ii) unfamiliarity with local real estate rkats and demographics, (iii) consumer
unfamiliarity with our brand, and (iv) competitiaad economic conditions, consumer tastes, andedisoary spending patterns that are
different from and more difficult to predict or &y than in our existing markets. Consumer rectigmiof our brand has been important for
success in our existing markets. In addition, westiats that we open in new markets may take lottgerach expected sales and profit level

a consistent basis, and may have higher constryaiupancy, and operating costs, than restauttzattsve open in existing markets, thereby
affecting our overall profitability. Any failure oour part to recognize or respond to these chadlemgay adversely affect the success of any
new restaurants. Expanding our franchise systerd ¢equire the implementation, expense, and sufidessanagement of enhanced business
support systems, management information systerdsfiancial controls, as well as additional staffifranchise support, and capital
expenditures and working capital.
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At the end of fiscal 2009, we had 21 system-widgangrants, all originally developed by franchiseggn east of the Rocky Mountains.
However, by 2012, all of these restaurants had blmed. We may encounter similar issues with ourenit growth strategy, which could
materially and adversely affect our business, famgrcondition, results of operations, and castvflo

Due to brand recognition and logistical synergésspart of our growth strategy, we also intendperonew restaurants in areas where we hav
existing restaurants. The operating results ancbapable restaurant sales for our restaurants dcmubitlversely affected due to increasing
proximity among our restaurants and due to markietration.

Changes in food and supply costs, especially foickbn, could adversely affect our business, finaalctondition, and results of operations.

Our profitability depends in part on our abilitydaticipate and react to changes in food and supsis. We are susceptible to increases in
food costs as a result of factors beyond our crdumh as general economic conditions, seasonaloeaic fluctuations, weather conditions,
global demand, food safety concerns, infectiousatiss, fluctuations in the U.S. dollar, produchiiscand government regulations. The costs
of many basic foods for humans and animals, inolgidiorn, wheat, corn flour and other flour, riced @ooking oil, have increased markedl
recent years, resulting in upward pricing pressorealmost all of our raw ingredients, includingaen, and increasing our food costs. Food
prices for a number of our key ingredients escdlatarkedly at various points in fiscal 2014 and2Qind we expect that there will be
additional pricing pressures on some of those dligres in fiscal 2015. Weather-related issues, sischeezes and drought, may also lead to
temporary spikes in the prices of some ingredienush as produce and meat. Any increase in thegatthe ingredients most critical to our
menu, such as chicken, corn, cheese, avocados,bveam and tomatoes, could adversely affect perating results. Alternatively, in the ew
of cost increases with respect to one or more ofaw ingredients, we might choose to temporatilgpend serving menu items, such as
guacamole or one or more of our salsas, ratherphgithe increased cost. Any such changes to ailahle menu could negatively impact our
restaurant traffic, business, and comparable remtésales during the shortage and thereafter.

Our principal food product is chicken. In fiscall2) 2013, and 2012, the cost of chicken includealinproduct cost was approximately 12.
13.0%, and 12.7%, respectively, of our revenue fcompany-operated restaurants. Material increast®icost of chicken could materially
and adversely affect our business, operating isaritd financial condition. Changes in the costhicken can result from a number of factors,
including seasonality, increases in the cost oihgidisease, and other factors that affect domaesiitinternational supply of and demand for
chicken products. A major driver of the price ofrtowhich is the primary feed source for chickeas been the increasing demand for corn by
the ethanol industry as an alternative fuel soumsemnost ethanol plants in the United States pifynase corn to make ethanol. This increased
demand on the nation’s corn crop has had and matynce to have an unfavorable impact on chickeogstiWe currently do not use futures
contracts or other financial risk management sfiagewith respect to potential price fluctuationgtie cost of chicken or other inputs, food,
supplies, which we purchase at prevailing marketomtracted prices. We have implemented menu prareases in the past to significantly
offset increased chicken prices, due to competjiressures and compressed profit margins. We midlyenable to offset all or any portion of
increased food and supply costs through higher rpeicas in the future. If we implement further mearice increases in the future to protect
our margins, average check size and restaurafittcatuld be materially and adversely affectedy@h company-operated and franchised
restaurants.

Negative publicity could reduce sales at some dmélour restaurants.

We are, from time to time, faced with negative feity at one or more of our restaurants relatingiféood quality; (ii) the safety, sanitation,
and welfare of chicken, which is our principal fomeduct; (iii) restaurant facilities; (iv) custommmplaints or litigation alleging illness or
injury; (v) health inspection scores; (vi) integrdf our or our suppliers’ food processing and othaicies, practices, and procedures;

(vii) employee relationships; or (viii) other mateNegative publicity can adversely affect usardigss of whether an allegation is valid or

17



Table of Contents

whether we are held to be responsible. In additioenegative impact of adverse publicity relatiogne restaurant may extend far beyond the
restaurant involved to affect some or all of ourestrestaurants, including our franchised restaaraine risk of negative publicity is
particularly great with respect to our franchisestaurants, because we are limited in the mannghich we can regulate them, especially on |
real-time basis. A similar risk exists with resptcfood service businesses unrelated to us, tbousrs mistakenly associate those unrelated
businesses with our operations. Employee claimgagas or our franchisees based on, among othregsghwage and hour violations,
discrimination, harassment, or wrongful terminatioay also create not only legal and financial ligbbut negative publicity that could
adversely affect us and divert our financial anchaggement resources that could otherwise be udaehigfit the future performance of our
operations. These types of employee claims cousld lz¢ asserted against us, on a co-employer thepsmployees of our franchisees. A
significant increase in the number of these clamngn increase in the number of successful cladmsld materially and adversely affect our
business, financial condition, results of operatjand cash flows.

Food safety and quality concerns may negatively aopour business and profitability, our internal @pational controls and standards may
not always be met, and our employees may not alveaygprofessionally, responsibly, and in our androzustomers’ best interests. Any
possible instances of focborne illness could reduce our restaurant sales.

Incidents or reports of food- or water-borne ille@s other food safety issues, food contaminatioiampering, employee hygiene or
cleanliness failures, or improper employee condtictur restaurants could lead to product liabiityther claims. Such incidents or reports
could negatively affect our brand and reputatiowall as our business, revenues, and profits. &mmilcidents or reports occurring at quick-
service restaurants unrelated to us could likewisate negative publicity, which could negativehpact consumer behavior towards us.

We cannot guarantee that our internal controlsteaiding will be fully effective in preventing abod-borne illnesses. Furthermore, our
reliance on third-party food processors makedfiicdit to monitor food safety compliance, and niagrease the risk that a food-borne iliness
would affect multiple locations rather than a senggstaurant. Some food-borne iliness incidenttddo@ caused by third-party food suppliers
and transporters outside of our control. New ilg@ssresistant to our current precautions may dpuslthe future, or diseases with long
incubation periods could arise that could causiensl@r allegations on a retroactive basis. One @tenmstances of food-borne illness in one o
our company-operated or franchised restaurantslamdatively affect sales at all of our restaur#rgyhly publicized. This risk would exist
even if it were later determined that an illnesd haen wrongly attributed to one of our restauraitsumber of other restaurant chains have
experienced incidents related to fobone illnesses that have had material adversedtapa their operations, and we cannot guarantdentt
could avoid a similar impact upon the occurrenca similar incident at one of our restaurants. Aiddally, even if food-borne illnesses were
not identified at El Pollo Loco restaurants, owstagrant sales could be adversely affected if &t of food-borne illnesses at other restaura
chains were highly publicized. In addition, ourteesant sales could be adversely affected by ptypliegarding other high-profile illnesses
such as avian flu that customers may associateawitifiood products.

We rely on only one company to distribute substaltiyi all of our products to compangperated and franchised restaurants, and on a liet
number of companies to supply chicken. Failure teaeive timely deliveries of food or other suppléeaild result in a loss of revenue and
materially and adversely impact our operations.

Our and our franchiseeability to maintain consistent quality menu itenmg gorices significantly depends upon our abilitatmuire fresh foo
products, including the highest-quality chicken agldited items, from reliable sources, in accordamith our specifications and on a timely
basis. Shortages or interruptions in the supplyesth food products, caused by unanticipated denmotlems in production or distribution,
contamination of food products, an outbreak of pguisease, inclement weather, or other conditionald materially and adversely affect the
availability, quality, and cost of ingredients, whiwould adversely affect our business, finanaiadition, results of operations, and cash
flows. We have contracts with a limited number wbgliers for the chicken and other food
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and supplies for our restaurants. In addition, @mapany distributes substantially all of the prddubat we receive from suppliers to company
operated and franchised restaurants. If that Higtsi or any supplier fails to perform as anticgzhbr seeks to terminate agreements with us, (
if there is any disruption in any of our supplydistribution relationships for any reason, our bass, financial condition, results of operations.
and cash flows could be materially and adversdicedd. If we or our franchisees temporarily clagestaurant or remove popular items from
a restaurant’'s menu as a result of such a dismyptiat restaurant may experience a significantetadn in revenue if our customers change
their dining habits as a result.

We have a history of net losses, and may incur éssi the future.

Before fiscal 2014, we incurred net losses in exddhe preceding seven fiscal years. We may inetitasses in the future, and we cannot
guarantee that we will sustain profitability.

The failure to comply with our debt covenants, atite volatile credit and capital markets, could haneterial adverse effects on our
financial condition.

Our ability to manage our debt is dependent upareme! of positive cash flow from compamperated and franchised restaurants, net of (
An economic downturn could negatively impact owstclow. Credit and capital markets can be volatieking it difficult for us to refinance
our existing debt or to obtain additional debt quigy financings in the future. Such constraintaldancrease our costs of borrowing and coulc
restrict our access to other potential sourcesitofré liquidity. Our failure to comply with the detovenants in our secured revolving credit
facility or to have sufficient liquidity to maketierest and other payments required by our debtdamsuult in a default on our debt and
acceleration of our borrowings, which would haveaterial adverse effect on our business and fimdusondition.

Our level of indebtedness could materially and atkedy affect our business, financial condition, anédsults of operations.

We have substantial debt service obligations. Atédeber 31, 2014, our total debt was approximat&69 million (including capital lease
obligations), and we had $35.0 million of creditdable under our secured revolving credit facjlishich was reduced by approximately $7.4
million from outstanding letters of credit.

Our level of indebtedness could have significaféa$ on our business, such as:

» limiting our ability to borrow additional amotsto fund working capital, capital expendituresgasitions, debt service requirements,
execution of our growth strategy, and other purpr

e requiring us to dedicate a portion of our cligiv from operations to pay interest on our debtjol could reduce availability of our cash
flow to fund working capital, capital expenditur@gquisitions, execution of our growth strategyd ather general corporate purpos

* making us more vulnerable to adverse changgerneral economic, industry, government regulatang, competitive conditions in our
business by limiting our ability to plan for andhot to changing condition

» placing us at a competitive disadvantage compargdour competitors with less debt; a

* exposing us to risks inherent in interest flatetuations, because our borrowings are at vagiadtes of interest, which could result in
higher interest expense in the event of increasageérest rates

In addition, we may not be able to generate seffictash flow from our operations to repay our Irtddness when it becomes due and to me«
our other cash needs. If we are not able to paylebts as they become due, we will be requireditsyz one or more alternative strategies,
such as selling assets, refinancing or restruguwiur indebtedness, or selling additional debtquity securities. We may not be able to
refinance our debt or sell additional debt or ggsécurities or our assets on favorable termg,aflaand if we have to sell our assets, that sale
may negatively affect our ability to generate raven
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Our secured revolving credit facility contains arber of covenants that, among other things, réssimject to certain exceptions, our ability
to (i) incur additional indebtedness, (ii) issuefprred stock, (iii) create liens on assets, (ngage in mergers or consolidations, (v) sell asset:
(vi) make investments, loans, or advances, (vilkengertain acquisitions, (viii) engage in certaansactions with affiliates, (ix) authorize or
pay dividends, and (x) change our lines of busimegscal year. In addition, our secured revolvargdit facility requires us (i) to maintain, on
a consolidated basis, a minimum consolidated fotetrge coverage ratio and (ii) not to exceed a mami lease adjusted consolidated leve
ratio. Our ability to borrow under our secured deirgy credit facility depends on our compliancewihese tests. Events beyond our control,
including changes in general economic and busioasditions, may affect our ability to meet thesstigeWe cannot guarantee that we will r
these tests in the future, or that our lenderswalive any failure to meet these tests.

We may not be able to compete successfully witreotfuick-service and fast casual restaurants. Ingencompetition in the restaurant
industry could make it more difficult to expand odousiness, and could also have a negative impacbanoperating results, if customers
favor our competitors or if we are forced to changar pricing and other marketing strategie

The food service industry, and particularly itsagiservice and fast casual segments, is intensehpetitive. In addition, the greater Los
Angeles area, the primary market in which we compabnsists of what we believe to be the most cdithpeMexican-inspired quick-service
and fast casual market in the United States. Weagpmpetition in this market and in each of aiveo markets to continue to be intense,
because consumer trends are favoring limited sengistaurants that offer healthier menu items mathebetter-quality products, and many
limited service restaurants are responding to tlresels. Competition in our industry is primarilgded on price, convenience, quality of
service, brand recognition, restaurant location, tgpe and quality of food. If our company-operased franchised restaurants cannot compe
successfully with other quick-service and fast easestaurants in new and existing markets, wedclmsle customers and our revenue could
decline. Our company-operated and franchised restigicompete with national and regional quickiserand fast casual restaurant chains fo
customers, restaurant locations, and qualified gamant and other staff. Compared with us, someio€ompetitors have substantially gre:
financial and other resources, have been in busioeger, have greater brand recognition, or ateebestablished in the markets where our
restaurants are located or are planned to be khcAtey of these competitive factors may materialty adversely affect our business, financial
condition, and results of operations.

Our marketing programs may not be successful, and aew menu items, advertising campaigns, and restat designs and remodels may
not generate increased sales or profits.

We incur costs and expend other resources in otkatiag efforts on new menu items, advertising caigips, and restaurant designs and
remodels, to raise brand awareness and to attndatetain customers. Our initiatives may not beceasful, resulting in expenses incurred
without the benefit of higher revenues. Additiogaiome of our competitors have greater finan@aburces than we do, enabling them to
spend significantly more on marketing, advertisiaugg other initiatives. Should our competitors @age spending on marketing, advertising,
and other initiatives, or our marketing funds daseefor any reason, or should our advertising, ptams, new menu items, and restaurant
designs and remodels be less effective than thiosgr@ompetitors, there could be a material adveffect on our results of operations and
financial condition.

The challenging economic environment may affect duanchisees, with adverse consequences to us.

We rely in part on our franchisees and the mammarhich they operate their locations to develop prainote our business. As of

December 31, 2014, our top 10 franchisees opewateid64% of our franchised restaurants and twocfimees (the “Significant Franchisees”)
operated approximately 35% of our franchised reatats. Due to the continuing challenging economidgrenment, it is possible that some
franchisees could file for bankruptcy or becomémndglent in their payments to us, which could hageificant adverse impacts on our
business, due to loss or delay in payments ob¥ialties, (ii) information technology (“IT”) suppioservice fees,
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(iii) contributions to our advertising funds, ard) (other fees. In fiscal 2014, of our total fraisghrevenue, our top 10 franchisees accounte
approximately 58%, and the Significant Franchisszounted for approximately 30%. Bankruptcies byfranchisees could (i) prevent us
from terminating their franchise agreements, sowreacould offer their territories to other fransbeés, (i) negatively impact our market share
and operating results, as we might have fewer patferming restaurants, and (iii) adversely impaat ability to attract new franchisees.

As of December 31, 2014, we had executed developatggaements that represent commitments to opdéradéhised restaurants at various
dates through 2019. Although we have developedr@ito evaluate and screen prospective devel@met$ranchisees, we cannot be certain
that the developers and franchisees that we sgliéttave the business acumen or financial resainezessary to open and operate successf
franchises in their franchise areas, and stateffiaa laws may limit our ability to terminate or dify these franchise arrangements. Moreover
franchisees may fail to operate their restaurantashions consistent with our standards and reménts, or to hire and train qualified
managers and other restaurant personnel. Failid=velopers and franchisees to open and opemateHises successfully could materially
adversely affect our reputation, brand, businésantial condition, results of operations, caslwfpand ability to attract prospective
franchisees.

Franchisees may not have access to the financrahoagement resources that they need to opendtaeirants contemplated by their
agreements with us, or be able to find suitabkssinh which to develop those restaurants. Franehisay not be able to negotiate acceptable
lease or purchase terms for restaurant sites,rob&essary permits and government approvals, et co@struction schedules. Any of these
problems could slow our growth and reduce our fnégerevenue. Additionally, our franchisees tygdicdepend on financing from banks and
other financial institutions, which may not alwdys available to them, in order to construct anchapaw restaurants. For these reasons,
franchisees operating under development agreemeynot be able to meet the new restaurant opefates required under those agreem:
Also, we sublease certain restaurants to somerexiSalifornia franchisees. If any such franchisemsnot meet their financial obligations
under their subleases, or otherwise fail to homatedault under the terms of their subleases, Wiebeifinancially obligated under a master
lease and could be materially and adversely affiecte

In February 2011, one franchisee filed a petitionrélief under Chapter 11 of the Bankruptcy Cadéhie Central District of California. The
resulting reorganization was completed in March®@ndd involved the sale of seven of the franchs&8'restaurants located in the Central
Valley of California to new owners. All 13 restants continued to conduct business throughout theyemization. The franchisee retained
ownership of six of the 13 restaurants owned Ipyidr to the bankruptcy, but closed one of thostangrants in August 2013, due to its inabi
to renew the lease. The franchisee has the opiogidcate that restaurant to a new site withiw@mile radius of the closed location or to
continue to pay monthly royalties pursuant to #rens of a settlement agreement entered into a®ptré reorganization.

Another franchisee with two restaurants was plactdreceivership in March 2013. One restaurantexioy that franchisee prior to being
placed into receivership was purchased by one ofangest franchisees in January 2014, and thenske@staurant was sold to a new owner on
July 31, 2014. Both of the restaurants remained ajeing this process.

We have limited control with respect to the opeaats of our franchisees, which could have a negatimgact on our business.

Franchisees are independent business operatongaf@@ot our employees, and we do not exercisgamver the day-to-day operations of
their restaurants. We provide training and supfmoftanchisees, and set and monitor operationabstas, but the quality of franchised
restaurants may be diminished by any number obfadieyond our control. Consequently, franchiseag fail to operate their restaurants in
fashions consistent with our standards and reqanesn or to hire and train qualified managers ahdrarestaurant personnel. If
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franchisees do not operate to our expectationsinoage and reputation, and the images and reposatibother franchisees, may suffer
materially, and system-wide sales could declinaifigantly.

Franchisees, as independent business operatordranagime to time disagree with us and our strigegegarding the business or our
interpretation of our respective rights and obiigjad under the franchise agreement. Disagreemeytend to disputes with our franchisees,
and we expect such disputes to occur from timente in the future as we continue to offer franchiseo the extent that we have such dispute
the attention, time, and financial resources ofrmanagement and our franchisees will be diverteah four restaurants, which could have a
material adverse effect on our business, finaraadition, results of operations, and cash flows.

Our self-insurance programs may expose us to sigrifit and unexpected costs and losses.

We currently maintain employee health insurancescaye on a self-insured basis. We do maintainleggpcoverage which sets a limit on our
liability for both individual and aggregate clairosts.

We currently record a liability for our estimateakt of claims incurred and unpaid as of each balaheet date. Our estimated liability is
recorded on an undiscounted basis and includesnherof significant assumptions and factors, inicigdistorical trends, expected costs per
claim, actuarial assumptions, and current econ@anditions. Our history of claims activity for dithes of coverage is closely monitored, and
liabilities are adjusted as warranted based ongihgrcircumstances. It is possible, however, thataztual liabilities may exceed our estime
of loss. We may also experience an unexpectedie laumber of claims that result in costs or lidieii in excess of our projections, and
therefore we may be required to record additiorpkases. For these and other reasons, our sethimseireserves could prove to be
inadequate, resulting in liabilities in excess of available insurance and self-insurance. If &sssful claim is made against us and is not
covered by our insurance or exceeds our policytdingur business may be negatively and materiaipeicted.

Information technology system failures or breacheSour network security could interrupt our operaths and adversely affect our busine

We rely on our computer systems and network infuastire across our operations, including pointalégrocessing at our restaurants. Our
operations depend upon our ability to protect amguter equipment and systems against damage fngsiqal theft, fire, power loss,
telecommunications failure, and other catastrophignts, as well as from internal and external $sgchireaches, viruses, and other disruptive
problems. Any damage or failure of our computeteays or network infrastructure that causes annmpgion in our operations could have a
material adverse effect on our business and subgetd litigation or to actions by regulatory auities.

If we are unable to protect our custom¢ credit and debit card data, we could be exposedata loss, litigation, liability, and reputatioria
damage.

In connection with credit and debit card salestraasmit confidential credit and debit card infotioa by way of secure private retail
networks. Although we use private networks, thiagtigs may have the technology or know-how to bighe security of the customer
information transmitted in connection with credidadebit card sales, and our security measurethaséd of our technology vendors may not
effectively prohibit others from obtaining impropmrcess to this information. If a person were #&blercumvent these security measures, he
she could destroy or steal valuable informatiodisrupt our operations. Any security breach coujpose us to risks of data loss, litigation,
liability, and could seriously disrupt our operaisp and any resulting negative publicity could gigantly harm our reputation.
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The failure to enforce and maintain our trademarkend protect our other intellectual property couldaterially and adversely affect our
business, including our ability to establish and i&ain brand awareness.

We have registered El Pollo Lo€q Pollo Bowl®, The Crazy Chickeft, and certain other names used by our restaurantagemarks or
service marks with the PTO and in approximatelyot2ign countries. Our current brand campaign, €¥au Can Taste™, has also been
approved for registration with the PTO. In addititire El Pollo Loco logo, website name and addrsd,Facebook and Twitter accounts are
our intellectual property. The success of our besinstrategy depends on our continued ability éoouss existing trademarks and service mark
in order to increase brand awareness and furtheslale our branded products. If our efforts to pcotaur intellectual property are inadequate,
or if any third party misappropriates or infringgson our intellectual property, whether in prim,the Internet, or through other media, our
brands and branded products could fail to mairgaischieve market acceptance and the value oframds could be harmed, materially and
adversely affecting our business. There can bessorance that all of the steps that we have takprnotect our intellectual property in the
United States and in foreign countries will be agsqg. In addition, the laws of some foreign co@stido not protect intellectual property rights
to the same extent as do the laws of the Uniteg:Sta

We maintain the recipe for our chicken marinadeyel as certain proprietary standards, specificetj and operating procedures, as trade
secrets or confidential proprietary information. Yiay not be able to prevent the unauthorized discor use of our trade secrets or
proprietary information, despite the existenceaffaentiality agreements and other measures. VWeléry to ensure that the quality of our
brands and branded products is maintained by alofranchisees, we cannot be certain that theseliisees will not take actions that
adversely affect the value of our intellectual gdp or reputation. If any of our trade secretpmprietary information were to be disclosed to
or independently developed by a competitor, ouirtass, financial condition, and results of operagioould be materially and adversely
affected.

We depend upon our board of directors, executivicefrs, and key employees.

We rely upon the accumulated knowledge, skills, exukrience of the members of our board of dirsgtmur executive officers, and our key
employees. If they were to leave us or become miggted, we might suffer in our planning and exiecuof business strategy and operations,
impacting our brand and financial results. We alsaot maintain any key man life insurance polié@sany of our employees.

Matters relating to employment and labor law maywvadsely affect our busines

Various federal and state labor laws govern owticiships with our employees and affect operatwgjs. These laws include employee
classifications as exempt or non-exempt, minimurgev@&quirements, unemployment tax rates, workensipensation rates, citizenship
requirements, and other wage and benefit requiresrienemployees classified as non-exempt. Siganifi@dditional government regulations
and new laws mandating increases in minimum wageésiefits such as health insurance could matg@diéct our business, financial
condition, operating results, and cash flow. Furti@e, the unionization of our employees and ofaimployees of our franchisees could
materially affect our business, financial conditioperating results, and cash flow.

We are also subject in the ordinary course of lassiio employee claims against us based, amongtbihgs, on discrimination, harassment,
wrongful termination, or violation of wage and laltaws. Such claims could also be asserted agasnisy employees of our franchisees. Thes
claims may divert our financial and managementueses that would otherwise be used to benefit perations. The on-going expense of any
resulting lawsuits, and any substantial settlerpagiment or damage award against us, could adveaffelst our business, brand image,
employee recruitment, financial condition, opergtiasults, or cash flows.
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Restaurant companies have been the targets of ctation lawsuits and other proceedings alleging, ang other things, violations of feder
and state workplace and employment laws. Proceesliofthis nature are costly, divert management atten, and, if successful, can result
in payment of substantial damages or settlementtsos

Our business is subject to the risk of litigatigndmployees, consumers, suppliers, stockholdedsptrers through private actions, class
actions, administrative proceedings, regulatornjoast and other litigation. The outcome of litigets, particularly class and regulatory actions
is difficult to assess or quantify. In recent yeaestaurant companies, including us, have beegeduio lawsuits, including class action
lawsuits, alleging violations of federal and stat®s regarding workplace and employment conditidisgrimination, and similar matters. A
number of these lawsuits have resulted in payneErgabstantial damages by the defendants. Sinalasuits have been instituted from time to
time alleging violations of various federal andstaage and hour laws regarding, among other themmgloyee meal deductions, overtime
eligibility of managers, and failure to pay for hburs worked. In the past, we have been a pamyatge and hour class action lawsuits and are
currently a party to such a lawsuit on behalf plugported class. See Item 3, “Legal Proceedings.”

Occasionally, our customers file complaints or laiigsagainst us alleging that we are responsibiisdme illnesses or injuries that they
suffered at or after a visit to one of our restatsaincluding actions seeking damages resultiogn ffood-borne illnesses or accidents in our
restaurants. We are also subject to a varietytwdratlaims from third parties arising in the orainaourse of our business, including contract
claims. The restaurant industry has also been sutgjie@ growing number of claims that the menusatibns of restaurant chains have led to
the obesity of certain of their customers. We miag ae subject to lawsuits from our employeesitfe Equal Employment Opportunity
Commission, or others, alleging violations of feder state laws regarding workplace and employraentlitions, discrimination, and similar
matters.

Regardless of whether any claims against us aié aatl whether we are liable, claims may be expensi defend against and divert time and
money away from operations. In addition, claims rgagerate negative publicity, which could reducgt@mer traffic and sales. Although we
maintain what we believe to be adequate levelasfriance, insurance may not be available at afl sufficient amounts to cover any liabiliti
with respect to these or other matters. A judgnoemtther liability in excess of our insurance cage for any claims, or any adverse publicity
resulting from claims, could adversely affect ousiness and results of operations.

If we or our franchisees face labor shortages orcieased labor costs, our results of operations a@ndwth could be adversely affecte

Labor is a primary component in the cost of opagatiur company-operated and franchised restautfmts. or our franchisees face labor
shortages or increased labor costs, because efised competition for employees, higher employa®ter rates, unionization of restaurant
workers, or increases in the federally-mandatestaiemandated minimum wage or in other employee beneditss (including costs associa
with health insurance coverage or workers’ comp@msénsurance), our and our franchisees’ operagkxmenses could increase, and our
growth could be adversely affected.

We have a substantial number of hourly employees avh paid wage rates at or based on the appliéaddeal or state minimum wage, and
increases in the minimum wage will increase ouotamsts and the labor costs of our franchiseexeSiuly 1, 2014, the State of California
(where most of our restaurants are located) hasmthimum wage of $9.00 per hour. From JanuaB008, to June 30, 2014, it had been
$8.00 per hour. It is scheduled to rise to $10&0hwur on January 1, 2016. The federal minimumenaas been $7.25 per hour since July 24
2009. Federally-mandated, state-mandated, or icozdindated minimum wages may be raised in thedutte may be unable to increase our
menu prices in order to pass future increased labsts on to our customers, in which case our mangbuld be negatively affected. Also,
reduced margins of franchisees could make it mfieut to sell franchises. And if menu prices weancreased by us and our franchisees to
cover increased labor costs, the higher pricesdcadVersely affect sales and thereby reduce ouwgingand the royalties that we receive from
franchisees.
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In addition, our success depends in part upon odmar franchisees’ ability to attract, motivatedaetain a sufficient number of wejlialified
restaurant operators, management personnel, aadetiployees. Qualified individuals needed totfidse positions can be in short supply in
some geographic areas. In addition, limited sersésgaurants have traditionally experienced reddyihigh employee turnover rates. Although
we have not yet experienced any significant proklenrecruiting or retaining employees, our andfoamchiseesinability to recruit and retai
qualified individuals could delay planned openinfsiew restaurants or result in higher employerduer in existing restaurants, which could
increase our and our franchisees’ labor costs amd h material adverse effect on our businessidiabcondition, results of operations, and
cash flows. If we or our franchisees are unabletouit and retain sufficiently qualified individisaour business and our growth could be
adversely affected. Competition for qualified enygles could require us or our franchisees to paydnigages, which could also result in
higher labor costs.

We are locked into long-term and non-cancelabledea, and may be unable to renew leases at the efitteir terms.

Many of our restaurant leases are non-cancelabléyaically have initial terms of up to 20 yearslarp to three renewal terms of five years
that we may exercise at our option. Even if weelasestaurant, we may remain committed to perfmrnobligations under the applicable
lease, which could include, among other thingsppayt of the base rent for the balance of the lesrse. In addition, in connection with leases
for restaurants that we will continue to operate,may, at the end of the lease term and any rerpevald for a restaurant, be unable to renew
the lease without substantial additional costt dlh As a result, we may close or relocate tletangrant, which could subject us to construction
and other costs and risks. Additionally, the reveeand profit, if any, generated at a relocatecateant might not equal the revenue and profit
generated at its prior location.

We and our franchisees are subject to extensiveggoment regulations that could result in claims ldang to increased costs and restrict ¢
ability to operate or sell franchises.

We and our franchisees are subject to extensivergawent regulations at the federal, state, and leeals, including, but not limited to,
regulations relating to preparation and sale ofif@mning and building codes, franchising, land as&l employee, health, sanitation, and s
matters. We and our franchisees are required trobhd maintain a wide variety of government |gs) permits, and approvals. Difficulty or
failure in obtaining these in the future could desudelaying or canceling the opening of new aesants. Local authorities may suspend or
deny renewal of our government licenses if theine that our operations do not meet their statsdi@r initial grant or renewal. This risk
will increase if there is a major change in theitising requirements affecting our types of restagra

The Patient Protection and Affordable Care Act@f@ (the “PPACA"requires employers such as us to provide adequdtaféordable healt
insurance for all qualifying employees or to paypanthly per-employee fee or penalty for non-commpia We are evaluating the impact that
this new law will have on our operations, and aliifftowe cannot predict with certainty the finanamapact of the legislation, the law’s
individual mandate may increase the number of eygas taking part in our health insurance prograhighvcould impact our results of
operations beginning in 2015.

We are also subject to regulation by the Federadl@ ICommission and subject to state laws that gaheroffer, sale, renewal, and terminatior
of franchises and our relationships with our frasebs. Failure to comply with these laws and regaria in any jurisdiction or to obtain
required approvals could result in a ban on or ey suspension of franchise sales, fines, oréhairement that we make a rescission offer
to our franchisees, any of which could affect dhitity to open new restaurants in the future andtbould materially and adversely affect our
business and operating results. Any such failutgdcalso subject us to liability to our franchisees

We are increasingly subject to environmental retijuia, which may increase our cost of doing busireesl affect the manner in which we
operate. Environmental regulations could increhsddvel of our taxation and
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future regulations could impose restrictions oréase the costs associated with food, food pacgagimd other supplies, transportation costs,
and utility costs. Complying with environmental uégfions may cause our results of operations tiesuVe cannot predict what environme!
regulations or legislation will be enacted in th&ufe, how existing or future environmental lawd Wwe administered or applied, or the level of
costs that we may incur to comply with, or satislgims relating to, such laws and regulations.

Legislation and regulations requiring the displaynd provision of nutritional information for our mem offerings, new information ol
attitudes regarding diet and health, or adverse mipns about the health effects of consuming our meofferings, could affect consumer
preferences and negatively impact our results oeogtions.

Government regulation and consumer eating habifsimpact our business as a result of changesitndgs regarding diet and health or new
information regarding the health effects of consugmour menu offerings. These changes have result@shd may continue to result in, the
enactment of laws and regulations that impactresidients and nutritional content of our menurififgs, or laws and regulations requiring us
to disclose the nutritional content of our foodenifigs.

The PPACA establishes a uniform, federal requirdrf@rcertain restaurants to post certain nutrgdanformation on their menus. Specifica
the PPACA amended the Federal Food, Drug, and GasAwt to require that chain restaurants with 20nmre locations, operating under the
same name and offering substantially the same menbdish the total number of calories of standashu items on menus and menu boards,
along with a statement that puts this calorie imfation in the context of a total daily calorie ik¢aThe PPACA also requires covered
restaurants to provide to consumers, upon reqaestitten summary of detailed nutritional infornzatifor each standard menu item, and to
provide a statement on menus and menu boards dimavailability of this information. The PPACA tber permits the U.S. Food and Drug
Administration to require covered restaurants t&enadditional nutrient disclosures, such as disolsf trans-fat content. An unfavorable
report on, or reaction to, our menu ingredients,gize of our portions, or the nutritional contehour menu items could negatively influence
the demand for our offerings.

Furthermore, a number of states, counties, anesditave enacted menu labeling laws requiring multirestaurant operators to disclose
certain nutritional information to customers, ové&nacted legislation restricting the use of éeitigpes of ingredients in restaurants.
California, our largest market, is one of thesthalgh its menu labeling law has been supersede¢deby PACA.

While we believe that our food is generally heaththan that of our peers, customers may disagrebamge their dining habits to avoid QSR-
like restaurants altogether.

Compliance with current and future laws and regotet regarding the ingredients and nutritional eahbf our menu items may be costly and
time-consuming. Additionally, if consumer healtlguéations or consumer eating habits change sigmiflg, we may be required to modify or
discontinue certain menu items, and we may expegi@igher costs associated with the implementatidghose changes. Additionally, some
government authorities are increasing regulatiegsurding trans-fats and sodium, which may requsrtodimit or eliminate trans-fats and
sodium in our menu offerings, or switch to highesttingredients, or which may hinder our abilityofgerate in certain markets. Some
jurisdictions have banned certain cooking ingretdiesuch as tra-fats, which a small number of our ingredients egmtn trace amounts, or
have discussed banning certain products, suchiges $adas. Removal of these products and ingredisorh our menus could affect product
tastes, customer satisfaction levels, and salesnad, whereas if we were to fail to comply withsthéaws or regulations, our business could
experience a material adverse effect.

We cannot make any assurances regarding our afoiléjfectively respond to changes in consumerthgmrceptions, to successfully
implement nutritional content disclosure requiretsenr to adapt our menu offerings to trends ingatabits. The imposition of additional
menu labeling laws could have an adverse effeciusmesults of operations and financial positigwell as on the restaurant industry in
general.
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We may become subiject to liabilities arising fromvéronmental laws that could likely increase our emating expenses and materially and
adversely affect our business and results of opnas.

We are subject to federal, state, and local lagglations, and ordinances that:

e govern activities or operations that may hadeease environmental effects, such as dischargedtie air and water, as well as waste
handling and disposal practices for solid and rdmag wastes; ar

» impose liability for the costs of cleaning @nd the damage resulting from, sites of past spiitposals, or other releases of hazardous
materials.

In particular, under applicable environmental laws,may be responsible for remediation of enviromia@leconditions and subject to associate
liabilities, including liabilities for clean-up ctss personal injury, or property damage, relatmgur restaurants and the land on which our
restaurants are located, regardless of whetheeaglor own the restaurants or land in questionegatdless of whether such environmental
conditions were created by us or by a prior owmdepant. If we are found liable for the costsehediation of contamination at any of our
properties, our operating expenses would likelyeaase and our results of operations would be nadtieeind adversely affected. See Item 1,
“Business—Environmental Matters.”

We are required to pay our pre-IPO owners for cartdax benefits, which amounts are expected to batenial.

We have entered into an income tax receivable aggae(the “TRA”) with our pre-IPO stockholders, whiprovides for payment by us to our
pre-IPO stockholders of 85% of the amount of castings, if any, in federal, state, local, and fgreincome tax that we and our subsidiaries
actually realize (or are deemed to realize in tmef an early termination by us or a change ofrol as discussed under Item 13, “Certain
Relationships and Related Transactions, and Dirdatiependence—Income Tax Receivable Agreementd) r@sult of the utilization of our
net operating losses and other tax attributesatable to periods prior to July 2014 together \iitierest accrued at a rate of LIBOR plus 200
basis points from the date the applicable tax reifmidue (without extension) until paid.

Our payments under the TRA may be material. Asedddnber 31, 2014, we had an accrued payable retathis agreement of approximately
$41 million.

TRA payment obligations are obligations of Holdiragsl not of its subsidiaries. The actual amountsuditization of net operating losses and
other tax attributes, as well as the amounts anithgj of any payments under the TRA, will vary degieg upon a number of factors, including
the amount, character, and timing of Holdings’ &acubsidiaries’ taxable income in the future.

Our counterparties under the TRA will not reimbuuasefor any benefits that are subsequently disathvalthough any future payments would
be adjusted to the extent possible to reflect éiselt of such disallowance. As a result, in sucbuenstances, we could make payments under
the TRA greater than our actual cash tax savings.

If we undergo a change of control as defined inTtR&, the TRA will terminate, and we will be reqeid to make a payment equal to the
present value of expected future payments undeff#g which payment would be based on certain agsioms, including assumptions rela
to our future taxable income. Additionally, if we @direct or indirect subsidiary transfers anyea$s a corporation with which we do not file a
consolidated tax return, we will be treated as hgwgiold that asset for its fair market value iaxable transaction for purposes of determining
the cash savings in income tax under the TRA. Arghgayment resulting from a change of controlsseatransfer could be substantial and
could exceed our actual cash tax savings.
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Risks Related to Ownership of Our Common Stock

If the ownership of our common stock continues te highly concentrated, it may prevent you and otfmeinority stockholders fromn
influencing significant corporate decisions and magsult in conflicts of interest.

Trimaran Capital Partners, its predecessors, a@tfi, and certain funds managed by it (collectiv@lyimaran”) and Freeman Spogli & Co. and
certain funds managed by it (collectively, “Freenspogli”) indirectly beneficially own approximateBa.2% and 19.6%, respectively, of our
outstanding common stock. As a result, Trimaranknegman Spogli indirectly beneficially own shasefficient for majority votes on all
matters requiring stockholder votes, includingcetan of directors; mergers, consolidations anduégtions; the sale of all or substantially all
of our assets and other decisions affecting ouitadagiructure; amendments to our certificate @biporation or our by-laws; and our winding
up and dissolution. While Trimaran Pollo Partnérk,C. (“LLC"), owns a majority of our common stockreeman Spogli will be able to
instruct LLC, pursuant to LLC’s operating agreeméatvote in favor of the appointment of one memifevur board of directors for so long as
they hold 5% of the outstanding membership interebtLC and Trimaran will be able to instruct LL@yrsuant to LLC'’s operating
agreement, to vote in favor of the appointmentefremaining members of our board of directors.aFurther description of LLC's limited
liability company operating agreement, see Item'C&rtain Relationships and Related Transactiond,Rirector Independence—LLC
Agreement.”

This concentration of ownership may delay, deteprevent acts that would be favored by our otheckolders. The interests of Trimaran
Freeman Spogli may not always coincide with oueri@sts or the interests of our other stockholdétis concentration of ownership may also
have the effect of delaying, deterring, or prewvegt change in control of us. Also, Trimaran aneeRtan Spogli may seek to cause us to take
courses of action that, in their judgments, couldamce their investments in us, but that might iweeisks to our other stockholders or
adversely affect us or our other stockholders. Assalt, the market price of our common stock calddline, or stockholders might not receive
a premium over the then-current market price ofammmon stock upon a change in control. In additibis concentration of ownership may
adversely affect the trading price of our commamtkst because investors may perceive disadvantagesning shares of a company with
significant stockholders. See Item 12, “Securityr@vghip of Certain Beneficial Owners and ManagemaeadtRelated Stockholder Matters.”

The interests of Trimaran and Freeman Spogli mayndlict with ours or our stockholders’ in the future

Trimaran and Freeman Spogli engage in a rangevesting activities, including investments in restanis and other consumer-related
companies in particular. In the ordinary courséheir business activities, Trimaran and Freemargbptay engage in activities where their
interests conflict with our interests or those of stockholders. Our amended and restated cetéfmigincorporation provides that none of L
or any of its officers, directors, employees, agesihareholders, members, partners, principalias#s and managers (including, inter alia,
Trimaran and Freeman Spogli) has a duty to refraim engaging, directly or indirectly, in the sabgsiness activities or similar business
activities or lines of business in which we operatmaran and Freeman Spogli also may pursue sitigm opportunities that may be
complementary to our business, and, as a resaltetacquisition opportunities may not be availébles. In addition, Trimaran and Freeman
Spogli may have an interest in pursuing acquisitialivestitures, and other transactions that, eir fndgment, could enhance their investment
in us, even though those transactions might invabkes to you, such as debt-financed acquisitions.

As a controlled company, we are not subject toadlthe corporate governance rules of the NASDAQ &b Select Market (th
“NASDAQ").

We are considered a “controlled company” underties of the NASDAQ. Controlled companies are exefrgm the NASDAQ's corporate
governance rules requiring that listed companie® [fg a majority of the board of directors consibtindependent” directors under the listing
standards of the NASDAQ), (ii) a nominating/corpergbvernance committee composed entirely of indégrendirectors and a written
nominating/corporate governance
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committee charter meeting the NASDAQ'’s requiremeautsl (iii) a compensation committee composed @gtof independent directors and a
written compensation committee charter meetingélgirements of the NASDAQ. We currently utilizedgresently intend to continue to
utilize these exemptions. As a result, we may aweha majority of independent directors, our notidmeand corporate governance committee
and compensation committee may not consist entoelydependent directors, and these committeesrmoape subject to annual performance
evaluations. Accordingly, our stockholders may ma¢e the same protections as afforded to stockiotifecompanies that are subject to all of
the corporate governance requirements of the NASD@¢@ Item 10, “Directors, Executive Officers aratfibrate Governance.”

We are a holding company with no operations, and rgly on our operating subsidiaries to provide ughwthe funds necessary to meet our
financial obligations and to pay dividend

We are a holding company with no material directragions. Our principal assets are the equity éstsrthat we indirectly hold in our operai
subsidiary, EPL, which owns our operating assessa fesult, we are dependent on loans, dividemdsother payments from EPL, our
operating company and indirect wholly owned sulasidiand from EPL Intermediate, Inc. (“Intermedigteur direct wholly owned
subsidiary, to generate the funds necessary to ovedinancial obligations and to pay dividendsoam common stock. Our subsidiaries are
legally distinct from us and may be prohibited estricted from paying dividends or otherwise makimgds available to us under certain
conditions. Although we do not expect to pay divide on our common stock for the foreseeable futtivee are unable to obtain funds from
our subsidiaries, we may be unable to, or our bosayd exercise its discretion not to, pay dividends.

Under our secured revolving credit facility, Holgjnmay not make certain payments such as castedisd except that it may, inter alia,

(i) pay up to $1 million per year to repurchaseesteem qualified equity interests of Holdings Hajcur past or present officers, directors, or
employees (or their estates) upon death, disabdityermination of employment, (ii) pay under tHeA, and, (iii) so long as no default or ev
of default has occurred and is continuing, (a) made-cash repurchases of equity interests in cdimmewith the exercise of stock options by
directors and officers, provided that those eqintgrests represent a portion of the consideraifahe exercise price of those stock options,
(b) pay up to $2.5 million per year pursuant tacktoption plans, employment agreements, or incerlans, (¢) make up to $5 million in ott
restricted payments per year, and (d) make otlsticted payments, provided that such paymentsavoot cause, in each case, on a pro form
basis, (x) its lease-adjusted consolidated leveraiie to equal or exceed 4.25 times and (y) itssotidated fixed charge coverage ratio to be
less than 1.75 times.

We do not anticipate paying any dividends on ourmmmon stock in the foreseeable future.

We do not expect to declare or pay any cash or diii@lends in the foreseeable future on our comstonk, because we intend to use cash
flow generated by operations to grow our busin@ss.secured revolving credit facility restricts @lnility to pay cash dividends on our
common stock. We may also enter into other cregfit@ments or other borrowing arrangements in thedithat restrict or limit our ability to
pay cash dividends on our common stock.

As a public company, we incur significant costsaomply with the laws and regulations affecting piubtompanies, which could harm ot
business and results of operations.

As a public company, we are subject to the repgpméguirements of the Exchange Act and of the Sm®®xley Act of 2002, as amended (the
“Sarbanes-Oxley Act”), to the listing requiremeafgshe NASDAQ, and to other applicable securitiiegiges and regulations. These statutes
and regulations have increased, and will contiouadrease, our legal, accounting, and financiagiéance costs, and have made, and will
continue to make, some activities more time-consgrand costly, particularly after we cease to b&eamerging growth company,” as defined
in the JOBS Act. For example, these statutes agndatons could make it more difficult
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and costly for us to obtain director and officabiiity insurance, and we may be required to acregced policy limits and coverage or to
incur substantial costs to maintain the same oilaimoverage. These statutes and regulations @stdmake it more difficult for us to attract
and retain qualified individuals to serve on ouatubof directors, on board committees, or as exexufficers. Our management and other
personnel devote a substantial amount of time moptiance initiatives. As a result, managemegtttention may be diverted from other busi
concerns, which could harm our business and operatisults. Although we have hired additional emeés to comply with these
requirements, we may need to hire more employetreifuture, which will increase our costs and exges.

Our management team and other personnel devotestastial amount of time to new compliance initiati, and we may not successfully or
efficiently manage our transition to being a pulsiienpany. To comply with the requirements of beirublic company, including the
Sarbanes—Oxley Act, we may need to undertake v@dotions, such as implementing new internal césmttnd procedures, and hiring
accounting or internal audit staff, which would ueg us to incur additional expenses, and couldhhaur results of operations.

For as long as we are an emerging growth compang, will not be required to comply with certain redorg requirements, including those
relating to accounting standards and disclosure alb@ur executive compensation, that apply to othperblic companies.

We are an “emerging growth company,” as definefaotion 2(a) of the Securities Act, as modifiedhry JOBS Act. As such, we are eligible
to take advantage of certain exemptions from vari@porting requirements that are applicable terglublic companies that are neierging
growth companies,” including, but not limited tatreing required to comply with the auditor atéisih requirements of Section 404(b) of the
Sarbanes—Oxley Act, reduced disclosure obligatiegarding executive compensation in our periodiores and proxy statements, and
exemptions from the requirements of holding a bording advisory vote on executive compensationa@stockholder approval of any gold
parachute payments not previously approved. Wetalgyadvantage of some of these exemptions. Ifayevd do not know if some investors
will find our common stock less attractive as aifes he result may be a less-active trading maifideedur common stock and increased stock
price volatility.

In addition, Section 107 of the JOBS Act providesttan “emerging growth company” can take advantdglee extended transition period
provided in Section 7(a)(2)(B) of the Securities far complying with new or revised accounting stards. In other words, an “emerging
growth company” can delay the adoption of certaicoainting standards until those standards wouldratise apply to private companies. We
have irrevocably elected not to avail ourselvethisf exemption and, therefore, we will be subjedhie same new or revised accounting
standards as other public companies that are netging growth companies.

We can remain an “emerging growth company” foraifite years from our IPO, or until the earliest(af the last day of the first fiscal year in
which our annual gross revenues exceed $1 bil{lonthe date that we become a “large acceleraled &s defined in Rule 12b-2 under the
Exchange Act, which would occur if the market vatdi@ur common stock that is held by non-affiliateseeds $700 million as of the last
business day of our most recently completed sefisoal quarter, or (c) the date on which we hageésl more than $1 billion in non-
convertible debt securities in the preceding threar period.

We have not previously been required to assessffectiveness of our internal control over finandieeporting, and we may identify
deficiencies when we are required to do so.

Section 404(a) of the Sarbanes-Oxley Act requirgmial management assessments of the effectivehegsroal control over financial
reporting, starting with our second annual repie. have not previously been subject to this requéng, and, in connection with the
implementation of the necessary procedures andipeaaelated to internal control over financigloging, we may identify deficiencies. We
may not be able to remediate any future deficienitigime to meet the deadline imposed by the S&db®xley Act for compliance with
Section 404(a).
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In addition, failure to achieve and maintain areefive internal control environment could have dearal adverse effect on our business and
stock price.

The market price and trading volume of our commotosk have been and may be volatile, which coulduled rapid and substantial losses
for our stockholders

Prior to our IPO, there was no public market for common stock. Shares of our common stock wekiaabur IPO in July 2014 at a price of
$15.00 per share, and our common stock has sub#gtraded as high as $41.70. An active, liquiat] arderly market for our common stock
may not be sustained, which could depress thenggglice of our common stock or cause it to be lgigblatile or subject to wide fluctuations.
The market price of our common stock has fluctuatedi may continue to fluctuate, or may declineificantly in the future. Some of the
factors that could negatively affect our sharegudcresult in fluctuations in the price or tradirgume of our common stock include:

» variations in our quarterly or annual operatingitess

« changes in our earnings estimates, if providedlfferences between our actual financial anerafing results and those expected by
investors and analyst

» the contents of published research reports aboat asr industry, or the failure of securities atséd to cover our common stoc
e additions or departures of key management persp

* any increased indebtedness that we may incur ifuthee;

* announcements by us or others and developmentgiaffais;

e actions by institutional stockholdel

« litigation and governmental investigatiol

» legislative or regulatory change

* judicial pronouncements interpreting laws and ragoihs;

» changes in government prograr

e changes in market valuations of similar compar

e speculation or reports by the press or investmemnaunity with respect to us or our industry in gaifie

* announcements by us or our competitors of significantracts, acquisitions, dispositions, strategiationships, joint ventures, or cap
commitments; an

» general market, political, and economic conditiansluding local conditions in the markets in whivk operate
These broad market and industry factors may deers@smarket price of our common stock, regarddéssir actual operating performance.
The stock market in general has from time to tixgegienced extreme price and volume fluctuatiomsluiding recently. In addition, in the
past, following periods of volatility in the overaharket and decreases in the market price of gaoyis securities, securities class action

litigation has often been instituted against tlmhpany. Such litigation, if instituted against asuld result in substantial costs and a diversion
of our management’s attention and resources.

Future offerings of debt or equity securities by nsay adversely affect the market price of our commsiock.

In the future, we may attempt to obtain financiogto further increase our capital resources, byirgy additional shares of our common stock
or by offering other equity securities, or debtliming senior or
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subordinated notes, debt securities convertibteéquity, or shares of preferred stock. Opening cempany-operated restaurants in existing
and new markets could require substantial additioaital in excess of cash from operations. Weld/eupect to finance the capital required
for new company-operated restaurants through a ratibn of additional issuances of equity, corpetiadebtedness, and cash from
operations.

Issuing additional shares of our common stock beoequity securities or securities convertible iequity may dilute the economic and voting
rights of our existing stockholders, reduce thekegprice of our common stock, or both. In a liqatidn, holders of any such debt securities ol
preferred stock, and lenders with respect to dbloerowings, could receive distributions of our dahle assets prior to the holders of our
common stock. Debt securities convertible into ggoould be subject to adjustments in their coneersatios under certain circumstances,
increasing the number of equity securities issuapten conversion. Preferred stock, if issued, chalde a preference with respect to
liquidating distributions, or a preference withpest to dividend payments that could limit our épilo pay dividends to the holders of our
common stock. Our decision to issue securitieinfature offering will depend on market conditicarsd other factors beyond our control tha
may adversely affect the amount, timing, or natfreur future offerings. Thus, holders of our conmstock bear the risk that our future
offerings may reduce the market price of our commstogk and dilute their stockholdings in us.

The market price of our common stock could be negally affected by sales of substantial amounts af common stock in the public
markets.

The market price of our common stock could dectiaa result of sales of a large number of sharesrofommon stock in the market, and the
perception that these sales could occur couldddpoess the market price of our common stock oe@emur ability to raise equity capital.
Following our follow-on offering in November 201dpproximately 34.2% and 19.6% of our outstandimproon stock remains beneficially
owned by Trimaran and Freeman Spogli, respectiweiyg,able to be resold into the public markethienfuture in accordance with the
requirements of Rule 144.

Lock-up periods associated with either our IPOwrfollow-on offering have expired, along with adistrictions associated with stock held by
Trimaran, Freeman Spogli, and certain other stocldns. Shares beneficially owned by Trimaran areeRran Spogli may be sold in the U.S.
public market, subject to prior U.S. registratidmequired, or in reliance upon an exemption fron$. registration, including, in the case of
shares held by affiliates or control persons, cammgpk with the volume and other restrictions ofus#ies Act Rules 144 and 701.

Pursuant to our stockholders agreement, LLC anckiitain instances, Freeman Spogli, may requite {ike registration statements under the
Securities Act at our expense, covering resalesioEommon stock held by them or LLC or piggybankaaregistration statement in certain
circumstances. Any such sales, or the prospeatysach sales, could materially impact the markieepf our common stock. For a further
description of our stockholders agreement, see Ig8niCertain Relationships and Related Transastiand Director Independence—
Stockholders Agreement.”

The future issuance of additional common stock inrmection with our incentive plan, acquisitions, atherwise will dilute all other
stockholdings.

As of February 28, 2015, we had an aggregate oft¥3810 shares of common stock authorized, unissral not reserved for incentive plan
issuance. We may issue all of these shares of consteck without any action or approval by our staalers, subject to certain exceptions.
Any common stock issued in connection with our it plan, the exercise of outstanding stock gystj@r otherwise would dilute the
percentage ownership held by all other stockholders
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Delaware law, our organizational documents, and oexisting and future debt agreements may impedeliscourage a takeover, deprivir
our investors of the opportunity to receive a premri for their shares.

We are a Delaware corporation, and the anti-takepreisions of Delaware law impose various impeglins to the ability of a third party to
acquire control of us, even if a change of controlild be beneficial to our existing stockholdersaddition, provisions of our amended and
restated certificate of incorporation and by-lawesyrmake it difficult for, or prevent, a third parftpym acquiring control of us without the
approval of our board of directors. Among othengjs, these provisions:

« provide for a classified board of directors withggjered thre-year terms
» do not permit cumulative voting in the electiondafectors, which would allow a minority of stockdels to elect director candidat
» delegate the sole power to a majority of the badidirectors to fix the number of directo

» provide the power to our board of directordiltany vacancy on our board of directors, whetlech vacancy occurs as a result of an
increase in the number of directors or otherw

» authorize the issuance “blank chec” preferred stock without any need for action by khadders;
« eliminate the ability of stockholders to call sdeheetings of stockholdetr

» establish advance notice requirements for natitns for election to our board of directors arfiooposing matters that can be acted on
by stockholders at stockholder meetings;

» provide that, on or after the date that LLCss=ato beneficially own at least 40% of the totaksg eligible to be cast in the election of
directors, a 75% supermajority vote will be reqdite amend or repeal provisions relating to, amathgr things, the classification of the
board of directors, the filling of vacancies on bward of directors, and the advance notice remergs for stockholder proposals and
director nominations

In addition, our secured revolving credit facilitgposes, and we anticipate that documents goveminduture indebtedness may impose,
limitations on our ability to enter into changeoaitrol transactions. Under our secured revolvireglit facility, the occurrence of a change of
control transaction can constitute an event of wlefaermitting acceleration of the debt, therebyéding our ability to enter into change of
control transactions.

The foregoing factors, as well as significant commstock ownership by Trimaran and Freeman Spoaglilccimpede a merger, takeover, or
other business combination, or discourage a patantiestor from making a tender offer for our coomstock, which, under certain
circumstances, could reduce the market value oEommon stock.

33



Table of Contents

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

As of December 31, 2014, our restaurant systemisteasof 415 restaurants, comprised of 172 commppgrated restaurants and 243
franchised restaurants, located in California, dmia, Nevada, Texas, and Utah. In addition, we atlyréicense our brand to two restaurants in
the Philippines, the licenses of which are cursesdlt to expire in 2016. We have not included theselicensed restaurants as part of our unit
count as presented in this annual report. The tadllawv sets forth the locations (by state) foreditaurants in operation.

Company-
State Operated Franchisec Total
California 14¢ 21C 35¢
Nevads 19 5 24
Arizona 1 18 19
Texas 2 9 11
Utah 1 1 2
Total 172 243 41F

Our restaurants are either free-standing facilitigsically with drive-thru capability, or in-linéA typical restaurant generally ranges from 2,20
to 3,000 square feet, with seating for approxinyaf@ people. For a majority of our company-operagstaurants, we lease land on which our
restaurants are built. Our leases generally hawestef 20 years, with two or three renewal termfwaf years. Restaurant leases provide for a
specified annual rent, and some leases call fatiaddl or contingent rent based on revenue abpeeified levels. Generally, our leases are
“net” leases that require us to pay a pro rataesbftaxes, insurance, and maintenance costs. \Wel&wproperties, currently operating 12 and
licensing three to franchisees. In addition, werafm160 company-operated restaurants on leaskelstate, an owned operating unit with
additional parking on leased real estate, and hawther 22 leased sites that are subleased onaddig franchisees who operate El Pollo Locc
restaurants. We also have two closed units andihite subleased for uses other than El Pollo Loco.

We lease our headquarters, consisting of approgignadd,890 square feet in Costa Mesa, Califormiaafterm expiring in 2018, plus one five-
year extension option. Our headquarters is locat&b35 Harbor Boulevard, Suite 100, Costa Meskfd@aa 92626, and our telepho
number is (714) 599-5000. We believe that our auroffice space is suitable and adequate for tenitled purposes and our near-term
expansion plans.

ITEM 3. LEGAL PROCEEDINGS

On or about February 24, 2014, a former employled & class action in the Superior Court of theeSté California, County of Orange, agai
El Pollo Loco, Inc. (“EPL"), on behalf of all putaé class members (all hourly employees from 2@lhé present) alleging certain violations
of California labor laws, including failure to payertime compensation, failure to provide mealgsiand rest breaks, and failure to provide
itemized wage statements. The putative lead pfEintequested remedies include compensatory andtipe damages, injunctive relief,
disgorgement of profits, and reasonable attornies and costs. No specific amount of damages sovaghspecified in the complaint. We
were served with the complaint on March 3, 2014il@e intend to vigorously defend against thisagtincluding its class certification, the
ultimate outcome of the case is presently not dateble as it is in a preliminary phase. Thus, wenot at this time determine the likelihoot
an adverse judgment nor a likely range of damagése event of an adverse judgment. Any settleroErdr judgment with a negative outcol
arising from, this lawsuit could have a materialede effect.

We are also involved in various other claims am@l@ctions that arise in the ordinary course aitess. We do not believe that the ultimate
resolution of these other actions will have a mat@dverse effect on our

34



Table of Contents

financial position, results of operations, liqujdior capital resources. A significant increas¢hmnumber of claims, or an increase in amounts
owing under successful claims, could materially addersely affect our business, financial condijtr@sults of operations, and cash flows.

ITEM 4. MINE SAFETY DISCLOSURE
None.
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PART Il
ITEM5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES
Market Information
Our common stock has been listed on the NASDAQ utigesymbol “LOCQO” since July 25, 2014. Prior bat date, there was no established

public trading market for our common stock.

The following table sets forth, for the periodsigaded, the high and low intraday sale prices fora@mmon stock on the NASDAQ, as
reported by the NASDAQ. Such quotations represaetdealer prices without retail markup, markdoamcommission, and may not
necessarily represent actual transactions.

Low High
Fiscal 2014:
Third Quarter (July 25, 20—September 24, 201. $18.4¢ $41.7(
Fourth Quarter (September 25, 2—December 31, 201« $19.8¢ $38.7¢

As of February 27, 2015, the closing price peralwdrour common stock on the NASDAQ was $24.59.

As of February 27, 2015, there were approximat@dlders of record of our common stock. The nundbérolders of record is based upon
the actual number of holders registered at suah alad does not include holders of shares in “stragte” or persons, partnerships, associates
corporations, or other entities in security positiigtings maintained by depositories. As of thmealate, there were approximately 14,250
registered and beneficial accounts.

Dividend Policy

We do not expect to pay dividends in the foreseehlilre because we intend to use cash flow gexteint operations to grow our business.
Any future determination otherwise will be at thHeatletion of our board of directors and depend upamfinancial condition, results of
operations, capital requirements, and other factoraddition, the 2014 Revolver (defined belowstriets our ability to pay dividends. See
Item 7, “Management’s Discussion and Analysis aofdficial Condition and Results of Operations” aethltLA, “Risk Factors—Risks Related
to Ownership of Our Common Stock.”

Issuer Purchases of Equity Securities

In the quarterly period ended December 31, 201dherewe nor any affiliated purchaser made or hadl@on our or its behalf any purchase
equity securities, including for exercise price &mdwithholdings related to awards under our camspéon plans.

Recent Sales of Unregistered Securities

None.
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Stock Performance Graph

The following graph and table illustrate the tatgturn from July 25, 2014, through December 3142@dr (i) our common stock, (ii) the
NASDAQ Composite Total Return Index, and (iii) tB&ndard and Pc's Supercomposite Restaurants Index, assuminghstinent of $10
at the beginning of the period (at the closinggoa our first day of trading of $24.03), reinvestiof dividends, and no transaction costs.

The graph and table are furnished and not fileti thie SEC, and are not incorporated by referertoeginy other filing. They are not a forecast
of future performance.

stock Performance Graph
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NASDAQ
Date LOCO Composite Restaurants Index
July 25, 2014 $100.0( $ 100.0( $ 100.0(
July 30, 201¢ 143.8: 100.3: 100.1:
August 27, 201- 131.2¢ 102.8: 99.3¢
September 24, 201 148.6¢ 102.6: 99.3¢
October 29, 201 152.7: 102.5¢ 99.0¢
November 26, 201 116.3¢ 108.1: 104.8:
December 31, 201 83.1( 107.0z 105.2:
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ITEM 6. SELECTED FINANCIAL DATA

The following tables contain selected historicatgmidated financial data as of and for fiscal 20013, and 2012, derived from our audited
consolidated financial statements included elsewirethis Annual Report. The selected historicadficial data for fiscal 2011 is derived from
audited consolidated financial statements not thetlin this Annual Report. You should read thebtetain conjunction with Item 7,
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations,” and our adlitonsolidated financial statements
and the notes thereto.

Fiscal Year
2014 2013 2012 2011
Statement of Operations Data
Revenue
Compan-operated restaurant rever $ 322,51¢ $ 294,32 $ 274,92 $ 255,36:
Franchise revent 22,34¢ 20,40( 18,68: 17,87
Total revenus 344,86 314,72 293,61( 273,23¢
Cost of operation
Food and paper cos 102,61: 93,58¢ 85,42¢ 78,87
Labor and related expens 80,64¢ 75,66¢ 73,40¢ 69,58¢
Occupancy and other operating exper 68,53¢ 63,15( 61,63¢ 59,26¢
Company restaurant expen: 251,79! 232,40t 220,471 207,72t
General and administrative expen 29,51¢ 25,50¢ 24,45 22,82¢
Franchise expensi 3,704 3,841 3,641 3,86:
Depreciation and amortizatic 11,53¢ 10,21 9,53( 9,61
Loss on disposal of ass¢ 64¢€ 86¢ 96€ 197
Asset impairment and clc-store reserve 1,03: (101) 1,49¢ 2,01/
Total expense 298,23! 272,73 260,55¢ 246,24
Gain on disposition of restaural 2,65¢ 40C — —
Income from operation 49,28¢ 42,39; 33,05: 26,99¢
Interest expense, n 18,06: 36,33¢ 38,89( 37,71¢
Early extinguishment of del 9,71¢ 21,53( — 20,17
Secondary offering expen 667 — — —
Income tax receivable agreement expe 41,38 — — —
Income (loss) before benefit (provision) for incotares (20,545 (15,477) (5,839 (30,897
Benefit (provision) for income taxt 63,00¢ (1,407 (2,029 (1,579
Net income (loss $ 42,46: $ (16,879 $ (7,86%) $ (32,47)
Per Share Data:
Net income (loss) per shs
Basic $ 1.32 $ (0.59) $ (0.29) $ (1.35)
Diluted $ 1.24 $ (0.59) $ (0.279) $ (1.3
Weighted average shares used in computing net ia¢toss) per
share
Basic 32,285,48 28,712,62 28,712,19 24,106,38
Diluted 34,346,24 28,712,62 28,712,19 24,106,38
Consolidated Statement of Cash Flows Dat:
Net cash provided by operating activit $ 26,08t $  19,70( $  19,40¢ $ 6,45¢
Net cash used in investing activiti (21,40) (13,787 (14,997 (3,709
Net cash provided by (used in) financing activi (20,200 (10,389 (1,920 (6,469
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Fiscal Year
2014 2013 2012

Balance Sheet Dat—Consolidated (at period end):

Cash and cash equivale $ 11,49¢ $ 17,01t $ 21,48
Net property®) 82,09( 68,64 64,80¢
Total asset 455,30¢ 416,94: 417,89¢
Total debit@ 165,84¢ 289,24 274,62:
Total stockholder equity $210,40( $ 48,53¢ $ 64,587

(1) Net property consists of property owned, net oLiawglated depreciation and amortizati

(2) Total debt consists of borrowings under thef2B&volver, 2013 Credit Agreements, and 2011 Fimgn&greements (each, as defined in
Item 7, “Management’s Discussion and Analysis ofdficial Condition and Results of Operations—Lignyidind Capital Resources—
Debt and Other Obligatio”), and our capital lease obligatiol
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion should be read in conjiomcwith Item 6, “Selected Financial Data,” and ogonsolidated financial statements and
the notes thereto included elsewhere in this reporaddition to historical information, this disssion contains forwartboking statements th
involve risks, uncertainties, and assumptions tioatld cause actual results to differ materiallyrfrananagement’s expectations. See
“Forward-Looking Statements” and Item 1A, “Risk Fars.” We assume no obligation to update any o$é&®rward-looking statements.

Basis of Presentation

We use a 52- or 53-week fiscal year ending onakeWednesday of each calendar year. Fiscal 2013, 2nd 2014 ended on December 26,
2012, December 25, 2013, and December 31, 201gectgely. In a 52-week fiscal year, each quameludes 13 weeks of operations. In a 53
week fiscal year, the first, second, and third tprareach include 13 weeks of operations, andaimetf quarter includes 14 weeks of
operations. Approximately every six or seven yeab8-week fiscal year occurs. Fiscal 2012 and 2041@ 52-week fiscal years. Fiscal 2014
was a 53-week fiscal year. 53-week years may ca@nues, expenses, and other results of operatidreshigher due to the additional week
of operations. Fiscal years are identified in teigort according to the calendar years in whicly treded. For example, references to fiscal
2014 refer to the fiscal year ended December 31420

Overview

El Pollo Loco is a differentiated and growing restmt concept that specializes in fire-grillinge#-marinated chicken in front of our
customers, operating in the LSR segment. We betleatewe offer the quality of food and dining expace typical of fast casual restaurants
while providing the speed, convenience, and valp&al of traditional QSRs, a combination that vedl tQSR+" and that provides a value-
oriented fast casual dining experience. Our distiranenu features our signature product—citrusinaded fire-grilled chicken—and a variety
of Mexican-inspired entrees that we create fromahicken. We offer our customers healthier altévestto traditional food on the go, served
by our engaging team members in a colorful, bright] contemporary restaurant environment. We sadreidual and family-sized chicken
meals, a variety of Mexican-inspired entrees, sidad, throughout the year, on a limited-time hadternative proteins like shrimp, carnitas,
and beef. Our entrees include favorites such a®ohbtano Avocado Burrito, Under 500 Calorie Mangdl&l Tostada, Ultimate Pollo Bowl,
Baja Shrimp Tacos, and Chicken, Bacon & Guacamul&e®l Quesadilla. Our freshly-prepared salsasdardsings are prepared daily,
allowing our customers to create their favoritesdliaprofiles to enhance their culinary experier@ar distinctive menu with healthier
alternatives appeals to consumers across a widetyaf socio-economic backgrounds and drives @laced day-part mix.

Growth Strategies and Outlook

We plan to continue to expand our business, dageaurant sales growth, and enhance our compgpitisioning, by executing on the
following strategies:

» expand our restaurant ba
* increase our comparable restaurant sales

* enhance operations and leverage our infrastruc

As of December 31, 2014, we had 415 locationsvia tates. In fiscal 2013, we opened two new coyyogerated and five new franchised
restaurants. In fiscal 2014, we opened eleven rmempeany-operated and five new franchised restaueamtss Arizona, California, Nevada,
and Texas. Over the long term, we plan to growntimaber of El Pollo Loco restaurants by 8% to 10%ueatly. To increase comparable
restaurant sales, we plan to
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increase customer frequency, attract new custorartsimprove per-person spend. We believe thatrevevall-positioned for future growth,
with a developed corporate infrastructure capabiupporting a future restaurant base that is gréhtin our existing one. Additionally, we
believe that we have an opportunity to optimizeg€asid enhance our profitability as we benefit freconomies of scale. These growth rates
are not guaranteed.

Key Performance Indicators

To evaluate the performance of our business, viigaufs variety of financial and performance measuifdese key measures include company
operated restaurant revenue, comparable restaakest company-operated average unit volumesurastacontribution, restaurant
contribution margin, new restaurant openings, EBATBnd Adjusted EBITDA. In fiscal 2014, our restants generated company-operated
restaurant revenue of $322.5 million and systenmewsiales of $723.2 million, and system comparabéssacreased 7.0%, consisting of
company-operated restaurant comparable sales gaietiB% and franchised comparable sales growgG%6. The company-operated
comparable sales increase consisted of 2.5% tramsagowth and 3.3% check growth. In fiscal 20fof,company-operated restaurants, our
annual AUV was $1.9 million, restaurant contribatimargin was 21.9%, and Adjusted EBITDA was $62ilian.

Company-Operated Restaurant Revenue

Company-operated restaurant revenue consistsed eifood and beverages in company-operated rastaunet of promotional allowances,
employee meals, and other discounts. Company-agkrastaurant revenue in any period is directlijparfced by the number of operating
weeks in such period, the number of open restasiranti comparable restaurant sales.

Seasonal factors and the timing of holidays causeevenue to fluctuate from quarter to quartern @wenue per restaurant is typically lower
in the first and fourth quarters due to reducedidanand December traffic and higher in the seamithird quarters. As a result of
seasonality, our quarterly and annual results efatons and key performance indicators such apaogrestaurant revenue and comparable
restaurant sales may fluctuate.

Comparable Restaurant Sales

We closely monitor company, franchise, and totatesyn comparable restaurant sales. Comparable rastaales reflect the change in year-
over-year sales for the comparable company, frae¢laind total system restaurant base. We defineamaparable restaurant base to include
those restaurants open for 15 months or longeof A&&cember 31, 2014, December 25, 2013, and Desegt) 2012, there were 160, 165,
and 165 restaurants, respectively, in our comparedainpany-operated restaurant base. As of Decedih@014, December 25, 2013, and
December 26, 2012, there were 237, 227, and 228uresits, respectively, in our comparable franchigestaurant base. This measure
highlights the performance of existing restaurastshe impact of new restaurant openings is exdludemparable restaurant sales growth cal
be generated by an increase in the number of reeklsand/or by increases in the average check amasulting from a shift in menu mix
and/or higher prices resulting from new productprice increases.

Company-Operated Average Unit Volumes

We measure company-operated AUVs on both a weeklyaa annual basis. Weekly AUVs consist of comdaredstaurant sales over a seven
day period from Thursday to Wednesday. Annual Ald¥és calculated using the following methodologysEiwe divide our total net sales for
all company-operated restaurants for the fiscat pgahe total number of restaurant operating wekking the same period. Second, we
annualize that average weekly per-restaurant figle® by multiplying it by 52. An operating week defined as a restaurant open for busines
over a seven-day period from Thursday to WednesHaig. measurement allows management to assesseghengonsumer spending patterns
at our restaurants and the overall performanceiofestaurant base.
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Restaurant Contribution and Restaurant Contributiddargin

Restaurant contribution and restaurant contributiangin are neither required by, nor presented¢do@ance with, GAAP. Restaurant
contribution is defined as company-operated reatduevenue less company restaurant expensesuRegtaontribution margin is defined as
restaurant contribution as a percentage of net aogypperated restaurant revenue. Restaurant cotidmband restaurant contribution margin
are supplemental measures of operating performainmar restaurants, and our calculations thereof ntd be comparable to those reported b
other companies. Restaurant contribution and restagontribution margin have limitations as anabjttools, and you should not consider
them in isolation or as substitutes for analysiswfresults as reported under GAAP. Managemeravi that restaurant contribution and
restaurant contribution margin are important tdotsnvestors, because they are widely-used metvittsin the restaurant industry to evaluate
restaurant-level productivity, efficiency, and merhance. Management uses restaurant contributidmestaurant contribution margin as key
metrics to evaluate the profitability of incremdrgales at our restaurants, to evaluate our remtaperformance across periods, and to evalua
our restaurant financial performance compared withcompetitors.

A reconciliation of restaurant contribution andtaesant contribution margin to company-operatethtgant revenue is provided below:

Fiscal Year
(Dollar amounts in thousands) 2014 2013 2012
Company-operated restaurant revenue $322,51¢ $294,32° $274,92¢
Company restaurant expen 251,79! 232,40t 220,47(
Restaurant contribution $ 70,721 $ 61,91¢ $ 54,45¢
Restaurant contribution margin (¢ 21.%% 21.(% 19.8%

New Restaurant Opening

The number of restaurant openings reflects the mumbnew restaurants opened by us and our fragehiduring a particular reporting period.
Before a new restaurant opens, we and our frarehiseur pre-opening costs, as described below. fdstaurants often open with an initial
start-up period of higher than normal sales volumésch subsequently decrease to stabilized lessv restaurants typically experience
normal inefficiencies in the form of higher fooddapaper, labor, and other direct operating expeasdsas a result, restaurant contribution
margins are generally lower during the start-upgakof operation. The average start-up period affeich our new restaurants’ revenue and
expenses normalize is approximately eight to tweleeks. When we enter new markets, we may be edposstart-up times and restaurant
contribution margins that are longer and lower treftected in our average historical experience.

EBITDA and Adjusted EBITDA

EBITDA represents net income (loss) before inteeggiense, benefit (provision) for income taxesreeiption, and amortization. Adjusted
EBITDA represents net income (loss) before inteeggiense, benefit (provision) for income taxesreeiption, amortization, and items that
do not consider representative of our on-going aijiey performance, as identified in the reconddiatable below.

EBITDA and Adjusted EBITDA as presented in thisgpectus are supplemental measures of our perfoerthatare neither required by, nor
presented in accordance with, GAAP. EBITDA and Atka EBITDA are not measurements of our finanaafggmance under GAAP and
should not be considered as alternatives to netilrc(loss), operating income, or any other perfolceaneasures derived in accordance with
GAAP, or as alternatives to cash flow from opeigictivities as a measure of our liquidity. In didal, in evaluating EBITDA and Adjusted
EBITDA, you should be aware that in the future wi# ivcur expenses or charges such as those adatgdtb calculate EBITDA and Adjusted
EBITDA. Our presentation of EBITDA and Adjusted HBIA should not be construed as an inference thafudure results will be unaffected
by unusual or nonrecurring items.

42



Table of Contents

EBITDA and Adjusted EBITDA have limitations as aytidal tools, and you should not consider thenswlation, or as substitutes for analysis
of our results as reported under GAAP. Some ofdliiesitations are (i) they do not reflect our castpenditures, or future requirements for
capital expenditures or contractual commitmenigsth{ey do not reflect changes in, or cash requinets for, our working capital needs,

(iii) they do not reflect the significant interestpense, or the cash requirements necessary ioesarterest or principal payments, on our debt,
(iv) although depreciation and amortization are-oash charges, the assets being depreciated amtizadavill often have to be replaced in
the future, and EBITDA and Adjusted EBITDA do neflect any cash requirements for such replaceméntthey do not adjust for all non-
cash income or expense items that are reflectedristatements of cash flows, (vi) they do notefthe impact of earnings or charges
resulting from matters we consider not to be intieaof our on-going operations, and (vii) othenmganies in our industry may calculate these
measures differently than we do, limiting their fudess as comparative measures.

We compensate for these limitations by providingcsiic information regarding the GAAP amounts exigld from such non-GAAP financial
measures. We further compensate for the limitatiorair use of non-GAAP financial measures by pnéag comparable GAAP measures
more prominently.

We believe that EBITDA and Adjusted EBITDA faciliteoperating performance comparisons from periquetaod by isolating the effects of
some items that vary from period to period withamy correlation to core operating performance at #ary widely among similar companies.
These potential differences may be caused by v@mgtn capital structures (affecting interest eng®), tax positions (such as the impact on
periods or companies of changes in effective téesrar net operating losses) and the age and beledation of facilities and equipment
(affecting relative depreciation expense). We plssent EBITDA and Adjusted EBITDA because (i) vefidve that these measures are
frequently used by securities analysts, investodsaiher interested parties to evaluate companiesri industry, (ii) we believe that investors
will find these measures useful in assessing ollityato service or incur indebtedness, and (i@ wse EBITDA and Adjusted EBITDA
internally as benchmarks to compare our performémdeat of our competitors.

The following table sets forth reconciliations @IEDA and Adjusted EBITDA to our net income (loss):

Fiscal Year

2014 2013 2012
Net income (loss) $ 42,46 $(16,879) $(7,865)
Non-GAAP adjustments
(Benefit) provision for income taxt (63,009) 1,401 2,027
Interest expense, n 18,06: 36,33« 38,89(
Depreciation and amortizatic 11,53¢ 10,21 9,53(
EBITDA $ 9,05t $ 31,07t $42,58:
Stock based compensation expe® 1,09¢ 822 86C
Management fee®) 342 624 61z
Loss on disposal of assec) 64€ 86¢ 96€
Impairment and closured) 1,03: (101 1,49¢
Early extinguishment of del® 9,71¢ 21,53( —
Gain on disposition of restaurai( (2,65¢) (400) —
Secondary offering expen(9) 667 — —
Income tax receivable agreement expeh) 41,38: — —
Tax credit expensl) 41E — —
Pre-opening cost® 1,21t 201 32C
Adjusted EBITDA $ 62,90¢ $ 54,61¢ $46,83¢

(&) Includes no-cash, stoc-based compensatio
(b) Includes management fees and other out-of-pgamets paid to affiliates of Trimaran and FreerS8aogli up through our IPO. This
agreement was cancelled in conjunction with the.|
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(c) Loss on disposal of assets includes the lostisposal of assets related to retirements andceepient or write-off of leasehold
improvements or equipmet

(d) Includes costs related to impairment of longedi assets and closing restaurants. In 2013, vexsed a portion of the close-store reserve:
established in 2012, due to our subleasing, in 26fl8ne of the reserved restaurants at a lowecasttthan originally estimate

(e) Includes costs associated with our debt refimgntransactions in December 2014 and October 20&i3he repayment of our 2013
Second Lien Term Loan with a portion of the proceetiour IPO in July 201«

() On September 24, 2014, we completed an agreetmaell six company-operated restaurants in thatgr San Antonio area. This sale
resulted in cash proceeds of $5.4 million, a deergrto goodwill of $650,000 and a net gain of $&illion. These six restaurants will
now be franchisec

(@) Includes costs related to our secondary offeringt@tk on November 25, 201

(h) On July 30, 2014, we entered into the TRA. Hgseement calls for us to pay to our pre-IPO siolders 85% of the savings in cash that
we realize in our taxes as a result of utilizing net operating losses and other tax attributefbatable to preceding perioc

(i) Consists of the cost to obtain the tax creditsorded in the third and fourth quarters of 2617 million of tax benefits were recorded to
tax provision in the third and fourth quarte

() Pre-opening costs are a component of general and astnaitive expenses, and consist of costs direcga@ated with the opening of n
restaurants and incurred prior to opening, inclgdiranagement labor costs, staff labor costs duraiging, food and supplies used
during training, marketing costs, and other relggegtopening costs. These are generally incurred ine three to five months prior to
opening. Pr-opening costs also include occupancy costs incureddeen the date of possession and the openiedated restauran

Highlights and Trends
Comparable Restaurant Sales

In fiscal 2014, 2013, and 2012, comparable restdgaes system-wide increased 7.0%, 7.0%, and,9&¥pectively. Comparable restaurant
sales growth reflects the change in year-over-gakes for the comparable restaurant base. A restaanters our comparable restaurant base
the first full week after its 15-month anniversa®ystem-wide comparable restaurant sales inclustaurnt sales at all comparable company-
operated restaurants and at all comparable fraedhestaurants, as reported by franchisees. Cobilpasstaurant sales at company-operated
restaurants increased 5.8% in fiscal 2014, 5.3fisdal 2013, and 8.6% in fiscal 2012. In fiscal 20the increase in company-operated
comparable restaurant sales was primarily the re$aln increase in average check size of 3.3%aandcrease in traffic of 2.5%. In fiscal
2013, the increase in company-operated comparablaurant sales was driven by an increase in aetaerk size of 2.7% and by traffic
growth of 2.6%. In fiscal 2012, the increases iarage check size and in transactions growth wé @&nd 2.6%, respectively, for company-
operated restaurants in our comparable base.dal 2914, 2013, and 2012, comparable restaurags salfranchised restaurants increased
8.0%, 8.8%, and 11.0%, respectively.

Restaurant Developmet

Since 2011, we have focused on repositioning camdyrimproving operational efficiency and brand eemass, strengthening our managemen
team, and refinancing our indebtedness in prear&orr future growth. New restaurant developmemixisected to be a key driver of our
growth strategy. In fiscal 2014, we opened elev@ngany-operated restaurants, and our franchisessedfive new restaurants. From time to
time, we and our
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franchisees close restaurants. In fiscal 2014, vdecair franchisees each closed one restaurant.edSiaurant counts at the end of each of the
last three years are as follows:

Fiscal Year
2014 2013 2012

Company-operated restaurant activity:

Beginning of perioc 16¢ 16¢ 16E
Openings 11 2 4
Restaurant sale to franchis (6) — —
Closures o e =
Restaurants at end of peri 172 16¢€ 16¢
Franchised restaurant activity:

Beginning of perioc 23¢ 22¢ 22¢
Openings 5 5 3
Restaurant sale to franchis 6 — —
Closures ) I () I )
Restaurants at end of peri 243 233 22¢
Total restaurant activity:

Beginning of perioc 401 39¢ 394
Openings 16 7 7
Closures I B ) I )]
Restaurants at end of peri 41F 401 39¢

Restaurant Remodelin

We and our franchisees commenced our remodelingramoin 2011 and, as of December 31, 2014, togethdrad remodeled 85 company-
operated and 129 franchised restaurants, or 21dmywide, over 50% of our restaurant system. Retirggles a use of cash and has
implications for our net property and depreciatioe items on our consolidated balance sheets ttensents of operations, among others. Th
cost of our restaurant remodels varies dependinh@scope of work required, but on average thestment is $270,000 per restaurant. We
believe that our remodeling program will resulhigher restaurant revenue and a strengthened brand.

2014 Refinancing

In December 2014, we refinanced our $15 milliostfiien revolving credit facility (the “2013 Revay’) and a $190 million first lien term loe
facility (the “2013 First Lien Term Loan,” and, teiiper with the 2013 Revolver, the “2013 First L@&redit Agreement”) by entering into a
$200 million first lien revolving credit facilitytie “2014 Revolver”) (such refinancing, the “201dfiRancing”). The 2014 Revolver carries
longer maturities and lower interest rates tharinbebtedness that it replaced. Following the cetiph of the 2014 Refinancing, our interest
expense declined by approximately $6 million oraanualized basis, or approximately 17% of our $3@ilBon of interest expense in fiscal
2013.

2013 Refinancing

In October 2013, we refinanced our $12.5 milliastflien revolving credit facility, $170 millionrt lien term loan facility, and $105 million
17% Second Priority Senior Secured Notes due 2€dl&¢tively, the “2011 Financing Agreements”) hytering into the 2013 First Lien
Credit Agreement and a $100 million second liemtéyan facility (the “2013 Second Lien Term Loaarid, together with the 2013 First Lien
Credit Agreement, the “2013 Credit Agreements”cstefinancing, the “2013 Refinancing”). The 2012dit Agreements carried
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longer maturities and lower interest rates tharindebtedness that they replaced. Following theptetion of the 2013 Refinancing, our
interest expense declined by approximately $171Bomion an annualized basis, or approximately 4%%ur $36.3 million of interest expense
in fiscal 2013. We repaid in full the 2013 Seconen_Term Loan with the majority of the net proce&dsn our IPO.

Critical Accounting Policies and Use of Estimates

The preparation of our consolidated financial stegits in accordance with GAAP requires us to makienates and judgments that affect our
reported amounts of assets, liabilities, revennd,expenses, and related disclosure of contingeetsand liabilities. We base our estimate
historical experience and on various other assumgtihat we believe to be reasonable under cuchenimstances in making judgments about
the carrying value of assets and liabilities ttratrzot readily available from other sources. Wduata our estimates on an on-going basis.
Actual results may differ from these estimates umliiferent assumptions or conditions.

Accounting policies are an integral part of ouafigial statements. A thorough understanding oftlaesounting policies is essential when
reviewing our reported results of operations andfimancial position. Management believes thatdtical accounting policies and estimates
discussed below involve the most difficult managetjedgments, due to the sensitivity of the methaad assumptions used. Our significant
accounting policies are described in Note 2 toamnsolidated financial statements included elsea/hethis report.

Revenue Recoghnitio

We record revenue from company-operated restauaarftsod and beverage products are delivered tormass and payment is tendered at the
time of sale. We present sales net of sales-retatext and promotional allowances. In the caséfofard sales, we record revenue when the
gift card is redeemed by the customer. We recoydlties from franchised restaurant sales basedpmar@entage of restaurant revenues in the
period that the related franchised restaurant®maes are earned. Franchise fees and area develojemee are recognized as income when all
material services or conditions relating to the sdlthe franchise have been substantially perfdraresatisfied by us. Both franchise fees and
area development fees generally are recognizettamie upon the opening of a franchised restauramp@n termination of the related
agreements.

Goodwill and Indefinite-Lived Intangible Assets, e
Intangible assets consist primarily of goodwill areblemarks.

We do not amortize our goodwill and indefinite-livimtangible assets. We perform an annual impaitriest for goodwill during the fourth
fiscal quarter of each year, or more frequentiynipairment indicators arise. For our annual goodwipairment assessment at December 31,
2014, we performed a qualitative assessment antluaed that the fair value of the reporting unitaoich goodwill was assigned exceeded
book equity. Accordingly, we did not identify angagwill impairment.

We perform an annual impairment test for indefitited intangible assets during the fourth fiscahger of each year, or more frequently if
impairment indicators arise. For our impairment fesindefinite-lived intangible assets at Decem®g, 2014, we performed a qualitative
assessment and concluded that the fair value ohttedinite-lived intangible assets exceeded thairying value and that there was no
impairment.

These assumptions used in our estimates of faievale generally consistent with past performandesae also consistent with the projections
and assumptions that we use in our forward-lookipgrating plans. These assumptions are subjebtoge as a result of changing economic
and competitive conditions. Changes in these egisrand assumptions could materially affect ouemeinations of fair value and impairme
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Long-Lived Assets

We state the value of our property and equipmeantuding primarily leasehold improvements and nestat equipment, furniture, and fixtures,
at cost, minus accumulated depreciation and anabidiz We calculate depreciation using the straligiet method of accounting over the
estimated useful lives of the related assets. Wartie our leasehold improvements using the sttdigh method of accounting over the
shorter of the lease term (including reasonablyrassrenewal periods) or the estimated useful lofebe related assets. We expense repairs
and maintenance as incurred, but capitalize majprovements and betterments. We make judgmentestindates related to the expected
useful lives of those assets that are affectedbtpfs such as changes in economic conditions lages in operating performance. If we
change our assumptions in the future, we may bdinedjto record impairment charges for these assets

Insurance Reserve

We are responsible for workers’ compensation, gdnand health insurance claims up to a specifieduat. We maintain a reserve for
estimated claims both reported and incurred buteymrted, based on historical claims experienceatiner assumptions. In estimating our
insurance accruals, we utilize independent actuestamates of expected losses, which are basethtistical analyses of historical data. Our
actuarial assumptions are closely monitored andiséeljl when warranted by changing circumstanceaul@lotaims occur or medical costs
increase in greater amounts than we have expeatedjals may not be sufficient, and we may recddit@nal expenses.

Accounting for Lease Obligation

We lease a substantial number of our restaurapiepties. At the inception of each lease, we evaltla property and the lease to determine
whether the lease is an operating lease or a tégmte. This lease accounting evaluation may recignificant judgment in determining the
fair value and useful life of the leased properig the appropriate lease term. The lease termfosélde evaluation includes renewal option
periods only in instances in which the exercisthefrenewal option can be reasonably assured betaillge to exercise such an option would
result in an economic penalty. Such an economialpewould typically result from our having to alwhom a building or fixture with remaining
economic value upon vacating a property.

Franchise Operations

We sublease a number of restaurant propertiesrtianchisees. As such, we remain principally kaefadr the underlying leases. If sales trends
or economic conditions worsen for our franchiséesiy financial health may worsen, our collectiates may decline, and we may be requirec
to assume the responsibility for additional leazgnpents on what are presently franchised restairant

Income Taxes

We use the asset and liability method of accourftingncome taxes. Deferred tax assets and ligdsliare determined based on temporary
differences between the financial carrying amoanis the tax basis of assets and liabilities usiveg®d tax rates in effect in the years in w
the temporary differences are expected to rev&isef December 31, 2014, we had federal and sttteperating loss (“NOL") carryforwards
of $116 million and $134 million, respectively. HeNOLSs expire beginning in 2025 and 2015, respelgti

A valuation allowance is required when there isigigant uncertainty as to the realizability of dafd tax assets. The ability to realize defe
tax assets is dependent upon our ability to geaex#ficient taxable income within the carryforwgretiods provided for in the tax law for e:
tax jurisdiction. We have considered the followjaggsible sources of taxable income when assedsingalization of our deferred tax assets:

» future reversals of existing taxable temporaryeatighces

» future taxable income or loss, exclusive of reveggemporary differences and carryforwat
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* tax-planning strategies; ar

» taxable income in prior carryback yee

At December 25, 2013, we maintained a full valuaatiowance against our deferred tax assets. &ftaluating all of the positive and negat
evidence, including our continued income from opiers, reduction in interest expense resulting ftom2014 and 2013 refinancing of debt
and from our completed IPO and the resultant regayrof the 2013 Second Lien Term Loan, we concluliatlit was more likely than not tt
our deferred tax assets would be recovered. Asudtyén fiscal 2014, we released our valuationwadince totaling approximately $65 million.
We had previously maintained a full valuation allowge on our deferred tax assets, as we had beenenging continuing taxable losses, and
accordingly did not recognize a benefit for NOLrgérwards or other deferred tax assets in fis€dland 2012.

We will continue to reevaluate the continued nescefther a full or partial valuation allowance.l®eant factors include:
e current financial performanc
» our ability to meet shc-term and lon-term financial and taxable income projectia
» the overall market environment; a

» the volatility and trends in the industry in whiale operate

All of the factors that we consider in evaluatingattment of a deferred tax asset valuation allowameolve significant judgment. For example,
there are many different interpretations of “cuntivlalosses in recent years” that can be used., Algoificant judgment is involved in making
projections of future financial and taxable incomgpecially because our financial results are agmtly dependent upon industry trends. Any
change in our valuation allowance will significanitnpact our financial results in the period oftthhange.

When there are uncertainties related to potenmt@ime tax benefits, in order to qualify for recdgmi, the position we take has to have at leas
a “more likely than not” chance of being sustaifleaised on the position’s technical merits) uporlehge by the responsible authorities. The
term “more likely than not” means a likelihood obra than 50%. Otherwise, we may not recognize &tiyeopotential tax benefits associated
with that position. We recognize a benefit forapasition that meets the “more likely than nofiterion as the largest amount of tax benefit
that is greater than 50% likely to be realized up®effective resolution. Unrecognized tax bersefitvolve our judgment regarding the
likelihood of a benefit being sustained. The firedolutions of uncertain tax positions could resulidjustments to recorded amounts and &
our results of operations, financial position, @agh flows. However, we anticipate that any sughstishents would not materially impact our
financial statements.

On July 30, 2014, we entered into the TRA. The Tda#s for us to pay to our pre-IPO stockholders 8F%he savings in cash that we realize
in our taxes as a result of utilizing our net ofiegplosses and other tax attributes attributablpreceding periods. In connection with the TRA
we amended the 2013 First Lien Credit Agreemepetmit dividend payments to us by our subsidianesmounts up to $11 million per fiscal
year, not to exceed $33 million in the aggregatdlenthe 2013 First Lien Credit Agreement was anding. In fiscal 2014, we incurrt

charges totaling approximately $41 million relatboghe present value of our total estimated TRpnpents. We are permitted to make TRA
payments under the 2014 Revolver. The TRA charggtbfmillion is a permanent add-back to the Comsatakable income that resulted in
approximately $14 million of tax expense for 2014.

In addition, we applied for various tax creditsttresulted in $6.7 million of additional deferrexktassets and tax benefits.
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Stock-Based Compensation

We measure and recognize compensation expendeefestimated fair value of stock options for empksyand non-employee directors and
similar awards based on the grant-date fair vafubeoaward. For options that are based on a sereguirement, the cost is recognized on a
straight-line basis over the requisite servicegabrusually the vesting period. The options grameiscal 2012 had a three-year vesting perioc
(with 25% of the options vesting immediately), vehihe options granted in fiscal 2013 and 2014 hfadiayear vesting period. For options t
are based on performance requirements, costs@rgmieed over the periods to which the performanniteria relate.

In order to calculate our stock options’ fair vawd the associated compensation costs for shaesttmwards, we utilize the Black—Scholes
option pricing model, and we have developed est@mat various inputs including forfeiture rate, efed term, expected volatility, and risk-
free interest rate. These assumptions generallyireegignificant judgment. The forfeiture rate &sbkd on historical rates and reduces the
compensation expense recognized. The expecteddeimptions granted is derived using the “simptifienethod, in accordance with SEC
guidance. Expected volatility is estimated usingrfoublicly-traded peer companies in our marketgaty. These are selected based on
similarities of size and other financial and opieradl characteristics. Volatility is calculated kviteference to the historical daily closing equity
prices of our peer companies, prior to the grate,daver a period equal to the expected term. Vitrilzde the risk-free interest rate using the
implied yield for a U.S. Treasury security with stent maturity and a remaining term equal to theeeted term of our employee stock optic
We do not anticipate paying any cash dividendsHerforeseeable future and therefore use an expdotielend yield of zero for option
valuation purposes.

The following table summarizes the assumptiongirgldo our stock options for fiscal 2014, 2013d£012.

Fiscal Year
2014 2013 2012
Risk-free interest rates 1.70% to 1.72¢ 1.15% to 1.99¢ 1.02%
Expected tern 5.75 year 6.25 year 5.75 year
Expected dividend yiel 0% 0% 0%
Volatility 32.4% to 41.0¢ 40.6% 39.0%

If in the future we determine that another methohore reasonable, or if another method for calingdhese input assumptions is prescribed
by authoritative guidance, and, therefore, shoeldised to estimate volatility or expected life, fhie value calculated for our stock options
could change significantly. Higher volatility ammhiger expected lives result in an increase to shasled compensation expense determined a
the date of grant. Stock-based compensation ex@dfess our general and administrative expense.

We estimate our forfeiture rate based on an arsabfsbur actual forfeitures and will continue takiate the appropriateness of the forfeiture
rate based on actual forfeiture experience, arabffstmployee turnover behavior, and other factohmnges in the estimated forfeiture rate
have a significant effect on reported stock-bagedpensation expense, as the cumulative effectjobtudg the rate for all expense
amortization is recognized in the period the fdties estimate is changed. If a revised forfeitate is higher than the previously-estimated
forfeiture rate, an adjustment is made that walulein a decrease to the stock-based compensatimense recognized in the financial
statements. If a revised forfeiture rate is loviamt the previously-estimated forfeiture rate, gnstchent is made that will result in an increase
to the stock-based compensation expense recoginizkd financial statements. The effect of forfestadjustments was insignificant in fiscal
2014, 2013, and 2012. We will continue to use $iggmt judgment in evaluating the expected terntatiity, and forfeiture rate related to our
stock-based compensation.
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Recent Accounting Pronouncemen

Recent accounting pronouncements are describedti& Ato our consolidated financial statementalitet! elsewhere in this report.

Key Financial Definitions
Revenue

Our revenue is derived from two primary sourcesnpany-operated restaurant revenue and franchiseuey the latter of which is comprised
primarily of franchise royalties and, to a lesseeat, franchise fees and sublease rental income.

Food and Paper Costs

Food and paper costs include the direct costs ia$edavith food, beverage and packaging of our nigsms. The components of food and
paper costs are variable in nature, change wittssadlume, are impacted by menu mix, and are sutgjéacreases or decreases in commaodity
costs.

Labor and Related Expenst

Labor and related expenses include wages, pageabt workers’ compensation expense, benefitsbandses paid to our restaurant
management teams. Like other expense items, weebgl®r costs to grow proportionately as our nastat revenue grows. Factors that
influence labor costs include minimum wage and plhyax legislation, the frequency and severitywafrkers’compensation claims, health ¢
costs, and the performance of our restaurants.

Occupancy Costs and Other Operating Expenses

Occupancy costs include rent, common area maintenamd real estate taxes. Other restaurant opgextjpenses include the costs of utilities
advertising, credit card processing fees, restawaguplies, repairs and maintenance, and otheauesit operating costs.

General and Administrative Expenses

General and administrative expenses are comprisexpbenses associated with corporate and admitiverfunctions that support the
development and operations of our restaurantsjdita) compensation and benefits, travel expensesk sompensation costs, legal and
professional fees, and other related corporatescAsdo included are pre-opening costs, and expgeaisave the restaurant level, including
salaries for field management, such as area anchagnanagers, and franchise field operationapetip

Franchise Expenses

Franchise expenses are primarily comprised ofeepénses incurred on properties leased by us andstiblet to franchisees, and expenses
incurred in support of franchisee information tealogy systems.

Depreciation and Amortizatiot

Depreciation and amortization primarily consistlué depreciation of fixed assets, including leakkloprovements and equipment.

Loss on Disposal of Asse

Loss on disposal of assets includes the loss qosi of assets related to retirements and replacean write-off of leasehold improvements
or equipment.
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Asset Impairment and Clo-Store Reserves

We review long-lived assets such as property, egeig, and intangibles on a unit-by-unit basis fopairment when events or circumstances
indicate a carrying value of the assets that mayaagecoverable, and record an impairment chatgvappropriate. Closure costs include
non-cash restaurant charges such as up-front érgeofsunpaid rent remaining on the life of a lease

Interest Expense, Ne

Interest expense, net, consists primarily of irdeo® our outstanding debt. Debt issuance costaracetized at cost over the life of the related
debt.

Early Extinguishment of Deb

In October 2013, we refinanced the 2011 FinanciggeAments by entering into the 2013 Credit Agreemavhich included longer maturities
and lower interest rates than the indebtednessteatreplaced. The proceeds from our IPO in JQi42were primarily used to repay the 2013
Second Lien Term Loan. In December 2014, we refindrour then-existing debt, replacing the 2013 Revand the 2013 First Lien Term
Loan with the 2014 Revolver. As a result of the 2REfinancing, the repayment of the 2013 Second Tierm Loan, and the 2014
Refinancing, in both fiscal 2014 and 2013 we inedrcharges for prepayment penalties and feespeatiium, accelerated accretion, and write
off of deferred financing costs and fees and oforized discount.

Benefit (Provision) for Income Taxe

Benefit (provision) for income taxes consists afdeal and state taxes on our income.
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Results of Operations
Fiscal Year 2014 Compared to Fiscal Year 2013

Our operating results for the fiscal years endedelb®er 31, 2014, and December 25, 2013, in abs@utes and expressed as a percentage c
total revenue, with the exception of cost of operat and company restaurant expenses, which aressaqu as a percentage of company-
operated revenue, are compared below:

Fiscal Year
2014 2013
(53-Weeks) (52-Weeks) Increase / (Decrease
($,000) (%) ($,000) (%) ($,000) (%)

Statement of Operations Data
Revenue
Compan-operated restaurant rever $322,51¢ 93.5  $294,32° 93t  $28,18¢ 9.€
Franchise revent 22,34¢ 6.5 20,40( 6.5 1,94¢ 9.5
Total revenus 344,86: 100.( 314,72 100.( 30,13« 9.€
Cost of operation
Food and paper cos 102,61: 31.¢ 93,58¢ 31.¢ 9,022 9.€
Labor and related expens 80,64¢ 25.C 75,66¢ 25.7 4,97 6.€
Occupancy and other operating exper 68,53¢ 21.2 63,15( 21.t 5,38¢ 8.5
Company restaurant expen: 251,79! 78.1 232,40¢ 79.C 19,38 8.2
General and administrative expen 29,51¢ 8.€ 25,50¢ 8.1 4,01z 15.7
Franchise expensi 3,70¢ 1.1 3,841 1.2 (137) (3.6
Depreciation and amortizatic 11,53¢ 3.3 10,21: 3.2 1,32¢ 13.C
Loss on disposal of ass¢ 64€ 0.2 86¢ 0.2 (222) (25.6)
Asset impairment and clc-store reserve 1,03: 0.3 (107 (0.0 1,13¢ (1,122.9)
Total expense 298,23! 86.5 272,73! 86.7 25,50( 9.2
Gain on disposition of restaural 2,65¢ 0.€ 40C 0.1 2,25¢ 564.t
Income from operation 49,28¢ 14.¢ 42,39; 13.t 6,89: 16.c
Interest expense, n 18,06: 5.2 36,33¢ 11.F (18,277) (50.9)
Early extinguishment of del 9,71¢ 2.8 21,53( 6.€ (11,819 (54.9
Secondary offering expen 667 0.2 — — 667 —
Income tax receivable agreement expe 41,38: 12.C — — 41,38: —
Income (loss) before benefit (provision) for incotares (20,545 (6.0 (15,477 4.9 (5,079 32.¢
Benefit (provision) for income taxt 63,00¢ 18.2 (1,407 (0.9 (64,409  (4,597.9)
Net income (loss $ 42,46: 12.¢ $(16,879) (5.4 $59,33¢ (351.7)

Company-Operated Restaurant Revenue

In fiscal 2014, company-operated restaurant revémreased $28.2 million, or 9.6%, due primarilyatoincrease in company-operated
comparable restaurant sales of $16.8 million, 8%6.The growth in company-operated comparable westd sales was due primarily to an
increase in average check size of 3.3% and anaseri traffic of 2.5% compared to the prior y&osmpany-operated restaurant revenue was
also favorably impacted by $8.8 million of additbsales from new restaurants and $4.6 milliortHeradditional week of operations in a 53-
week fiscal year, and was partially offset by $@ilion of lost sales from closed restaurants wiogkerated for the full year in fiscal 2013.
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Franchise Revent

In fiscal 2014, franchise revenue increased $1I18omj or 9.5%. This increase was due primarilyrtoreases in franchised comparable
restaurant sales of 8.0%, $0.3 million relatechtoliuyout of a sublease agreement in which theliiaae entered into a direct lease with the
landlord of the property, $0.1 million for the atioihal week of franchise revenue recognized in-avg8k fiscal year, and $0.1 million in hig
franchise agreement renewal fees. This increaseaially offset by the negative impacts of thestire of one franchised restaurant in eac
fiscal 2014 and 2013.

Food and Paper Cos

Food and paper costs increased $9.0 million irafi2014, due to an $8.0 million increase in foodts@nd a $1.0 million increase in paper
costs. This increase was due primarily to hightrsseolume and to higher commodity costs. Foodmapkr costs as a percentage of company
operated restaurant revenue were 31.8% in botal f&¥14 and 2013. This percentage was flat duégteeh commodity costs, offset by
increases in average check size, due to menuipgoeases in the fourth quarter of 2013 and threl #and fourth quarters of 2014.

Labor and Related Expens

Payroll and benefit expenses increased $5.0 miifidiscal 2014, compared to fiscal 2013. This @ase was due primarily to increased labor
costs resulting from higher sales volume, additided@or needs arising from the opening of eleven restaurants in fiscal 2014 and two new
restaurants in fiscal 2013, and a minimum wagee@se in California in the third quarter of fisc@lla. These increases were patrtially offset by
lower medical insurance costs, due to lower claet/ity. Payroll and benefit expenses as a peaggndf company-operated restaurant
revenue were 25.0% in fiscal 2014, compared to%5tvfiscal 2013. This decrease was due primagilytreased revenue, the relatively fixed
nature of restaurant management labor costs, nétriipcreases, and lower medical insurance costs.

Occupancy and Other Operating Expenses

Occupancy and other operating expenses increasédrifiion in fiscal 2014, compared to fiscal 20T3iis increase was due primarily to (i) a
$1.4 million increase in utility costs, due primtatio higher gas and electric costs and additiomisity costs as a result of new restaurants
opened in 2014 and 2013, (ii) a $2.1 million inse& advertising costs, which drove higher safesta additional advertising contributions in
the Los Angeles market in the second and parteftthid quarter of 2014, (iii) a $1.0 million in@®e in occupancy costs, due primarily to
increased rent, as a result of new restaurantsedpier2014 and 2013, and (iv) a $0.9 million inseea operating expense, resulting primarily
from higher credit and debit card processing fegs\arious other operating-related expenses. Ocoypand other operating expenses as a
percentage of compargperated restaurant revenue were 21.3% in fisced, 2bmpared to 21.5% in fiscal 2013. This decréapeimarily due
to higher revenue and the relatively fixed natureazupancy costs, partially offset by the highguenses discussed above.

General and Administrative Expenses

General and administrative expenses increasedn$ithion in fiscal 2014. The increase was due priilgao (i) a $2.1 million increase in

payroll expense, due primarily to an increase ipamte employees and an additional week of ommrafpayroll expense recognized for a fifty
third week in fiscal 2014, partially offset by lormedical costs, due primarily to lower medicalmis activity, (ii) a $0.8 million increase in
professional fees, due primarily to costs assodiafiéh our IPO and with securing federal and statecredits, and (i) a $1.0 million increase
in restaurant opening costs, due primarily to iasegl company-operated restaurant openings in Z0ddnapared to 2013. General and
administrative expenses as a percentage of tatahtee were 8.6% in fiscal 2014, compared to 8.1%sa@al 2013. This increase was due
primarily to the higher costs noted above, pastiaffset by increased revenue.
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Gain on Disposition of Restaurants

On September 24, 2014, we completed an agreemsatl tgix company-operated restaurants in the gré&sdn Antonio area to AA Pollo,
resulting in cash proceeds of $5.4 million. Gootlwés decremented by $650,000, based on a caloulatithe fair value of the restaurants
sold relative to the fair value of the reportingturtained. We recognized a net gain of $2.7 omllon this transaction, which is recorded as a
gain on disposition of restaurants in the accomipanstatement of operations. These six restauaptaow included in our franchised
restaurant totals.

Interest Expense, N

Interest expense, net, decreased $18.3 milliors@alf2014, compared to fiscal 2013. This decreasedue primarily to the 2013 Refinancing,
which reduced the interest rate on our debt, ta¢payment of the 2013 Second Lien Term Loan Wit proceeds, and to the 2014
Refinancing in the fourth quarter of fiscal 2014igh further reduced the interest rate on our debt.

Early Extinguishment of Del

The proceeds from our IPO in July 2014 were prilparsed to repay the 2013 Second Lien Term Loacohjunction with this repayment, we
incurred an extinguishment of debt charge of $5illiam, consisting of $1.5 million in call premiun$2.7 million related to the write-off of
remaining unamortized deferred finance costs, &4 fillion relating to the write-off of unamortideliscount. In December 2014, in
conjunction with our 2014 Refinancing, the 2013Firien Term Loan was repaid in full, which resdlie a $4.6 million extinguishment of
debt charge, consisting of $3.9 million relatedh®s write-off of deferred financing costs and $iflion related to the writeff of unamortize
discount.

Secondary Offering Expense

After our IPO in July 2014, we had a follow-on offey of shares on November 25, 2014. In conjunciiith this secondary offering, we
incurred approximately $0.7 million in charges fmderwriting discounts, commissions, and profesdifees and expenses related to this
transaction.

Income Tax Receivable Agreem

On July 30, 2014, we entered into the TRA (see i&n‘Certain Relationships and Related Transastiand Director Independence—Income
Tax Receivable Agreement”). The TRA calls for up&y to our pre-IPO stockholders 85% of the savingash that we realize in our taxes ac
a result of utilizing our net operating losses atiter tax attributes attributable to precedinggsi In connection with the TRA, we amended
the 2013 First Lien Credit Agreement to permit dend payments to us by our subsidiaries in amaymte $11 million per fiscal year, not to
exceed $33 million in the aggregate, while the 2Bit8t Lien Credit Agreement was outstanding. &cél 2014, we incurred charges totaling
approximately $41 million relating to the preseatue of our total estimated TRA payments. We arenjited to make TRA payments under
the 2014 Revolver.

Benefit (Provision) for Income Tax

In fiscal 2014, we recorded an income tax benéf&3.0 million, compared to an income tax provisa $1.4 million in fiscal 2013. After
evaluating all of the positive and negative evidenccluding our continued profitability and theloetion in interest expense resulting from the
2013 Refinancing and from our completed IPO anddisaltant repayment of the 2013 Second Lien Teosanl-we concluded that it was more
likely than not that our deferred tax assets wdnddealized. As a result, in fiscal 2014, we redelasur valuation allowance of approximately
$65 million. In addition, we applied for variouxteredits that resulted in $6.7 million of additedmleferred tax assets and tax benefits.
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Fiscal Year 2013 Compared to Fiscal Year 2012

Our operating results for the fiscal years endedelber 25, 2013, and December 26, 2012, in abs@utes and expressed as a percentage c
total revenue, with the exception of cost of oderet and company restaurant expenses, which aressqu as a percentage of company-
operated revenue, are compared below:

Fiscal Year
2013 2012 Increase / (Decrease

($.,000) (%) ($.,000) (%) ($.,000) (%)
Statement of Operations Data
Revenue
Compan-operated restaurant rever $294,32° 93.f  $274,92¢ 93.6 $ 19,39¢ 7.1
Franchise revent 20,40( 6.5 18,68: 6.4 1,71¢ 9.2
Total revenus 314,72 100.( 293,61( 100.( 21,117 7.2
Cost of operation
Food and paper cos 93,58¢ 31.¢ 85,42¢ 31.1 8,161 9.€
Labor and related expens 75,66¢ 25.7 73,40¢ 26.7 2,26: 3.1
Occupancy and other operating exper 63,15( 21.t 61,63¢ 22.4 1,51¢ 2.5
Company restaurant expen: 232,40t 79.C 220,471 80.2 11,93¢ 54
General and administrative expen 25,50¢ 8.1 24,45 8.2 1,05¢ 4.3
Franchise expensi 3,841 1.2 3,641 1.2 194 5.2
Depreciation and amortizatic 10,21: 3.2 9,53( 3.2 683 7.2
Loss on disposal of ass¢ 86¢ 0.3 96€ 0.3 (98 (10.7)
Asset impairment and clc-store reserve (101) (0.0 1,49¢ 0.t (1,599  (106.9)
Total expense 272,73 86.7 260,55t 88.7 12,17% 4.7
Gain on disposition of restaural 40C 0.1 — — 40C —
Income from operation 42,39. 13.t 33,05 11.c 9,34( 28.%
Interest expense, n 36,33¢ 11.5 38,89( 13.2 (2,556 (6.€)
Early extinguishment of del 21,53( 6.8 — — 21,53( —
Loss before provision for income tax (15,477) 4.9 (5,83¢) (2.0 (9,639 165.(
Provision for income taxe (1,407 (0.9 (2,02%) (0.7) 62€ (30.9
Net loss $(16,877) 54 $ (7,865 (2.7 $ (9,009 114.F

Company-Operated Restaurant Revenue

Company-operated restaurant revenue increased Biigh, or 7.1%, in fiscal 2013, primarily due & increase in company-operated
comparable restaurant sales of $14.1 million, 8¥6.The growth in company-operated comparable sedssprimarily the result of an increase
in average check size of 2.7% and an increaseffictof 2.6% compared to the prior year. Compapgrated restaurant revenue was also
favorably impacted by $6.8 million of additionalesafrom restaurants not in the comparable restaba@se. This increase was partially offset
by $2.4 million of lost sales from the closure eftain restaurants in fiscal 2013.

Franchise Revent

Franchise revenue increased $1.7 million, or 9iR%scal 2013, primarily due to higher franchisgmmparable restaurant sales of 8.8%, $0.2
million in higher franchise fees due to five nearfchised restaurants that opened in fiscal 201Bfranchise agreement renewal fees. This
increase was partially offset by the negative injpéthe closure of one franchised restaurantsodi 2013 and of three closures in fiscal 2012
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Food and Paper Cos

Food and paper costs increased $8.2 million imfi2013, consisting of a $7.5 million increasednd costs and a $0.7 million increase in
paper costs. The increase in food and paper cestprimarily due to higher revenue and higher pcodasts related to chicken and packag
Food and paper costs as a percentage of totalueweare 31.8% in fiscal 2013 compared to 31.1%staf 2012. The percentage increase
resulted primarily from food cost inflation and reases in packaging costs, partially offset by e increases.

Labor and Related Expens

Payroll and benefit expenses increased $2.3 miifidiscal 2013, primarily due to increased labosts resulting from higher sales and
additional labor needs arising from the openingaaf new restaurants in fiscal 2013 and four nevargants in fiscal 2012. This increase was
partially offset by decreased labor needs relatinree restaurants that closed in fiscal 2018,lna $0.3 million decrease in group health
insurance expense due to lower year-over-year rakedi@ims. Payroll and benefit expenses as a pergerof total revenue were 25.7% in
fiscal 2013, compared to 26.7% in fiscal 2012. Tdesrease was primarily due an increase in reveheeeglatively fixed nature of labor costs,
and the decrease in group health insurance expened above.

Occupancy and Other Operating Expenses

Occupancy and other operating expenses increasgdrilion in fiscal 2013, primarily due to an im&se in operating expenses, resulting
primarily from a $0.8 million increase in operatisgpply costs and credit and debit card procedeieg primarily due to higher sales and a
higher percentage of credit card transactions, a §flion increase in advertising costs primadiye to higher company-operated restaurant
revenue, and a $0.4 million increase in occupamnpgese primarily due to the new restaurants thaheg in fiscal 2013 and 2012. These
increases were partially offset by decreases litiesi, primarily due to lower natural gas costsd aepairs and maintenance costs. Occupancy
and other operating expenses as a percentagebf@senue were 21.5% in fiscal 2013, compared®td® in fiscal 2012. This decrease was
primarily due to higher restaurant revenue, paytiaffset by the higher expenses discussed above.

General and Administrative Expenses

General and administrative expenses increasedillidn in fiscal 2013, primarily due to a $0.6 fioh increase in legal fees due to an
increase in litigation activity, a $0.4 million ir@ase in payroll expense primarily due to the uggmaf various administrative positions to
higher salary levels, and higher severance cosidalthe departure of one of our senior managérssd increases were partially offset by a
decrease in group health insurance primarily dueedecrease in claims. General and administrakperese as a percentage of total revenue
was 8.1% in fiscal 2013, compared to 8.3% in fi€Hl2. This decrease was primarily due to hightad tevenue, partially offset by the
increase in general and administrative expensesisiged above.

Franchise Expense

Franchise expense increased by $0.2 million irafigd13, primarily due to higher lease expenseltiagurom increased rents tied to
percentage of sales calculations.

Depreciation and Amortizatio

Depreciation and amortization increased $0.7 nmlliofiscal 2013, primarily due to the increaséhia number of new restaurants and
additional equipment related to our remodeling prog partially offset by the closure of three compaperated restaurants in fiscal 2013.
Depreciation and amortization as a percentagetaff tevenue was 3.2% for both fiscal 2013 and 2012.
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Asset Impairment and Clc-Store Reserves

Asset impairment and close-store reserve experseated $1.6 million to a gain of $0.1 million ischl 2013, primarily due to a decrease of
$1.6 million in close-store reserves. The 2012e&ls®re reserve expense resulted from the estatdishof a reserve for four restaurants that
were anticipated to be closed, while the 2013 gedualted from the partial reversal in 2013 of tB&2reserve costs, due to our subleasing on
of the reserved restaurants at a lower net costdhginally estimated.

Gain on Disposition of Restaurants

In fiscal 2013, a $0.4 million gain was recognizetiting to a restaurant that was closed as atresah eminent domain purchase by the State
of California.

Interest Expense, N

Interest expense, net, decreased $2.6 milliorszafi2013, primarily due to a reduction in theriest rate on our debt, resulting from the 2013
Refinancing.

Early Extinguishment of Del

We recorded a $21.5 million charge in fiscal 20&lated to the early extinguishment of debt. Thigrgh resulted from call premiums of $7.9
million, a write-off of deferred financing costs of $8.4 million,ceaccelerated accretion of $5.2 million resultimapi the 2013 Refinancing. /
a result of the 2013 Refinancing, we incurred bagHKees, early repayment penalties, and othereetlasts.

Provision for Income Taxe

Despite having a net loss in both fiscal 2013 a2 our provision for income taxes consisted obme tax expense of $1.4 million in fiscal
2013 and $2.0 million in fiscal 2012, primarily a&td to the effect of changes in our deferred taxeisthe related effect of maintaining a full
valuation allowance against certain of our defeteedassets as of December 25, 2013, and Decerh2022.

Liquidity and Capital Resources

Our primary sources of liquidity and capital reszeg have been cash provided from operations, cashash equivalents, and our secured
revolving credit facility. Our primary requiremerfts liquidity and capital are new restaurantssér restaurant capital investments (rema
and maintenance), interest payments on our defstelebligations, and working capital and generglamate needs. Our working capital
requirements are not significant, since our custsrpay for their purchases in cash or by paymentt @edit or debit) at the time of sale.
Thus, we are able to sell many of our inventorgngebefore we have to pay our suppliers for thenr.r@staurants do not require significant
inventories or receivables. We believe that theseces of liquidity and capital are sufficient todnce our continued operations and expansic
plans for at least the next 12 months.

In October 2013, we refinanced the 2011 FinanciggeAments by entering into the 2013 Credit Agregmdrhese senior secured credit
facilities carried longer maturities and lower i&&t rates than the indebtedness that they replaced

On July 30, 2014, we closed our IPO, the majorftthe proceeds of which were used to repay our Z28nd Lien Term Loan.

In December 2014, we refinanced the 2013 First Qezdit Agreement by entering into the 2014 Rewglwdich carried a longer maturity and
a lower interest rate than the indebtedness thapiaced.
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The following table presents summary cash flowiimfation for the periods indicated (in thousands).

Fiscal Year
(Amounts in thousands) 2014 2013 2012
Net cash provided by (used |
Operating activitie! $ 26,08t $ 19,70( $ 19,40¢
Investing activities (21,40) (13,787 (24,999
Financing activitie: (10,200 (10,389 (1,920
Net (decrease) increase in Ci $ (5,516 $ (4,477) $ 2,49¢

Operating Activities

In fiscal 2014, net cash provided by operatingvétés increased by $6.4 million compared to fis2@13. This was due primarily to

(i) increased revenue, due primarily to companyrafeel comparable restaurant sales growth, ankb\@gr interest payments, due to the 2013
Refinancing and our IPO, the majority of the pratseef which were used to repay the 2013 Second Té&m Loan. The increases above were
partially offset by a reduction in payable balatweur primary food distributor, which resulteddarly pay discounts and lower cost to the
Company.

In fiscal 2013, net cash provided by operatingvititis increased by $0.3 million as cash generbyeiticreased revenue was partially offset by
an increase in cash payments for interest expamséodhe 2013 Refinancing, which required paynoémiccrued interest through its date of
closing.

Investing Activities

In fiscal 2014, net cash used in investing actgiincreased by $7.6 million compared to fiscal®0his was due primarily to increased ca|
expenditures related to new restaurants, partidifet by sales proceeds from the San Antonio &etitn. In fiscal 2014, we incurred capital
expenditures of approximately $26.8 million, cotiat of $15.6 million related to new restaurants,5dmillion related to the remodeling of
existing restaurants, and $3.7 million related tntenance and other corporate capital expenditures

In fiscal 2013, cash used in investing activitieslthed by $1.2 million versus fiscal 2012, prinhadue to reduced capital expenditures.
Capital expenditures consist of cash paid reladatetv restaurant construction, the remodel and tera@mce of existing restaurants, and other
corporate expenditures.

Financing Activities
In fiscal 2014, net cash used by financing acssitilecreased by $0.2 million compared to fiscaB2Uhis was due primarily to proceeds from
our IPO which were used for the repayment of thE320redit Agreements, along with cash from our hedasheet.

In fiscal 2013, cash used in financing activitiesreased by $8.5 million versus fiscal 2012, pripatue to costs incurred to refinance the 2
Financing Agreements.

Debt and Other Obligation
New Credit Agreemel

On December 11, 2014, we refinanced our debt, BiRh, Intermediate, and Holdings entering into alitragreement with Bank of America,
N.A., as administrative agent, swingline lended &etter of credit issuer, the lenders party thegrahd the other parties thereto, which prov
for the 2014 Revolver. The 2014 Revolver includssifa limit of $15 million for letters of credit aredsub limit of $15 million for swingline
loans. At
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December 31, 2014, $7.4 million of letters of ctedire outstanding and $27.6 million was availableorrow under the revolving line of
credit. The 2014 Revolver will mature on or aboecBmber 11, 2019.

Borrowings under the 2014 Revolver (other than @wmingline loans) bear interest, at the borrowep8am, at rates based upon either LIBOR
or a base rate, plus, for each rate, a marginmeted in accordance with a lease-adjusted congelidaverage ratio-based pricing grid. The
base rate is calculated as the highest of (a)etherél funds rate plus 0.50%, (b) the prime rat@astk of America, or (c) LIBOR plus 1.00%.
For LIBOR loans, the margin is in the range of %7t® 2.50%, and for base rate loans the margimtiseé range of 0.75% and 1.50%. The
margin is initially set at 2.00% for LIBOR loansdaat 1.00% for base rate loans until the delivérjnancial statements and a compliance
certificate for the period ended March 25, 2015.

The 2014 Revolver includes a number of negativefemashcial covenants, including, among others fatlewing (all subject to certain
exceptions): a maximum lease-adjusted consolidateriage ratio covenant, a minimum consolidateedigharge coverage ratio, and
limitations on indebtedness, liens, investmentseiasales, mergers, consolidations, liquidatioissotltions, restricted payments, and negative
pledges. The 2014 Revolver also includes certastoouary affirmative covenants and events of defaMé were in compliance with all such
covenants at December 31, 2014.

Under the 2014 Revolver, Holdings may not makeagempayments such as cash dividends, except thehyit inter alia, (i) pay up to $1 millic
per year to repurchase or redeem qualified eqoigrésts of Holdings held by past or present afficdirectors, or employees (or their estates)
of the Company upon death, disability, or termioatf employment, (ii) pay under its income taxaigable agreement (the “TRA”), and,

(iii) so long as no default or event of default lsasurred and is continuing, (a) make reash repurchases of equity interests in conneutitr
the exercise of stock options by directors ancceffi, provided that those equity interests reptesportion of the consideration of the exercise
price of those stock options, (b) pay up to $2.Bioni per year pursuant to stock option plans, emplent agreements, or incentive plans,

(c) make up to $5 million in other restricted payriseper year, and (d) make other restricted paysnendvided that such payments would not
cause, in each case, on a pro forma basis, (date-adjusted consolidated leverage ratio to emuatceed 4.25 times and (y) its consolidatec
fixed charge coverage ratio to be less than 1rBi

Prior Credit Agreement

On October 11, 2013, the Company refinanced it$, ddth EPL entering into the 2013 Credit Agreenseimcluding the 2013 First Lien Term
Loan and the 2013 Second Lien Term Loan (together;2013 Term Loans”). The proceeds received ftioen2013 Term Loans on

October 11, 2013, plus $14.4 million of cash ondcharere used to pay off the 2011 Financing Agredmand to pay fees and expenses in
connection therewith.

The 2013 Credit Agreements were executed with imégliate as guarantor, Jefferies Finance LLC asradtrative agent, collateral agent, and

a lender, and, solely with respect to the 2013 Eien Credit Agreement, General Electric Capitakbration as issuing bank, swing line
lender, and a lender, and GE Capital Bank as atend

2013 First Lien Credit Agreement

Loans under the 2013 First Lien Credit Agreemenme lioterest at an Alternate Base Rate or LIBORERIL’s option, plus an applicable marg
The applicable margin rate under the 2013 Firsh [Geedit Agreement was 4.25% with respect to LIBO&hs and 3.25% with respect to
Alternate Base Rate loans, with a 1.00% floor wétbpect to the LIBOR rate. Interest was due on &aounts under Alternate Base Rate
elections on a monthly basis and on loan amourgsrzpinterest based on LIBOR at the end of eatdraést period in effect, provided that w
respect to LIBOR interest periods longer than thmeaths, interest was payable at three month iaterifhe 2013 First Lien Term Loan was
issued at a discount of $950,000, and this discaastbeing accreted over the term of the loanguisia effective interest method. The
unamortized discount at December 25, 2013, was,$900
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The 2013 First Lien Term Loan required quarteriypgpal payments of 0.25% be made commencing M26;t2014. Obligations under the
2013 First Lien Credit Agreement were secured figsapriority lien on substantially all of EPL'snd Intermediate’s assets.

The 2013 Revolver provided for a $15 million revinty line of credit. At December 25, 2013, $7.3 iuill of letters of credit were outstanding
and $7.7 million was available to borrow undertieolving line of credit.

As part of the 2014 Refinancing, the 2013 FirshLTerm Loan was repaid in full, resulting in an expe of $3.9 million related to the

remaining unamortized deferred finance costs aadwtite off of $0.7 million of unamortized discouiihese costs were expensed, and are
reflected in loss on early extinguishment of delthie accompanying consolidated statements of tipesa

2013 Second Lien Credit Agreement

Loans under the 2013 Second Lien Credit Agreemerg imterest at an Alternate Base Rate or LIBOFERIL's option, plus an applicable
margin. The applicable margin rate under the 204&®8d Lien Credit Agreement was 8.50% with respetiBOR loans and 7.50% with
respect to Alternate Base Rate loans, with a 1.868t with respect to the LIBOR rate. Interest vadage on loan amounts under Alternate Base
Rate elections on a monthly basis and on loan atadagaring interest based on LIBOR at the end df @aterest period in effect, provided t
with respect to LIBOR interest periods longer thiaree months, interest was payable at three motdhvials. The 2013 Second Lien Term
Loan was issued at a discount of $1.0 million, sl discount was being accreted over the terrh@fdan, using the effective interest mett
The unamortized discount at December 25, 2013,$868,000. The 2013 Second Lien Term Loan and thékguarantees were secured |
second-priority lien on substantially all of thesets and equity interests of EPL and Intermedgatiject to certain exceptions, which were als
used to secure the 2013 First Lien Term Loan arstgriority basis.

In conjunction with our IPO, the 2013 Second Liesri Loan was repaid in full. In conjunction wittetrepayment of the 2013 Second Lien
Term Loan, we incurred call premiums of $1.5 miilidn addition, we expensed $2.7 million of the aamng unamortized deferred finance
costs, and wrote off $0.9 million of unamortizedatiunt. These costs were expensed, and are reffiadiess on early extinguishment of debt
in the accompanying consolidated statements ofatipeis.

Hedging Arrangement

In connection with our credit agreements, we etaro two interest rate caps with Wells Fargo BavkA. The first interest rate cap is for a
notional amount of $30 million, with a cap rate3000% based on 1 month USD LIBOR, terminating onddeber 1, 2015. The second interes
rate cap is for a notional amount of $120 millimith a cap rate of 3.00% based on 1 month USD LIB@Rninating on December 1, 2016.
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Contractual Obligations

The following table represents our contractual catm@nts (which include expected interest expensleutated based on current interest rates
to make future payments pursuant to our debt amer @tbligations disclosed above and pursuant tgesiaurant operating leases outstanding
as of December 31, 2014:

Payments Due by Perioc

2016 201¢ 2020 and
(Amounts in thousands Total 2015 2017 2019 thereafter
Operating leases $212,13. $19,91°7 $39,82( $ 34,601 $117,79
Capital lease 1,19¢ 32C 45¢ 267 154
Long-term debi 183,01! 3,76¢ 7,12: 172,12: —
Income tax receivable agreem: 43,31¢ 4,17( 29,11( 10,03¢ —
Purchasing commitmer—beverage 18,52¢ 5,81¢ 12,707 — —
Purchasing commitmer—chicken 704 704 — — —
Total $458,89. $34,69¢ $89,21¢ $217,02° $117,94¢

Off-Balance Sheet and Other Arrangements

At December 31, 2014, December 25, 2013, and Deeet) 2012, we had $7.6 million, $7.7 million, &0 million, respectively, of
borrowing capacity on the 2014 Revolver and EFfbrmer revolving credit facilities pledged aslatdral to secure outstanding letters of cr
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Interest Rate Risk

We are exposed to market risk from changes inésteates on our debt, which bears interest atld LIBOR plus a margin between 1.75%
and 2.50%. As of December 31, 2014, we had outstgrmbrrowings of $165.0 million and another $7.dion of letters of credit in support
of our insurance programs. A 1.00% increase ireffective interest rate applied to these borrowivgsild result in a pre-tax interest expense
increase of $1.7 million on an annualized basis.

We manage our interest rate risk through normataijmegy and financing activities and, when deterrdiappropriate, through the use of
derivative financial instruments.

To mitigate exposure to fluctuations in interesésawe entered into two interest rate caps, asisied above under Item 7, “Management’s
Discussion and Analysis of Financial Condition &webults of Operations—Liquidity and Capital Resesre-Debt and Other Obligations—
Hedging Arrangements.”

Inflation

Inflation has an impact on food, paper, construxtigility, labor and benefits, general and adntiaitive, and other costs, all of which can
materially impact our operations. We have a sulbistamumber of hourly employees who are paid wades at or based on the applicable
federal or state minimum wage, and increases imineénum wage will increase our labor costs. Sidgly 1, 2014, the State of California
(where most of our restaurants are located) hasmthimum wage of $9.00 per hour. From JanuaB008, to June 30, 2014, it had been
$8.00 per hour. It is scheduled to rise to $10&0hwur on January 1, 2016. In general, we have hble to substantially offset costs increase:
resulting from inflation by increasing menu pricegnaging menu mix, improving productivity, or atlajustments. We may or may not be
able to offset cost increases in the future.

Commodity Price Risk

We are exposed to market price fluctuation in fpoabluct prices. Given the historical volatility @drtain of our food product prices, including
chicken, other proteins, grains, produce, daindpots, and cooking oil, these fluctuations can nitg impact our food and beverage costs.
While our purchasing commitments partially mitig#te risk of such fluctuations, there is no asscteahat supply and demand factors such a:
disease or inclement weather will not cause theeprof the commodities used in our restaurant ¢tipesato fluctuate. In a rapidly-fluctuating
commodities market, it may prove difficult for wsadjust our menu prices in accord with input pflaetuations. Therefore, to the extent that
we do not pass along cost increases to our cussommer results of operations may be adversely &fte @t this time, we do not use financial
instruments to hedge our commodity risk. See Itém‘Risk Factors—Risks Related to Our Business ladistry—Changes in food and
supply costs, especially for chicken, could adgraffect our business, financial condition andutessof operations,” and Note 14 to our
consolidated financial statements included elsewrethis report.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
El Pollo Loco Holdings, Inc.
Costa Mesa, California

We have audited the accompanying consolidated balsimeets of El Pollo Loco Holdings, Inc. (“Comparas of December 31, 2014 and
December 25, 2013, and the related consolidatéenséats of operations, stockholders’ equity, arghdbws for each of the three years in the
period ended December 31, 2014. These financi@retnts are the responsibility of the Company’sagament. Our responsibility is to
express an opinion on these financial statemerstschan our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamioUnited States). Those standard:
require that we plan and perform the audit to ebtaasonable assurance about whether the finataiaiments are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of itsrirdl control over financial reporting.
Our audits included consideration of internal cohtwer financial reporting as a basis for desigrandit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenpparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of El Pollo
Loco Holdings, Inc. at December 31, 2014 and De@er@b, 2013, and the results of its operationsinchsh flows for each of the three year:
in the period ended December 31, 20imconformity with accounting principles generadlgcepted in the United States of America.

/s/ BDO USA, LLP
Costa Mesa, California
March 16, 2015
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EL POLLO LOCO HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

(Amounts in thousands, except share data)

December 31 December 2&
2014 2013

Assets
Current assets:
Cash and cash equivalel $ 11,49¢ $ 17,01t
Restricted cas 12E 131
Accounts and other receivables, 5,75¢ 5,90¢
Inventories 1,90( 1,65k
Prepaid expenses and other current a: 5,10¢ 2,12¢
Income tax receivabl 10z —
Deferred tax asse 19,49( 447
Total current assets 43,98: 27,27z
Property and equipment owned, 82,09( 68,64
Property held under capital lease, 12¢ 18C
Goodwill 248,67« 249,32¢
Trademarks 61,88¢ 61,88¢
Other intangible assets, r 77€ 934
Deferred tax asse 15,56¢ —
Other asset 2,19¢ 8,70¢
Total assets $ 455,30¢ $ 416,94:
Liabilities and Stockholders’ Equity
Current liabilities:
Current portion of first lien term loe $ — $ 1,90C
Current portion of obligations under capital les 20€ 267
Accounts payabl 5,52¢ 12,31¢
Accrued salaries and vacati 7,97( 8,59«
Accrued insuranc 3,81¢ 3,591
Accrued income taxes payal — 27
Accrued interes 20¢ 4,182
Accrued advertisin 832 26E
Other accrued expenses and current liabil 13,01 7,82
Total current liabilities 31,575 38,97:
Revolver loar 165,00( —
First lien term loan, net of current porti — 187,19(
Second lien term loa — 99,03¢
Obligations under capital leases, net of currentiqo 63€ 847
Deferred taxes, net of current porti — 32,381
Other intangible liabilities, ne 1,544 1,923
Other noncurrent liabilitie 46,147 8,04¢
Total liabilities 244,90¢ 368,40¢
Commitments and contingencie:
Stockholders Equity
Preferred stock, $0.01 par va—100,000,000 shares authorized; none issued oraodisg — —
Common stock, $0.01 par value—200,000,000 shatbe@zed; 37,420,450 and 28,712,622 shares issud a

outstanding 374 287
Additional paic-in capital 359,46 240,15:
Accumulated defici (149,439 (191,909
Total stockholders’ equity 210,40( 48,53¢
Total liabilities and stockholders’ equity $ 455,30¢ $ 416,94:

See notes to consolidated financial statements.
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EL POLLO LOCO HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands, except share data)

For the Years Endec

Revenue

Compan-operated restaurant rever
Franchise revent

Total revenue

Cost of operations

Food and paper cos

Labor and related expens

Occupancy and other operating exper
Company restaurant expense
General and administrative expen
Franchise expensi

Depreciation and amortizatic

Loss on disposal of ass¢

Asset impairment and clc-store reserve
Total expenses

Gain on disposition of restaurants
Income from operations

Interest expense—net of interest income of $63, &8d $100 for the years ended
December 31, 2014, December 25, 2013, and Deceddb@012, respectivel

Early extinguishment of del

Secondary offering expen

Income tax receivable agreement expe

Loss before benefit (provision) for income ta
Benefit (provision) for income tax:

Net income (loss)

Net income (loss) per share

Basic

Diluted

Weighted average shares used in computing net incanfloss) per share
Basic

Diluted

See notes to consolidated financial statements.
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December 31

$

2014

322,51¢
22,34¢

344,86:

102,61:
80,64¢
68,53¢

251,79

29,51¢
3,704
11,53¢
64¢€

1,03¢

298,23¢

2,65¢

49,28

18,06:
9,71¢
667
41,38

(20,54%

$

$
$

63,00¢

42,46

1.3Z
1.24

32,285,48

34,346,24

December 25

December 26

2013 2012
$ 294,32 $ 274,92
20,40( 18,68:
314,72 293,61(
93,58¢ 85,42
75,66¢ 73,40
63,15( 61,63¢
232,40¢ 220,47(
25,50¢ 24,45
3,841 3,647
10,21 9,53(
86¢ 96€
(101) 1,49¢
272,73 260,55
40C —
42,39; 33,05:
36,33 38,89(
21,53( —
(15,47 (5,839)
(1,40)) (2,027
$ (16,879 $ (7,865
$  (0.59 $  (0.27)
$ (059 $  (0.29)
28,712,62 28,712,19
28,712,62 28,712,19
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EL POLLO LOCO HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’

(Amounts in thousands, except share data)

Balance,December 28, 2011

Stock based compensati

Cash used for net stock option exerc

Net loss

Balance,December 26, 201

Stock based compensati

Net loss

Balance,December 25, 201

Stock based compensati

Issuance of common stock for initial public offerjmet of
offering costs of $10,91

Issuance of common stock upon exercise of stodbg

Excess income tax benefit related to share-basegeansation
plans

Net income

Balance,December 31, 201

See notes to consolidated financial statements.

EQUITY

Common Stock Additional Total
Accumulatec Stockholders

Paid-in

Shares Amount Capital Deficit Equity
28,710,07 $ 287 $238,47: $ (167,16, $ 71,59
— — 86C — 86C
2,55: — (4) — (4)
— — — (7,865) (7,865)
28,712,62 287 239,32¢ (175,029 64,58’
— — 822 — 82z
— — — (16,879 (16,879
28,712,62 287 240,15: (191,909 48,53¢
— — 1,09¢ — 1,09¢
8,214,28i 82 112,21¢ — 112,30(
493,54 5 2,03¢ — 2,04:
— — 3,96¢ — 3,96¢
— — — 42,46: 42 ,46:
37,420,45 $ 374  $359,46! $ (149,43) $ 210,40(
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EL POLLO LOCO HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)

For the Years Endec
Cash flows from operating activities
Net income (loss

Adjustments to reconcile changes in net incomesjltsnet cash provided by operating

activities:
Depreciation and amortizatic
Loss on early extinguishment of de
Stock-based compensation expel
Interest accretio
Income tax receivable agreement expe
Gain on disposition of restaurai
Loss on disposal of asst
Impairment of property and equipme
Close-store reserve
Amortization of deferred financing cos
Amortization of favorable and unfavorable leases
Excess income tax benefit related to s-based compensation pls
Deferred income taxes, r
Changes in operating assets and liabilit
Accounts and other receivables,
Inventories
Prepaid expenses and other current a:
Income taxes payab
Other asset
Accounts payabl
Accrued salaries and vacati
Accrued insuranc
Other accrued expenses and liabili
Net cash provided by operating activities

Cash flows from investing activities

Proceeds from disposition of ass

Purchase of property and equipm

Net cash flows used in investing activitie

Cash flows from financing activitie

Proceeds from borrowings on term loi

Cash used for net stock option exerc

Proceeds from issuance of common stock for initiddlic offering, net of expens
Proceeds from issuance of common stock upon exeofistock option
Payment of call premium on not

Payment of obligations under capital lea

Repayments on senior secured ni

Deferred financing costs for Revolv

Excess income tax benefit related to s-based compensation pls
Amendment fet

Net cash flows used in financing activitie

(Decrease) increase in cash and cash equivale

Cash and cash equivalents, beginning of ye:

Cash and cash equivalents, end of ye:

Supplemental cash flow information

Cash paid during the year for inter

Cash paid during the year for income taxes

Unpaid purchase of property and equipn
Cashless stock option exerc

See notes to consolidated financial statements.
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December 31

2014

$ 42,460

11,53¢
9,71¢
1,00:
29C
41,38;
(2,659
64€
292
74C
1,30:
(227)
(3,965)
(67,00)

147
(24%)
(3,06%)
3,83¢
247
(8,029)
(651)
221
(1,996)
26,08t

5,43¢
(26,83¢)
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EL POLLO LOCO HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. DESCRIPTION OF BUSINESS

El Pollo Loco Holdings, Inc. (“Holdings”) is a Delare corporation headquartered in Costa Mesa,dai#. Holdings and its direct and
indirect subsidiaries are collectively known as‘tGempany.” The Company’s activities are conduqteidcipally through its indirect
subsidiary, El Pollo Loco, Inc. (“EPL"), which ddegs, franchises, licenses and operates quickeserestaurants under the name El Pollo
Loco®. The restaurants, which are located principallZaiifornia but also in Arizona, Nevada, Texas, aitah, specialize in flame-grilled
chicken in a wide variety of contemporary Mexidafluenced entrees, including specialty chickerribes, chicken quesadillas, chicken tort
soup, Pollo Bowls and Pollo Salads. At Decembe2814, the Company operated 172 (134 in the gréaeAngeles area) and franchised
(137 in the greater Los Angeles area) El Pollo Leestaurants. In addition, the Company currentlgrises two restaurants in the Philippines
that are set to expire in 2016. The Company isiaidiary of Trimaran Pollo Partners, L.L.C. (“LLGyhich is controlled by affiliates of
Trimaran Capital, L.L.C.). LLC acquired Chicken Aisjtion Corp. (“CAC"), a predecessor of Holdings, November 17, 2005 (the
“Acquisition”) and has a 59.2% ownership interesbdDecember 31, 2014. LLC’s only material assétsiinvestment in Holdings.

On April 22, 2014, CAC, its wholly owned subsidiaGhicken Subsidiary Corp (“CSC”) and CSC’s whallyned subsidiary, the former El
Pollo Loco Holdings, Inc. (“Old Holdings”) enterémto the following reorganization transactions:@id Holdings merged with and into CSC
with CSC continuing as the surviving corporatidi); SC merged with and into CAC with CAC contingias the surviving corporation and
(iii) CAC renamed itself El Pollo Loco Holdings,dn

Holdings has no material assets or operations.ikigdgdand Holdings’ direct subsidiary, EPL Internsdij Inc. (“Intermediate”), guarantee
EPL’s 2014 Revolver (see Note 6) on a full and uwditional basis and Intermediate has no subsidiariker than EPL. EPL is a separate and
distinct legal entity, and has no obligation to m#knds available to Intermediate. EPL and Inteiiatednay pay dividends to Intermediate
to Holdings, respectively.

Under the 2014 Revolver, Holdings may not makeagempayments such as cash dividends, except thehyit inter alia, (i) pay up to $1 millic
per year to repurchase or redeem qualified equigrésts of Holdings held by past or present afficdirectors, or employees (or their estates)
of the Company upon death, disability, or termioatf employment, (ii) pay under its income taxaigable agreement (the “TRA”), and,

(iii) so long as no default or event of default lsasurred and is continuing, (a) make reash repurchases of equity interests in conneutitr
the exercise of stock options by directors ancceffi, provided that those equity interests reptesportion of the consideration of the exercise
price of those stock options, (b) pay up to $2.Bioni per year pursuant to stock option plans, emplent agreements, or incentive plans,

(c) make up to $5 million in other restricted payriseper year, and (d) make other restricted paysnendvided that such payments would not
cause, in each case, on a pro forma basis, (date-adjusted consolidated leverage ratio to emuatceed 4.25 times and (y) its consolidatec
fixed charge coverage ratio to be less than 1rBi

The Company operates in one operating segmensigkiificant revenues relate to retail sales of fand beverages to the general public
through either company or franchised restaurants.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Liquidity

The Company’s principal liquidity requirements &reservice its debt and meet capital expenditussiseAt December 31, 2014, the
Company'’s total debt (including capital lease liéibs) was $165.8 million. The
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Companys ability to make payments on its indebtednessaifighd planned capital expenditures will dependheailable cash and its ability
generate adequate cash flows in the future, witich,certain extent, is subject to general econgfimancial, competitive, legislative,
regulatory and other factors that are beyond thagamy’s control. Based on current operations, the@any believes that its cash flows from
operations, available cash of $11.5 million at Deler 31, 2014 and available borrowings under tHel Revolver (which availability was
$27.6 million at December 31, 2014) will be adegquatmeet the Company’s liquidity needs for theti@months.

Basis of Presentation

The Company uses a 52- or 53-week fiscal year gnatinthe last Wednesday of the calendar year 5Rraeek fiscal year, each quarter
includes 13 weeks of operations; in a 53-week figear, the first, second and third quarters eachude 13 weeks of operations and the fourtt
quarter includes 14 weeks of operations. Everpsiseven years a 53-week fiscal year occurs. FXb4 was a 53-week year, ended on
December 31, 2014. Fiscal 2013 and 2012 were 5&-years, ended December 25, 2013 and Decembe028, Bespectively.

Principles of Consolidation

The accompanying consolidated financial statemientade the accounts of Holdings and its wholly edrsubsidiaries. All intercompany
balances and transactions have been eliminateshsotidation.

Use of Estimates

The preparation of consolidated financial statesméntonformity with accounting principles geneyaltcepted in the United States of Ame
requires management to make estimates and assasfiiat affect the reported amounts of assetsiabiities and disclosures of contingent
assets and liabilities at the date of the constitifinancial statements and revenue and expensiegdhe period reported. Actual results
could materially differ from those estimates. Thentpany’s significant estimates include estimatesrfigpairment of goodwill, intangible
assets and property and equipment, insurance exsdease termination liabilities, stock-based camsation, income tax receivable agreemen
liability, and income tax valuation allowances.

Cash and Cash Equivalents

The Company considers all highly-liquid instrumemntith a maturity of three months or less at theeddtpurchase to be cash equivalents.

Restricted Cash

The Company'’s restricted cash represents cash@mwlldo one commercial bank for Company creditisar

Concentration of Risk

Cash and cash equivalents are maintained at fiakinstitutions and, at times, balances may exéedérally-insured limits. The Company has
never experienced any losses related to thesedasan

The Company had two suppliers for which amountsatug@ecember 31, 2014 totaled 6% and 5% of the @oiyip accounts payable. As of
December 25, 2013, the Company had two differepplsers for which amounts totaled 45% and 11% ef@mpany’s accounts payable.
Purchases from the Company’s two largest suppii¢ated 36% and 3% in fiscal 2014 and 2013, and 86&%3% in 2012, of the Company’s
purchases. In fiscal 2014, 2013, and 2012, Compg@eyated and franchised restaurants in the greateAngeles area generated, in the
aggregate, approximately 80%, 80%, and 81% of tetanue.
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Accounts and Other Receivables, Net

Accounts and other receivables consist primarilyogilties, advertising and sublease rent andaglatounts receivable from franchisees
which are due on a monthly basis that may diffenfithe Company’s month-end dates as well as cdedit/ card receivables. The need for an
allowance for doubtful accounts is reviewed on ecHjr identification basis based upon past duamads and the financial strength of the
obligor. Bad debt expense was immaterial for treryended December 31, 2014, December 25, 201D ecwinber 26, 2012.

Inventories

Inventories consist principally of food, beveragesl paper supplies and are valued at the loweveshige cost or market.

Property and Equipment Owned, Net

Property and equipment is stated at cost and isedigted using the straight-line method over thieneded useful lives of the assets. Leasehol
improvements and property held under capital leasesmortized over the shorter of their estimatszful lives or the remaining lease terms.
For leases with renewal periods at the Companyi®opthe Company generally uses the original I¢asa, excluding the option periods, to
determine estimated useful lives; if failure to reige a renewal option imposes an economic pepaltyie Company, such that management
determines at the inception of the lease that rahmweasonably assured, the Company may inchelesnewal option period in the
determination of appropriate estimated useful lives

The estimated useful service lives are as follows:

Buildings 20 year
Land improvement 3—30 year
Building improvement: 3—10 year
Restaurant equipme 3—10 year
Other equipmer 2—10 year
Leasehold improvemen Shorter of useful life or lease te

The Company capitalizes certain costs in conjunctich site selection that relate to specific sfiasplanned future restaurants. The Compan
also capitalizes certain costs, including inter@stonjunction with constructing new restauraiiisese costs are included in property and
amortized over the shorter of the life of the rethbuildings and leasehold improvements or thesléasn. Costs related to abandoned sites ar
other site selection costs that cannot be idedtifigh specific restaurants are charged to gergradladministrative expenses in the
accompanying consolidated statements of operatidres Company did not capitalize any internal costimiterest costs related to site selection
and construction activities during the years eridedember 31, 2014, December 25, 2013, or Decenthe&(d 2.

Goodwill and Indefinite-Lived Intangible Assets

The Company’s indefinite-lived intangible assetasist of trademarks. Goodwill represents the exoésest over fair value of net identified
assets acquired in business combinations accototedder the purchase method. Goodwill resultedhfthe Acquisition and from the
acquisition of certain franchise locations.

Upon the sale of a restaurant, we decrement gobdiié amount of goodwill that we include in thestbasis of the asset sold is determined
based on the relative fair value of the portiothaf reporting unit disposed compared to the fdnevaf the reporting unit retained.
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We perform annual impairment tests for goodwillidgrthe fourth fiscal quarter of each year, or nfoeguently if impairment indicators arise.

We review goodwill for impairment utilizing eitharqualitative assessment or a tatep process. If we decide that it is appropriatesrform ¢
gualitative assessment and conclude that the &ievof a reporting unit more likely than not exadeés carrying value, no further evaluatiol
necessary. If we perform the two-step processijtstestep of the goodwill impairment test is useddentify potential impairment by
comparing the fair value of a reporting unit with ¢arrying amount, including goodwill. If the faialue of a reporting unit exceeds its carrying
amount, goodwill of the reporting unit is considéret impaired and the second step of the impaitigsh is unnecessary. If the carrying
amount of a reporting unit exceeds its fair vathe,second step is performed to measure the ambimpairment by comparing the carrying
amount of the goodwill to a determination of theliad value of the goodwill. If the carrying amouwftgoodwill is greater than the implied
value, an impairment charge is recognized for ifferénce.

We perform annual impairment tests for indefinitedl intangible assets during the fourth fiscalrtgraof each year, or more frequently if
impairment indicators arise. An impairment testsists of either a qualitative assessment or a casgeof the fair value of an intangible as
with its carrying amount. The excess of the cagyamount of an intangible asset over its fair vadués impairment loss.

The assumptions used in the estimate of fair vataegenerally consistent with the past performarficeke Company’s reporting unit and are
also consistent with the projections and assumstibat are used in current operating plans. Thesenaptions are subject to change as a rest
of changing economic and competitive conditions.

No impairment was recorded during the years endezbMBber 31, 2014, December 25, 2013, or Decemh@02@.

Other Intangibles, Net—Definite Lived
Definite lived intangible assets consist of theugahllocated to the Company’s favorable and unfaerleasehold interests that resulted from
the Acquisition.

Favorable leasehold interest represents the assgtess of the approximate fair market value efldfases assumed as of November 17, 200
the date of the Acquisition. The amount is beirdued over the approximate average life of theeleaBhis amount is shown as other
intangible assets, net, on the accompanying cafegelil balance sheets.

Unfavorable leasehold interest liability represehtsliability in excess of the approximate fairnket value of the leases assumed as of
November 17, 2005, the date of the Acquisition. @hmwunt is being reduced over the approximate gedite of the leases. This amoun
shown as other intangible liabilities, net, on #fteompanying consolidated balance sheets.

Intangible assets and liabilities with a definife hre amortized using the straight-line methodrdheir estimated useful lives as follows:

Favorable leasehold intere: 1 to 18 years (remaining lease te
Unfavorable leasehold intere: 1 to 20 years (remaining lease te
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Deferred Financing Fees

Deferred financing fees are capitalized and amexditizver the period of the loan on a straight-liasi, which approximates the effective
interest method. Included in other assets are(fesof accumulated amortization) of $1.5 milliarde$7.8 million as of December 31, 2014
and December 25, 2013, respectively. Amortizatixpeese for deferred financing costs was $1.3 mijl&2.0 million and $2.1 million for the
years ended December 31, 2014, December 25, 268dDecember 26, 2012 respectively, and is refleated component of interest expe

in the accompanying consolidated statements ofadpeis. In conjunction with the October 11, 20E8imancing of the Company'’s debt, $8.1
million of unamortized deferred financing costsatet to the prior debt were written off. In conjtios with the 2014 repayment and
refinancing of the Company’s debt, $6.6 millionusfamortized deferred financing costs related t@20E3 Credit Agreements were written off
(see Notes 6 and 7).

Impairment of Long-Lived Assets

The Company reviews its long-lived assets for impant on a restaurant-by-restaurant basis whersnts or changes in circumstances
indicate that the carrying value of certain asssy not be recoverable. If the Company concludasttte carrying value of certain assets will
not be recovered based on expected undiscountae feaish flows, an impairment writiwn is recorded to reduce the assets to theasto
fair value. The Company recorded non-cash impaitroearges of $293,000, $27,000, and $42,000 foyétaes ended December 31,

2014, December 25, 2013, and December 26, 20]2ctgely.

Insurance Reserves

The Company is responsible for workers’ compensatieneral and health insurance claims up to afsgbaggregate stop loss amount. The
Company maintains a reserve for estimated claintts feported and incurred but not reported, baseisiorical claims experience and other
assumptions. At December 31, 2014 and Decembet3, the Company had accrued $3,818,000 and $8@3#espectively, and such
amounts are reflected as accrued insurance inctt@rganying consolidated balance sheets. The eggensuch reserves for the years ended
December 31, 2014, December 25, 2013 and Decer6b@022 totaled $6,124,000, $6,912,000, and $8086] respectively. These amounts
are included in labor and related expenses andglesied administrative expenses on the accomparrgingolidated statements of operations.

Restaurant and Franchise Revenue

Revenues from the operation of company-operatadurmts are recognized as food and beverage prodiecdelivered to customers and
payment is tendered at the time of sale. The Cognpegsents sales net of sales-related taxes antbgiomal allowances. Promotional
allowances amounted to approximately $7.2 milli&#,7 million and $4.0 million during the years edd®cember 31, 2014, December 25,
2013, and December 26, 2012, respectively. Fraagkigenue consists of franchise royalties, inft@hchise fees, license fees due from
franchisees, IT support services and rental inclimkeases and subleases to franchisees. Framdyiakies are based upon a percentage of n
sales of the franchisee and are recorded as inesraach sales are earned by the franchiseesl fratighise and license fees are recognized
when all material obligations have been performmd @nditions have been satisfied, typically whparations of the franchised restaurant
have commenced. Initial franchise fees recognizethd the years ended December 31, 2014, Decenih@023, and December 26, 2012,
totaled $631,000, $521,000, and $186,000, respytivhe Company recognizes renewal fees whenewaragreement with a franchisee
becomes effective.
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Advertising Costs

Advertising expense is recorded as the obligatiocontribute to the advertising fund is createdhegally when the associated revenue is
recognized. Advertising expense, which is a compbogoccupancy and other operating expenses, W&$ $nillion, $11.9 million and $11.2
million for the years ended December 31, 2014, b 25, 2013, and December 26, 2012, respectiarlyjs net of $17.6 million, $15.8
million and $14.1 million, respectively, funded the franchisees’ advertising fees.

Franchisees pay a monthly fee to the Company #mates from 4% to 5% of their restauramist sales as reimbursement for advertising, p!
relations and promotional services the Companyigesv Fees received in advance of provided ser@iegcluded in other accrued expense:s
and current liabilities and were $838,000 and $28% at December 31, 2014 and December 25, 204 & atbgely. Pursuant to Intermediate’s
Franchise Disclosure Document, company-operataduemts contribute to the advertising fund ongéime basis as franchised restaurants. /
December 31, 2014, the Company was obligated todsae additional $371,000 in future periods to clymyith this requirement.

Production costs of commercials, programming ahérarketing activities are charged to the adsiedifunds when the advertising is first
used for its intended purpose, and the costs ddréiding are charged to operations as incurredalTantributions and other marketing
expenses are included in selling, general, and r@dtrative expenses in the accompanying consolidstitements of operations.

Preopening Costs

Preopening costs incurred in connection with thenoqgy of new restaurants are expensed as inci®redpening costs, which are included in
general and administrative expenses on the accormgaoonsolidated statements of operations, wer21%1000, $201,000 and $320,000 for
the years ended December 31, 2014, December 28, 26d December 26, 2012, respectively.

Franchise Area Development Fees

The Company receives area development fees framtirsees when they execute multi-unit area devedmprgreements. The Company does
not recognize revenue from the agreements untildltaded restaurants open or at the time the dpuedat agreements expire, if the required
units are not opened. Unrecognized area developfeestotaled $486,000 and $90,000 at Decembe2@®¥ and December 25, 2013,
respectively, and are included in other accrueaegps and current liabilities and other noncutiahilities in the accompanying consolidated
balance sheets. As of December 31, 2014, the Contmhexecuted development agreements that repre@®@mitments to open eleven
franchised restaurants at various dates through.201

Gift Cards

The Company sells gift cards to its customers énréstaurants and through selected third parties gift cards sold to customers have no s
expiration dates and are subject to actual and/mmpial escheatment rights in several of the glicitons in which the Company operates. The
Company recognizes income from gift cards whenesdsl by the customer.

Operating Leases

Rent expense for the Company’s operating leaseshvgenerally have escalating rents over the tdrtheolease, is recorded on a straight-line
basis over the expected lease term. The leasedmgms when the Company has the
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right to control the use of the leased propertyichvlis typically before rent payments are due uriderterms of the lease. Rent expense is
included in occupancy and other operating expeosdke consolidated statements of operations. Tferehce between rent expense and ren
paid is recorded as deferred rent, which is induideother noncurrent liabilities in the accompargyconsolidated balance sheets. Percentage
rent expenses are recorded based on estimatedsaesss margin for respective restaurants owerctmtingency period.

Any leasehold improvements that are funded by kessentives under operating leases are recordézhashold improvements and amortized
over the expected lease term. Such incentivesisoaecorded as deferred rent and amortized agtieds to rent expense over the expected
lease term.

Income Taxes

The provision for income taxes, income taxes payahld deferred income taxes is determined usinggbet and liability method. Deferred
assets and liabilities are determined based ondeanypdifferences between the financial carryingpanis and the tax basis of assets and
liabilities using enacted tax rates in effect ia tlears in which the temporary differences are ebgokto reverse. On a periodic basis, the
Company assesses the probability that its net deféax assets, if any, will be recovered. If aéfealuating all of the positive and negative
evidence, a conclusion is made that it is mordyikean not that some portion or all of the netedliedd tax assets will not be recovered, a
valuation allowance is provided by a charge toetgpense to reserve the portion of the deferre@sarts which are not expected to be realize

The Company reviews its filing positions for allesptax years in all U.S. federal and state jurisatis where the Company is required to file.

When there are uncertainties related to potemt@ime tax benefits, in order to qualify for recdigmi, the position the Company takes has to
have at least a “more likely than not” chance ahgesustained (based on the position’s technicaits)aipon challenge by the respective
authorities. The term “more likely than not” meanikelihood of more than 50 percent. Otherwise, @ompany may not recognize any of the
potential tax benefit associated with the positibme Company recognizes a benefit for a tax positiat meets the “more likely than not”
criterion as the largest amount of tax benefit thareater than 50 percent likely of being reaimpon its effective resolution. Unrecognized
tax benefits involve management’s judgment regarttie likelihood of the benefit being sustainede Tihal resolution of uncertain tax
positions could result in adjustments to recordadants and may affect our results of operatiomgricial position and cash flows.

The Company’s policy is to recognize interest angémnalties related to income tax matters in inctemesxpense. The Company had no
accrual for interest or penalties at December 8142and December 25, 2013, respectively, and haoognized interest and/or penalties
during the years ended December 31, 2014, Decedth@013, and December 26, 2012, respectivelygdimere are no material unrecognized
tax benefits. Management believes no material chéamghe amount of unrecognized tax benefits vaitlur within in the next 12 months.

On July 30, 2014, the Company entered into an lecdax Receivable Agreement (the “TRA”). The TRAIs#&br the Company to pay to its
pre-IPO stockholders 85% of the savings in cashttieaCompany realizes in its taxes as a resultilifing its net operating losses and other
tax attributes attributable to preceding periodsdnnection with the TRA, the Company had ameriidefitst lien credit agreement (the “First
Lien Credit Agreement”) to permit dividend paymetitthe Company by its subsidiaries in amountsoupltl million per fiscal year, not to
exceed $33 million in the aggregate, while thetHifen Credit Agreement was outstanding. In fis2@14, the Company incurred a charge of
approximately $41 million relating to the presealue of its total
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expected TRA payments, $4.2 million of which islimed in other accrued expenses and current ligsiland $37.2 million of which is
included in other noncurrent liabilities, respeetwon the consolidated balance sheet at Decenihed03 4.

Fair Value Measurements

Fair value is the price that would be receivedaiban asset or paid to transfer a liability incaderly transaction between market participan
the measurement date. Financial assets and liebitiarried at fair value are classified and disetbin one of the following three categories:

» Level 1: Quoted prices for identical instrumentsative markets

» Level 2: Quoted prices for similar instrumeimtsctive markets; quoted prices for identicaliarir instruments in markets that are not
active; and mod-derived valuations whose inputs or significant eadinivers are observabl

» Level 3: Unobservable inputs used when little onmarket data is availabl

As of December 31, 2014 and December 25, 2013 timepany had no assets and liabilities measurearatdlue on a recurring basis, except
for two interest rate caps (which are Level 3 ajsethich are not material.

Certain assets and liabilities are measured av#&hire on a nonrecurring basis. In other wordsjieguments are not measured at fair value ol
an ongoing basis but are subject to fair valuesidjants only in certain circumstances (for exampleen there is evidence of impairment).
During the fiscal year ended December 31, 2014d&termined that a portion of our goodwill shoulddeeremented for the sale of the San
Antonio restaurants. We also determined that aueaht location was impaired and wrote down thestgiohg fixed assets. This determination
was based on the projected cash flows relatecetoetstaurant. Based on these analyses, we wro#® affmillion and $0.2 million,

respectively. During the fiscal year ended Decen2se2013, we determined that a portion of our gathédhould be decremented for the
eminent domain purchase by the State of CalifofFiés determination was based on the projected ftasis related to the restaurant. Base!
this analysis, we wrote off $0.6 million. Theseuations represent Level 3 measurements in thedhie hierarchy.

Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalegsjcted cash, accounts receivable, accountsbpmgad certain accrued expenses
approximate fair value due to their short-term mtigs. The recorded value of other notes payabtesenior secured notes payable
approximates fair value, based on borrowing rateseatly available to the Company for loans wittnigar terms and remaining maturities
(Level 3 measurement). The recorded value of thA @Rproximates fair value, based on borrowing ratesently available to the Company
for loans with similar terms and remaining matest{Level 3 measurement).

Stock Based Compensation

Accounting literature requires the recognition ofmpensation expense using a fair-value based méthadsts related to all share-based
payments including stock options and stock issuetbuthe Company’s employee stock plans. The gai&lafso requires companies to
estimate the fair value of share-based paymentdsiar the date of grant using an option-pricing ehotihe cost is recognized on a straight-
line basis over the period during which an empldgaequired to provide service, usually the vagperiod. For options that are based on a
performance requirement, the cost is recognizednoaccelerated basis over the period in which émfopnance criteria relate.
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Earnings per Share

Earnings per share (“EPS”) is calculated usingntbgghted average number of common shares outsigudinng each period. Diluted EPS
assumes the conversion, exercise or issuance pdtaihtial common stock equivalents unless theceféeto reduce a loss or increase the
income per share. For purposes of this calculatiptipns are considered to be common stock equiteabnd are only included in the
calculation of diluted earnings per share wherrtbfect is dilutive. The shares used to compuggdiand diluted net income (loss) per share
represent the weighted-average common shares oditsa

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardsr@dthe “FASB”) issued Accounting Standards Upddte 2014-09, Revenue from
Contracts with Customers (“ASU 2014-09%hich supersedes nearly all existing revenue reitogrguidance under GAAP. The core princ

of ASU 2014-09 is to recognize revenues when prethgoods or services are transferred to customens amount that reflects the
consideration to which an entity expects to betleatifor those goods or services. ASU 2014-09 @sfim five-step process to achieve this core
principle and, in doing so, more judgment and esté® may be required within the revenue recognjgimeess than are required under existin
GAAP.

The revised revenue standard is effective for puditities for annual periods beginning after Deloeri 5, 2016, and interim periods therein,
using either of the following transition method$:a full retrospective approach reflecting the laggtion of the standard in each prior reporting
period with the option to elect certain practicgbedients, or (ii) a retrospective approach with ¢hmulative effect of initially adopting ASU
2014-09 recognized at the date of adoption (whickudes additional footnote disclosures). The Camgpa currently evaluating the impact of
the Company’s pending adoption of ASU 2014-09 enGlompany’s financial statements and has not ytetméned the method by which it

will adopt the standard in 2017.

In August 2014, the FASB issued Accounting Stanslarpddate No. 2014-15, Going Concern (“ASU 2014-1B3U 2014-15 provides GAAP
guidance on management’s responsibility in evatgatvhether there is substantial doubt about a cagipability to continue as a going
concern and about related footnote disclosurese&oh reporting period, management will be requioeglvaluate whether there are conditions
or events that raise substantial doubt about a aagig ability to continue as a going concern withire year from the date the financial
statements are issued. The standard will be effeédir annual periods ending after December 15628fd interim periods within annual
periods beginning after December 15, 2016. Eanplieation is permitted for annual or interim repogt periods for which the financial
statements have not previously been issued. Upoptiath the Company will use the guidance in ASU£Q5 to assess going concern.

Franchise Development Option Agreement with Relate®arty

On July 11, 2014, EPL and Trimaran Pollo PartnetsC. (“LLC") entered into a Franchise Developm&ytion Agreement relating to
development of our restaurants in the New York—NéwdY—-NJ-CT—-PA Combined Statistical Area (the “iry”). EPL granted LLC the
exclusive option to develop and open fifteen restats in the Territory over five years (the “Init@ption”), and, provided that the Initial
Option is exercised, the exclusive option to depelnd open up to an additional one hundred rest&unmathe Territory over ten years. The
Franchise Development Option Agreement terminajesr( years after execution, or (ii) if the Inlt@ption is exercised, five years after that
exercise. LLC may only exercise the Initial Optib&PL first determines to begin development of pamy-operated restaurants in the
Territory or support the development of the TersitdVe have no current intention to begin develophire the Territory.
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Reclassifications

Certain reclassifications were made to the pri@ryg®nsolidated financial statements to conforroutwent year presentation. These revisions
increased working capital by $0.8 million at DecemB5, 2013 but did not impact net loss, earniregsspare, stockholders’ equity or cash
flows for 2013.

3. PROPERTY AND EQUIPMENT

The costs and related accumulated depreciatiomanutization of major classes of property are #evie (in thousands):

December 31, 201

December 25, 201

Land $ 12,32 $ 13,18¢
Buildings and improvemen 92,83 78,181
Other property and equipme 49,89( 46,07¢
Construction in progres 2,35 81F
157,40( 138,26:

Less: accumulated depreciation and amortize (75,310 (69,620
$ 82,09( $ 68,64

Depreciation expense was $11.5 million, $10.2 omlland $9.5 million for the years ended Decembef814, December 25, 2013, and
December 26, 2012, respectively. Gross value @tasmder capital leases for buildings and impre@mswas $1,800,800 and $1,884,000 at
December 31, 2014 and December 25, 2013, respycthecumulated depreciation for assets under ehfgases was $1,673,000 and
$1,703,000 for the years ended December 31, 20dDanember 25, 2013, respectively. For the yeae@mfecember 31, 2014, capital
expenditures related to restaurant remodeling amdrestaurant expenditures totaled $23.9 millionickv consisted of $7.6 million and $16.3
million, respectively. For the year ended Decent#tier2013, capital expenditures related to restauesmodeling and new restaurant
expenditures totaled $11.3 million, which consisté&9 million and $2.3 million, respectively.

4. GOODWILL AND OTHER INTANGIBLE ASSETS AND LIABILI TIES
Changes in goodwill consist of the following (irotisands):

December 31, 201 December 25, 201

Balance at beginning of year $ 249,32: $ 249,92:
Restaurant dispositic (650 (600
Balance at end of ye: $ 248,67- $ 249,32:

On September 24, 2014, we completed an agreemeatl tsix company-operated restaurants in the gré&dn Antonio area to AA Pollo, Inc.,
resulting in cash proceeds of $5.4 million. Gootlwés decremented by $650,000, based on a caloulafithe fair value of the restaurants
sold relative to the fair value of the portion bétreporting unit retained. We recognized a nat gaib2.7 million on this transaction, which is
recorded as a gain on disposition of restaurartfseimccompanying statement of operations. Thesesiaurants are now franchised. There
have been no impairment losses to goodwill lifeldte.
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The Company’s restaurant in Norwalk, Californiasvedosed in fiscal 2013 due to an eminent domaiohmase by the State of California. The
Company received proceeds of approximately $1,848,Goodwill was decremented by $600,000, basea aaiculation of the fair value of

the restaurant closed as a percentage of theveelaiir value of the remainder of the reportingtuatained. The Company recognized a net
of $400,000, which is recorded as gain on dispmsitif restaurants in the accompanying consolidstiz@ments of operations.

Domestic trademarks consist of the following (ioukands):

December 31, 201 December 25, 201
Beginning balance $ 120,70( $ 120,70(
Accumulated impairment charg (58,817 (58,817
Ending balanc: $ 61,88¢ $ 61,88¢

Other intangible assets subject to amortizatiorsisbof the following (in thousands):

December 31, 201 December 25, 201
Favorable leasehold interest $ 6,03¢ $ 6,03¢
Less: accumulated amortizati (5,260 (5,109
Total favorable leasehold interest, $ 77€ $ 934
Unfavorable leasehold intere $ (9,15¢) $ (9,15€)
Less: accumulated amortizati 7,612 7,22¢
Unfavorable leasehold interest liability, 1 $ (1,549 $ (1,929

The estimated net amortization credits (net ligifior the Company’s favorable and unfavorableséeld interests for each of the five
succeeding fiscal years and thereafter is as fall@wthousands):

Favorable Leasehol Unfavorable Leasehol
For the Years Ending Interest Interest
December 31, 2015 $ 14C $ (29¢€)
December 30, 201 13C (22¢)
December 28, 201 10€ (22%)
December 27, 201 97 (144
December 26, 201 94 (13€)
Thereaftel 211 (515)
Total $ 77¢ $ (1,549

The aggregate amortization expense for the yealsdebDecember 31, 2014, December 25, 2013, and Dexe2B, 2012 was $227,000,
$213,000, and $275,000, respectively. The remaiweighted average amortization periods of the fabler leasehold interest and the
unfavorable leasehold liability are four years airte years respectively.

5. LEASES

The Company’s operations utilize property, fa@hti equipment and vehicles owned by the Compatgased from others. Buildings and
facilities leased from others are primarily forteagants and support facilities. Restaurants aeeated under lease arrangements that general
provide for a fixed base rent and, in some
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instances, contingent rent based on a percentagy@sd operating profit or gross revenues in exoeasdefined amount. Initial terms of land
and restaurant building leases generally are ssttlean 20 years, exclusive of options to renewses of equipment primarily consist of

restaurant equipment, computer systems and vehidiesCompany subleases facilities to certain h&ses and other non-related parties
which are recorded on a straight-line basis.

Information regarding the Company’s future leaskgalions at December 31, 2014 is as follows (iougands):

Capital Leases Operating Leases
Minimum Minimum Minimum
Minimum
Lease Sublease Lease Sublease
For the Years Endinc Payments Income Payments Income
December 30, 2015 $ 32 $ 72 $ 19,91; $ 1,13¢
December 29, 201 25¢ 72 20,17¢ 1,161
December 28, 201 19¢ 28 19,64¢ 1,115
December 26, 201 172 — 18,081 97(
December 25, 201 95 — 16,51« 624
Thereaftel 154 — 117,79! 1,76¢
Total $ 1,19¢ $ 172 $212,13: $ 6,77F
Less: imputed interest (11.0% to 14.8 (359
Present value of capital lease obligati 84¢€
Less: current maturitie (20¢)
Noncurrent portiot $ 63¢
Net rent expense is as follows (in thousan
December 31 December 2t December 2€
For the Years Endec 2014 2013 2012
Base rent $ 19,067 $ 18,73: $ 18,33
Contingent ren 35C 491 418
Less: sublease Incon (3,579) (3,6072) (3,489
Net rent expens $ 15,84¢ $ 15,62: $ 15,26(

Base rent and contingent rent are included in cacoyp and other operating expenses, while subleasenie is included in franchise revenue in
the accompanying consolidated statements of opesatBublease income includes contingent rentahiecof $1.6 million, $1.7 million, and
$1.6 million for fiscal 2014, 2013, and 2012, regpely.

The Company is a lessor for certain property, itéedl and equipment owned by the Company and letasethers, principally franchisees,
under noncancelable leases with initial terms magdriom three to nine years. The lease agreememisrglly provide for a fixed base rent and,
in some instances, contingent rent based on antege of gross operating profit or gross reventietal rental income included in franchise
revenue in the accompanying consolidated stateneémigerations for leased property was $401,0007 %80 and $366,000 for fiscal 2014,
2013, and 2012, respectively.
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Minimum future rental income for company-operatedpgrties under noncancelable operating leaseshvidirecorded on a straiglite basis
in effect as of December 31, 2014, is as followstifousands):

For the Years Endinc

December 31, 201 $204
December 30, 201 104
December 28, 201 90
December 27, 201 90
Total future minimum rental incorr $48¢

6. NEW CREDIT AGREEMENTS

On December 11, 2014, the Company refinanced li§ dath EPL, Intermediate, and Holdings enteringpia credit agreement with Bank of
America, N.A., as administrative agent, swingliaeder, and letter of credit issuer, the lendertyghereto, and the other parties thereto, w
provides for a $200 million five-year senior sealrevolving facility (the “2014 Revolver”). The 20Revolver includes a sub limit of $15
million for letters of credit and a sub limit of $illion for swingline loans. At December 31, 20$4.4 million of letters of credit were
outstanding and $27.6 million was available to barunder the revolving line of credit. At DecemBdy, 2014, the previous letters of credit
related to the 2013 Term Loans remained outstandingse letters of credit were released subsedogmtar end. The 2014 Revolver will
mature on or about December 11, 2019.

Borrowings under the 2014 Revolver (other than swmingline loans) bear interest, at the borrowepsam, at rates based upon either LIBOR
or a base rate, plus, for each rate, a marginmeted in accordance with a lease-adjusted congelidaverage ratio-based pricing grid. The
base rate is calculated as the highest of (a)etherél funds rate plus 0.50%, (b) the prime rat@astk of America, or (c) LIBOR plus 1.00%.
For LIBOR loans, the margin is in the range of %7t® 2.50%, and for base rate loans the margimtisé range of 0.75% and 1.50%. The
margin is initially set at 2.00% for LIBOR loansdaat 1.00% for base rate loans until the delivérjn@ancial statements and a compliance
certificate for the period ended March 25, 2015 Triterest rate was 2.16% at December 31, 2014.

The 2014 Revolver includes a number of negativefemashcial covenants, including, among others fatlewing (all subject to certain
exceptions): a maximum lease-adjusted consolidatedage ratio covenant, a minimum consolidateddigharge coverage ratio, and
limitations on indebtedness, liens, investmentsesales, mergers, consolidations, liquidatioissotlutions, restricted payments, and negative
pledges. The 2014 Revolver also includes certastoonary affirmative covenants and events of defdille Company was in compliance with
all such covenants at December 31, 2014. See Nfoteréstrictions on the payment of dividends uritier2014 Revolver.

Transaction Costs

Transaction costs of $1.5 million were incurregamnection with the December 11, 2014 refinancimgj\aere capitalized and are included in
other assets in the accompanying consolidated balsimeets and the related amortization is reflex$esl component of interest expense, net, |
the accompanying consolidated financial statements.

Maturities

There are no required principal payments prior &urity for the 2014 Revolver.
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7. PRIOR CREDIT AGREEMENTS

On October 11, 2013, the Company refinanced it$, dgth EPL entering into (i) a new first lien ciedgreement (the “2013 First Lien Credit
Agreement”) that included a $190 million seniorwged term loan (the “2013 First Lien Term Loan"Hansenior secured revolving credit
facility of $15 million (the “2013 Revolver”) thain each case, was to mature in October 2018, igralriew second lien credit agreement (the
“2013 Second Lien Credit Agreement” and, togethigh whe 2013 First Lien Credit Agreement, the “2@iRdit Agreements”) that included a
$100 million second lien term loan (the “2013 Setbaren Term Loan” and, together with the 2013 Fiiign Term Loan, the “2013 Term
Loans”)that were to mature in April 2019. The proceedeing from the 2013 Term Loans on October 11, 204& $14.4 million of cash ¢
hand, were used to pay off the senior securedliérstcredit facility due July 2017 and 17% sec@nidrity senior secured notes due January
2018 (collectively, the “2011 Financing Agreemetaid to pay fees and expenses in connection tlitbrew

The 2013 Credit Agreements were executed with imégliate as guarantor, Jefferies Finance LLC asradtrative agent, collateral agent, and
a lender, and, solely with respect to the 2013 Eien Credit Agreement, General Electric Capitak@bration as issuing bank, swing line
lender, and a lender, and GE Capital Bank as atend

First Lien Credit Agreement

Loans under the 2013 First Lien Credit Agreemenme lioterest at an Alternate Base Rate or LIBORERIL’s option, plus an applicable marg
The applicable margin rate under the 2013 Firsh IGeedit Agreement was 4.25% with respect to LIBIlo&hs and 3.25% with respect to
Alternate Base Rate loans with a 1.00% floor withpect to the LIBOR rate. Interest was due on ésaaunts under Alternate Base Rate
elections on a monthly basis and on loan amourgsrzpinterest based on LIBOR at the end of eatdrast period in effect, provided that w
respect to LIBOR interest periods longer than thmeaths, interest was payable at three-month iaterifhe 2013 First Lien Term Loan was
issued at a discount of $950,000, and this disceastbeing accreted over the term of the loanguthia effective interest method. The
unamortized discount at December 25, 2013 was $900,

The 2013 First Lien Term Loan required that quéytprincipal payments of 0.25% be made commencirrgaid 26, 2014. Obligations under
the 2013 First Lien Credit Agreement were secuned first priority lien on substantially all of ERLand Intermediate’s assets.

The 2013 Revolver provided for a $15 million revinty line of credit. At December 25, 2013, $7.3 roill of letters of credit were outstanding
and $7.7 million was available to borrow undertiyeolving line of credit.

In conjunction with the December 11, 2014, refinagof EPL's debt, the 2013 First Lien Term Loan was repailinresulting in an expen:
of $3.9 million related to the remaining unamontizieferred finance costs and the write off of $@ilfion of unamortized discount. These
costs were expensed and are reflected in lossroneed@inguishment of debt in the accompanying adidated statements of operations.

Second Lien Credit Agreement

Loans under the 2013 Second Lien Credit Agreemerg imterest at an Alternate Base Rate or LIBOFERIL's option, plus an applicable
margin. The applicable margin rate under the 204&®8d Lien Credit Agreement was 8.50% with respetiBOR loans and 7.50% with
respect to Alternate Base Rate loans with a 1.06&6 fvith respect to the LIBOR rate. Interest wag @n loan amounts under Alternate Base
Rate elections on a monthly
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basis and on loan amounts bearing interest basetB@R at the end of each interest period in effpobvided that with respect to LIBOR
interest periods longer than three months, intavestpayable at three-month intervals. The 201®18ktien Term Loan was issued at a
discount of $1.0 million, and this discount wasrigeaccreted over the term of the loan, using tfext¥e interest method. The unamortized
discount at December 25, 2013 was $962,000. Tha 3@tond Lien Term Loan and the related guaramtees secured by a second-priority
lien on substantially all of the assets and equitgrests of EPL and Intermediate, subject to aegaceptions, which were also used to secure
the 2013 First Lien Term Loan on a first-prioritgdis.

In conjunction with the Company’s IPO, the 2013 @wtLien Term Loan was repaid in full. In conjunctiwith the repayment of the 2013
Second Lien Term Loan, the Company incurred calirpums of $1.5 million. In addition, the Companyersed $2.7 million of the remaini
unamortized deferred finance costs and wrote af $dillion of unamortized discount. These costsenexpensed and are reflected in loss on
early extinguishment of debt in the accompanyingsotidated statements of operations.

Transaction costs

Transaction costs of $8.1 million were incurreg@amnection with the October 11, 2013 refinancind @aere capitalized and are included in
other assets in the accompanying consolidated balsimeet at December 31, 2013, and the relatediaation is reflected as a component of
interest expense, net in the accompanying consetidinancial statements.

2011 Prior Credit Agreement

On July 14, 2011 the Company entered into a ceggitement (“Prior Credit Agreement”) that inclu@e#i170 million Senior Secured Term
Loan (the “Prior Term Loan”) that was due to matuwrduly 2017 and a senior secured revolving craditity of $12.5 million (the “Prior
Revolver,” and together with the Term Loan, theidPBSenior Credit Facility”) that was due to matimeJuly 2016. EPL also issued $105
million of 17% second priority senior secured natee January 2018 (“2018 Notes”).

The Prior Credit Agreement was executed with Inettiate as guarantor. The Senior Credit Facility sexsired by a first priority lien on
substantially all of EPL’s and Intermediate’s asset

In conjunction with the October 11, 2013 refinamgcaf EPL’s debt, call premiums of $3.3 million weneurred in connection with the
repurchase of the Prior Senior Credit Facilityattdition, the Company expensed $5.1 million ofrétaaining unamortized deferred finance
costs and wrote off $3.2 million of unamortizedodignt, associated with the Prior Senior Credit [Rgcirhese costs were expensed and are
reflected in loss on early extinguishment of delthie accompanying consolidated statements of tipesa

Second Priority Senior Secured Notes (“2018 Notes”)

The 2018 Notes bore cash interest of 12.5% perrapmhich was due semi-annually in January and duigach year, which commenced on
January 1, 2012. An additional 4.5% non-cash isteamount accrued on the 2018 Notes, which wascatddine principal amount of the 2018
Notes on each interest payment date. The 2018 Maesissued at a discount of $3.2 million, and thscount was accreted over the terr
the notes, using the effective interest rate metfibe 2018 Notes were unconditionally guaranteethigrmediate and each existing and
subsequently acquired wholly-owned domestic subsidif EPL. The 2018 Notes were due to mature onagy 10, 2018.
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In conjunction with the October 11, 2013 refinamgcaf EPL’s debt, call premiums of $4.6 million wéneurred in connection with the
repurchase of the 2018 Notes. In addition, the Gomgxpensed $3.2 million of the remaining unamaedideferred finance costs and wrote
off $2.0 million of the remaining unamortized disow, associated with the Prior Senior Credit FcilThese costs were expensed and are
reflected in loss on early extinguishment of debthie accompanying consolidated statements of tipesa

Hedging Arrangements

In connection with our credit agreements, we ent@r two interest rate caps with Wells Fargo BaxlA. The first interest rate cap is for a
notional amount of $30 million, with a cap rate3080% based on 1 month USD LIBOR, terminating ocddeber 1, 2015. The second interes
rate cap is for a notional amount of $120 milliasith a cap rate of 3.00% based on 1 month USD LIBtRninating on December 1, 2016.
The fair value of these instruments is not materidbecember 31, 2015.

8. OTHER ACCRUED EXPENSES AND CURRENT LIABILITIES

Other accrued expenses and current liabilitiesisbogthe following (in thousands):

December 31, 201 December 25, 201
Accrued sales and property ta $ 3,91¢ $ 3,19(
Income tax receivable agreement pay: 4,17( —
Gift card liability 1,53¢ 1,37¢
Other 3,39( 3,251
Total other accrued expenses and current lialsi $ 13,01 $ 7,82¢
9. OTHER NONCURRENT LIABILITIES
Other noncurrent liabilities consist of the follawi (in thousands):
December 31, 201 December 25, 201
Deferred rent $ 6,20¢ $ 6,64¢
Income tax receivable agreement pay: 37,21 —
Other 2,73( 1,39¢
Total noncurrent liabilitie: $ 46,147 $ 8,04¢
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10. INCOME TAXES
The provision for income taxes is based on thefalhg components (in thousands):

December 31 December 2E December 2€
For the Years Endec 2014 2013 2012
Current income taxe:
Federa $ 1) $ — $ 2
State 29 30 26
Total current 28 30 28
Deferred income taxe
Federa (44,13) 1,03 1,01z
State (22,864 334 98¢
Total deferrec (67,007 1,371 1,99¢
Charge in lieu of tax (attributable to stock optip 3,96¢ — —
Tax provision for income taxe $ (63,009 $ 1,401 $ 2,027

The provision for income taxes differs from the amibcomputed by applying the federal income tas eat follows:

December 31 December 2t December 2¢€

For the Years Endec 2014 2013 2012
Statutory federal income tax rate of 35%

applied to earnings before income taxe

and extraordinary iterr 35.(% 35.(% 35.(%
State tax benefit (net of federal bene (5.7) 5.4 12.7
State tax credit 32.7% — —
TRA expenst (70.6) — —
Change in tax rat — — (15.5)
Change in valuation allowan: 317.¢ (43.9 (75.9
Other 1.7 (6.9 5.2
Total 307.7% (9.5% (38.5%

Deferred income tax assets and liabilities arendemb for differences between the financial statedraed tax basis of the assets and liabilities
that will result in taxable or deductible amoumtghe future based on enacted laws and rates apfdito the periods in which the differences
are expected to affect taxable income. Valuatitowalnces are established when necessary to redfieeat tax assets to the amount expecte
to be realized.

The Company has evaluated the available evidermosting the realization of its gross deferreddasgets. After evaluating all of the positive
and negative evidence, including the Comparmgntinued income from operations and the redudtionterest expense resulting from the 2
and 2013 refinancing of debt and from the Compal3@ and resultant payoff of the 2013 Second LiemTLoan, the Company concluded
that it is more likely than not that its deferrea issets will be realized. As a result, in fi@l4, the Company released its valuation allow
of approximately $65 million, which was recordedadsenefit to income taxes. The valuation allowancesased $6.3 million in fiscal 2013.
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On July 30, 2014, the Company entered into the TR¥& TRA calls for the Company to pay its pre-IR@ckholders 85% of the cash savings
that the Company realizes in its taxes as a re$ulttilizing its NOLs and other tax attributes éttrtable to preceding periods. In fiscal 2014,

Company incurred a charge of approximately $4liomltelated to the present value of its total exp@éd RA payments. The TRA charge of
$41 million is a permanent add-back to the Compatgxable income and resulted in approximatelyrildon of tax expense in fiscal 2014.

In fiscal 2014, the Company applied for CaliforBiaterprise Zone (“EZ") credits, resulting in appiroately $10.3 million of California tax
credits and approximately $6.7 million of additibdaferred tax assets and tax benefits.

The Company’s deferred tax assets and liabilitesist of the following (in thousands):

December 31 December 2&
2014 2013
Deferred asset:
Capital lease $ 362 $ 41z
Accrued vacatiol 652 621
Accrued lega 421 234
Deferred ren 3,34¢ 1,89¢
Accrued worker' compensatiol 1,62¢ 1,04t
Enterprise zone and other crec 10,81¢ 53C
Net operating losse 50,91 54,96(
Fixed asset 4,621 4,60¢
Deferred financing cos — 19
Other 3,99t 5,85¢
76,75 70,18¢
Valuation allowanct — (65,110
Net deferred tax asse 76,75: 5,074
Deferred liabilities
Goodwill (8,272) (7,357)
Trademark (26,489 (26,31Y)
Prepaid expens (649) (570
Other (6,287%) (2,777
Deferred tax liabilities (41,699 (37,019
Net deferred tax liabilitie $ 35,05¢ $ (31,949

The deferred tax amounts mentioned above havedassified on the accompanying consolidated balaheets as follows (in thousands):

December 31 December 2&
2014 2013
Current:
Assets (liabilities $ 19,49( $ 44z
Noncurrent;
Assets (liabilities’ 15,56¢ (32,38)
$ 35,05¢ $ (31,949
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As of December 31, 2014, the Company has fedechbtate NOL carryforwards of approximately $116lionl and $134 million, respectively,
which expire beginning in 2025 and 2015, respebtivEhe Company also has state enterprise zonédts@thpproximately $10.6 million,
which carry forward for 10 years, and federal atadesalternative minimum tax (“AMT") credits of amximately $0.2 million, which carry
forward indefinitely. The utilization of NOL carrgfwards may be subject to limitations under secd®a of the Internal Revenue Code of 1
(the “Code”) and similar state law provisions. ischl 2014, the Company completed a section 38B/sinand determined that all of the
Company’s NOL carryforwards and other tax attrilsltaee subject to limitation under section 382. Hesvethat limitation did not impact the
Company’s current year tax liability.

The Company has elected to utilize the tax-law-ondeapproach with respect to excess share-basegamsation deductions. Under this
approach, the utilization of excess tax deductassociated with share-based awards is dictateddwysjons in the tax law that identify the
sequence in which such benefits are utilized fopiarposes. In fiscal 2014, the Company recogniredxcess tax deduction of approximately
$9.9 million, and the windfall tax benefit of apphmately $4.0 million was recorded in additionalgpan capital (“APIC”) pursuant to the tax-
law-ordering approach.

Recently enacted tax laws may also affect the taxipion on the Compang’consolidated financial statements. The stateatifd@nia passed
new law which mandates the use of a single saitsrfapportionment formula for tax years beginromgor after January 1, 2013. As a result,
the state deferred tax assets were revalued dilméngear ended December 25, 2013 in order to atdouthe change in the tax law. As of
December 31, 2014, there was no valuation allowagegnst the state deferred tax asset. As of Deeefity 2013, there was a 100% valuatiol
allowance against the state deferred tax asset.

As of December 31, 2014, December 25, 2013, anéber 26, 2012, the Company had no accrual forcogrézed tax benefits.
Consequently, no interest or penalties have beenied by the Company. The Company believes thaigrificant changes to the amount of
unrecognized tax benefits will occur within the hiexelve months.

The Company is subject to taxation in the Uniteatét and in various state jurisdictions. The Compano longer subject to U.S. examinat
for years before 2011 by the federal taxing autiipaind for years before 2010 by state taxing aitibe.

11. EMPLOYEE BENEFIT PLANS

The Company sponsors a defined contribution empldngmefit plan that permits its employees, suliecertain eligibility requirements, to
contribute up to 25% of their qualified compensatio the plan. The Company matches 100% of the@mapbk’contributions of the first 3% «
the employees’ annual qualified compensation, &% bf the employees’ contributions of the next 22the employees’ annual qualified
compensation. The Company’s matching contributioméediately fully vests. The Company’s contributidmshe plan for the years ended
December 31, 2014, December 25, 2013, and Dece26b@012 were $503,000, $447,000, and $396,00@casply.

12. STOCK-BASED COMPENSATION

As of December 31, 2014, options to purchase 3]10Bshares of common stock of the Company wergéandsg. Included in the
December 31, 2014 amount are 2,067,727 optionstkdully vested. The remaining options vest dirae or upon the Company’s attaining
annual financial goals. However, the compensatannittee of the board of directors, as administratdhe Company’s 2014 Omnibus
Equity

87



Table of Contents

EL POLLO LOCO HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (contin ued)

Incentive Plan, has the power to accelerate thiéngeschedule of stock-based compensation, andrghy, in the event of an employee
termination in connection with a change in contriilhe Company, any unvested portion of an awardkuthe plan shall become fully vested.
In fiscal 2013 and 2012, the Company granted 53a2®l 2,126,677 options with an exercise priceso84, which was greater than the fair
value of the common stock on the date of graninfpren options). As of December 31, 2014, 1,924,8@&mMium options remain outstanding.
In fiscal 2014 and 2013, the Company granted 23z0% 267,619 options with an exercise price etjutde fair value of the common stock
on the date of grant. Of the total options gramefiscal 2014, 2013, and 2012, 50% are performédmased and vest according to whether
certain financial targets are met, and the remgibid?s vest over four or three years. The optiomeggly expire 10 years from the date of
grant. Changes in stock options for the years emo@mber 31, 2014 and December 25, 2013, ardlas$o

Weighted-Average

Shares Exercise Price

Outstanding—December 26, 2012 3,472,53! $ 5.2¢

Grants 802,85 5.2t

Exercisec — —

Forfeited, cancelled or expire 937,30() 4.9¢

Outstandin—December 25, 201 3,338,09! 5.31

Grants 229,04¢ 15.5¢

Exercisec (496,94:) 4.2

Forfeited, cancelled or expire (29 5.31

Outstandin—December 31, 201 3,070,171 $ 6.2¢F

Vested and expected to vest at December 31, 3,070,171 $ 6.28

Exercisable at December 31, 2( 2,067,72 $ 5.81
Stock options at December 31, 2014 are summargzéallaws:

Weighted-Average
Remaining Weighted-
Range of Exercis Number Contractual Life Average Exercise Number Weighted-Average
Prices Outstanding (in Years) Price Exercisable Exercise Price
$1.81—%$4.09 734,49¢ 7.64 $3.0¢ 467,15 $2.8:
5.84—10.09 1,994,96. 7.3 5.9¢ 1,460,27. 6.04

12.73+-36.42 340,71 7.0¢ 14.62 140,30: 13.2¢
$1.81+—%$36.42 3,070,171 7.3€ $6.2¢ 2,067,72 $5.81

The intrinsic value of options outstanding and @psi exercisable, calculated as the difference tetwlee market value as of December 31,
2014 and the exercise price, are $42.2 million$2@3 million, respectively. The intrinsic valueadtions exercised, calculated as the
difference between the market value on the daexefcise and the exercise price, was $11.5 milBorand $11,400 for fiscal years 2014, 2
and 2012, respectively.

Options are accounted for as follows:

Employee Options

The Company expenses the estimated fair value pfogree stock options and similar awards based emgtant-date fair value of the award.
For options that are based on a service requirerttentost is recognized on a straight-line basés the period during which an employee is
required to provide service, usually the vestingqae The options granted in fiscal 2012 had adhrear vesting period while the options
granted in fiscal 2013
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and 2014 had a four year vesting period. For opttbat are based on a performance requirementpsias recognized over the period which
the performance criteria relate to. The Companyausisorized 4,402,240 shares of common stock $oraisce in connection with stock optic
As of December 31, 2014, 834,763 shares were élailar grant. In order to meet the fair value meament objective, the Company utilizes
the Black—Scholes option-pricing model to value pemsation expense for share-based awards and Velspisd estimates of various inputs
including forfeiture rate, expected term life, egtgal volatility, and risk-free interest rate. Tloeféiture rate is based on historical rates and
reduces the compensation expense recognized. Peetexl term of options granted is derived fromsihgplified method. The riskee interes
rate is based on the implied yield on a U.S. Trgasanstant maturity with a remaining term equatte expected term of the Company’s
employee stock options. Expected volatility is liase the comparative industry entity data. The Camypdoes not anticipate paying any cash
dividends in the foreseeable future and therefees an expected dividend yield of zero for optialuation. The volatility factor was
determined based on four publicly-traded compant@sh are in the same market category as the Coygdne peer companies were selectec
based on similarity of market capitalization, sirel certain operating characteristics. The caledlablatility was established by taking the
historical daily closing values prior to grant dadeer a period equal to the expected term, foh @fi¢he peer companies.

The weighted-average estimated fair value of emg#atock options granted during the year endedrleee31, 2014 was $6.23 per share
using the Black—Scholes model with the followinggi#ed-average assumptions used to value the option gexpected volatility of 32.4%
41.0%, expected life of 5.75 years, risk-free iastrate of 1.70% to 1.72%, and expected dividef@8s.

The weighted-average estimated fair value of emg#gtock options granted during the year endedleee25, 2013 was $1.40 per share
using the Black—Scholes model with the followinggtted-average assumptions used to value the ogtamts: expected volatility of 40.6%,
expected life of 6.25 years, risk-free interestsaif 1.15% to 1.99%, and expected dividends of 0%.

The weighted-average estimated fair value of emg#atock options granted during the year endedleee26, 2012 was $0.60 per share
using the Black—Scholes model with the followingigt#ed-average assumptions used to value the ogtaomts: expected volatility of 39.0%,
expected life of 5.75 years, risk-free interest i@t 1.02%, and expected dividends of 0%.

During the years ended December 31, 2014, Decegiheéx013 and December 26, 2012, the Company revedshare-based compensation
expense of $1.1 million, $822,000 and $860,00(eaetvely. These expenses were included in gemadbhdministrative expenses consistent
with the salary expense for the related optionedké accompanying consolidated statements of tipesa

As of December 31, 2014, there was total unreceghtompensation expense of $0.8 million relataghtested stock options which the
Company expects to recognize over a weighted aegragod of 1.0 years.

The Company has a Stockholders Agreement thatgeewvthat, under certain circumstances, certain geanant holders of shares, including
shares acquired from exercise of option awardspoasuch shares to the Company at fair markeevddecause the events that could trigger
the right to put are not within the control of tin@anagement holders, such option awards are clkdsi§ liabilities only when the condition that
could trigger the put right is probable of occugrihs of December 31, 2014, the Company concludatthe contingent events are not
probable and therefore the option awards are flegsis equity. The Company’s Stockholders Agredratso provides the Company with call
rights if a management holder leaves the Companydious reasons. The Company has sufficient aiztbab capital, has the ability to deliver
shares, and does not
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have a practice of repurchasing shares for casbn the completion of the qualified initial publiéering, the related shares are no longer

puttable or callable.

Restricted Stock

In addition, in connection with the completion afrdPO, we granted two of our directors restrics&mtk grants for 3,333 shares each,
equivalent to $50,000 divided by our public offeriprice. These grants vest based on continuedcgeovier three years. We base the amot

unearned compensation recorded on the market ealine shares on the date of issuance. In fischd 2the Company recognized share-basec

compensation expense of $32,000. This expensenehaled in general and administrative expenselseratcompanying consolidated
statements of operations. As of December 31, 2hibde was total unrecognized compensation exper&E98,000 related to unvested
restricted shares, which the Company expects tugreéze over a weighted-average period of 2.5 years.

Changes in restricted shares for the year endedrbleer 31, 2014, are as follows:

Unvested shares at December 25, 2013
Grantec

Release(

Forfeited, cancelled, or expirt

Unvested shares at December 31, 2

13. NET INCOME (LOSS) PER SHARE

Shares

ol o
13
~ ~

Weighted-Average

Fair Value
$ —
34.5¢
$ 34.5¢

Basic net income (loss) per share is calculateagusie weighted-average number of shares of constumk outstanding during the years
ended December 31, 2014, December 25, 2013, anghidexs 26, 2012. Diluted net income (loss) per shsacalculated using the weighted-
average number of shares of common stock outstgrathid potentially dilutive during the period, usthg treasury stock method.

Below are our basic and diluted net income (loss)ghare data for the periods indicated, whicliratkousands except for per share data.

For the Years Endec
Numerator:
Net income (loss

Denominator
Weightec-average shares outstanc—Basic
Weightec-average shares outstanc—Diluted

Net income (loss) per sh—Basic
Net income (loss) per shi—Diluted

Anti-dilutive securities not considered in diluted
EPS calculatiol

December 31
2014

42,46

32,285,48
34,346,24

$ 1.3Z
$ 1.24
5,86¢

90

December 25
2013

$ (16,879

28,712,62
28,712,62

$ (059
$ (059

December 26
2012

$ (7,869

28,712,19
28,712,19

$  (0.27)
$  (0.27)

836,40:
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For the year ended December 25, 2013, potentidllyivce securities, which consist of options to ¢haise 1,709,748 shares of common stor
prices ranging from $1.81 to $12.72 were not inethch the computation of diluted net loss per shaeause such inclusion would be
antidilutive.

For the year ended December 26, 2012, potentidllyivce securities, which consist of options to ghaise 836,402 shares of common stock at
prices ranging from $1.81 to $12.72 were not inetlich the computation of diluted net loss per sha&@ause such inclusion would be
antidilutive.

Below is a reconciliation of basic and diluted sheounts.

December 31 December 25 December 26

For the Years Endec 2014 2013 2012
Weighted-average shares outstanding—Basic 32,285,48 28,712,62 28,712,19
Dilutive effect of stock options and restricted &% 2,060,75 — —
Weightec-average shares outstanc—Diluted 34,346,24 28,712,62 28,712,19

14. COMMITMENTS AND CONTINGENCIES
Legal Matters

On or about February 24, 2014, a former employed f class action in the Superior Court of theeSth California, County of Orange, agai
EPL on behalf of all putative class members (allyoemployees from 2010 to the present) allegiegain violations of California labor laws,
including failure to pay overtime compensationiuia to provide meal periods and rest breaks, ailaré to provide itemized wage stateme
The putative lead plaintiff's requested remedietude compensatory and punitive damages, injuncéiref, disgorgement of profits, and
reasonable attorneys’ fees and costs. No speaifauat of damages sought was specified in the cdntplehe Company was served with the
complaint on March 3, 2014. While the Company ideeto vigorously defend against this action, inolgdts class certification, the ultimate
outcome of the case is presently not determinableig in a preliminary phase. Thus, the Compaamynot at this time determine the likelihood
of an adverse judgment nor a likely range of damagé¢he event of an adverse judgment. Any settigrok or judgment with a negative
outcome arising from, this lawsuit could have aenat adverse effect.

The Company is also involved in various other ckaand legal actions that arise in the ordinary sewf business. The Company does not
believe that the ultimate resolution of these otiwions will have a material adverse effect onGlenpany’s financial position, results of
operations, liquidity, or capital resources. A $igant increase in the number of claims, or aréase in amounts owing under successful
claims, could materially and adversely affect tteemPany’s business, financial condition, resultspérations, and cash flows.

Purchasing Commitments

The Company has long-term beverage supply agresmséiiit certain major beverage vendors. Pursuathiederms of these arrangements,
marketing rebates are provided to the Company tarfdainchisees from the beverage vendors basedthpaiollar volume of purchases for
system-wide restaurants which will vary accordioghteir demand for beverage syrup and fluctuatioribe market rates for beverage syrup.
These contracts have terms extending into 2017 avitestimated Company obligation totaling $18.3iomil

At December 31, 2014, the Company'’s total estimatgdmitment to purchase chicken was $704,000.
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Contingent Lease Obligations

As a result of assigning the Company’s interesttligations under real estate leases in conneutitinthe sale of Company-operated
restaurants to some of the Companfyanchisees, the Company is contingently liabléour lease agreements. These leases have vasious
the latest of which expires in 2022. As of Decentier2014, the potential amount of undiscountedvgayts the Company could be require:
make in the event of non-payment by the primargdesvas $1,642,000. The present value of thesat@teayments discounted at the
Company'’s estimated pre-tax cost of debt at Dece®be2014 was $1,515,000. The Company'’s franchisee primarily liable on the leases.
The Company has cross-default provisions with tlfiesehisees that would put them in default of tii@inchise agreements in the event of
non-payment under the leases. The Company beltbaethese cross-default provisions reduce thethigkpayments will be required to be
made under these leases. Accordingly, no lialdilég been recorded in the Company’s consolidateddial statements related to these
contingent liabilities.

Employment Agreements

The Company has employment agreements with fotiveobfficers of the Company on an at will basise3éagreements provide for minimum
salary levels, possible annual adjustments for-abiving changes, and incentive bonuses thapaseable under certain business conditions.

Indemnification Agreements

The Company has entered into indemnification agesdswith each of its current directors and exseutifficers. These agreements require
the Company to indemnify these individuals to thikéebt extent permitted under Delaware law agdiabtlities that may arise by reason of
their service to the Company and to advance exgéansarred as a result of any proceeding agaieshths to which they could be indemnifi
The Company also intends to enter into indemnificeagreements with future directors and execuif¥ieers.

15. RELATED PARTY TRANSACTIONS

Trimaran Capital, L.L.C. (“Trimaran”) and Freemapagli & Co. (“Freeman Spogli”) indirectly benefitigown shares sufficient for majority
control over all matters requiring stockholder wt@cluding: the election of directors; mergemsolidations and acquisitions; the sale of all
or substantially all of the Company’s assets ahemtlecisions affecting the Company’s capital $tmg amendments to the Company’s
certificate of incorporation or by-laws; and then@qmany’s winding up and dissolution. Furthermoraspant to the limited liability company
operating agreement of LLC, investment funds maddoyeTrimaran and Freeman Spogli have the rigiistruct LLC to appoint certain
members of the board of directors of the Companlyjext to certain conditions. Specifically, providel C owns a majority of the Company’s
common stock, Freeman Spogli will be able to appoire member of the board of directors for so laggt holds 5% of the outstanding
membership interests of LLC, and Trimaran will lndeeto appoint the remaining members of the boéwirectors.

On November 18, 2005, the Company entered into aitgling and Management Services Agreement (thaéament”) with Trimaran Fund
Management, L.L.C. (“Fund Management”), an affdiaf the majority owner of the Company and of dertirectors, which provides for
annual fees of $500,000 and reasonable expensessAgteement was amended on December 26, 2007taradffiliate of Freeman Spogli,
Freeman Spogli & Co. V, L.P., as a party sharinthanfees payable under the Agreement. During ¢aesyended December 31,

2014, December 25, 2013, and December 26, 2013,33d, $624,000, and $612,000, respectively, waie pursuant to this Agreement.
These amounts are included in general and adndtiistrexpenses in the accompanying consolidatéeinséats of operations. The Agreement
terminated as of the Company’s initial public oiffigr.
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16. STOCK SPLIT, AUTHORIZATION OF ADDITIONAL SHARES , AND INITIAL PUBLIC OFFERING

On July 14, 2014, Holdings amended its certificHtacorporation to increase the number of sharastoldings is authorized to issue to
200 million shares of common stock, par value $@€&lshare. The amendment of the certificate afriporation effected an internal
recapitalization pursuant to which Holdings effelcée 8.56381-for-1 stock split on its outstandingimon stock.

Accordingly, all common share and per share amaurttse consolidated financial statements and theses thereto have been adjusted to
reflect the 8.56381-for-1 stock split as thoughdturred at the beginning of the initial periodgeneted.

On July 24, 2014, Holdings amended and restatexbitificate of incorporation to, among other thingcrease its authorized share count to
300,000,000 shares of stock, including 200,00080@0es of common stock and 100,000,000 share®ferped stock, each par value $0.01
share. On July 30, 2014, Holdings completed itsainpublic offering of 8,214,286 shares of comnsbock at a price to the public of $15.00
share (the “IPO”), including 1,071,429 shares s$olthe underwriters pursuant to their option toghase additional shares. After underwriting
discounts, commissions, and fees and expense®obffiering and distribution, as set forth in ougiggration statement for the IPO on Form S-
1, the Company received net IPO proceeds of apmetely $112.3 million. The Company used these mdse@rimarily to repay in whole a
$100 million second lien term loan (the “SecondnLieerm Loan”).

17. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following table sets forth a summary of ourudited quarterly operating results for each oflést eight quarters in the period ended
December 31, 2014. We have derived this data frarmupaudited consolidated interim financial stateteg¢hat, in our opinion, have been
prepared on substantially the same basis as thieddihancial statements contained elsewhereigrdéport and include all normal recurring
adjustments necessary for a fair presentationeofittancial information for the periods presenfBaese unaudited quarterly results should be
read in conjunction with our financial statemenmnid aotes thereto included elsewhere in this refibre. operating results in any quarter are no
necessarily indicative of the results that may\jgeeted for any future period.
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QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

2014 2013

(Dollar amounts in thousands, excef
share data) Dec. Sept. June Mar. Dec. Sept. June Mar.
Selected Financial Dat¢
Total revenue ($ 89,97: 86,55 86,90¢ 81,427 76,23¢ 79,76° 81,727 76,99t
Income from Operations (¢ 11,31 13,62 12,84 11,51( 9,67¢ 10,65: 12,18: 9,88¢
(Benefit) provision for income taxt (2,606 (61,389 57C 417 (604) (230) 1,971 164
Net income (loss) (¢ 4,5752)6) 25,8424 6,562 5,47(@ (18,149 ® 91¢ 41C (6C)
Per Share Data®):
Net income (loss) per sha
Basic 0.12 0.7¢ 0.28 0.1¢ (0.69) 0.0t 0.01 (0.00
Diluted 0.12 0.7¢ 0.21 0.1¢ (0.69) 0.0¢ 0.01 (0.00
Weighted average shares used in computing net ia

(loss) per shar
Basic 37,149,37 34,221,82 28,715,48  28,712,62  28,712,62 28,712,62 28,712,62 28,712,62
Diluted 39,691,65 36,821,09 30,372,28  30,157,31  28,712,62 29,383,52 28,712,62 28,712,62
Selected Operating Date
Number of restaurants (at period e
Compan-operatec 172 16€ 16€ 16€ 16¢ 16€ 167 16¢
Franchisec 24° 23¢ 238 238 23¢ 231 231 22¢
Systen-wide 41¢ 40t 401 401 401 39¢ 39¢ 39¢
Average unit volume (AUV) (compa-operated® 1,83¢ 1,89: 1,927 1,81z 1,707 1,772 1,83: 1,71¢
Comparable restaurant sales growth
Compan-operatec 6.4 6.4 5.C 5.4 54 2.2 6.€ 6.7
Franchisec 8.€ 9.1 5.¢ 8.2 7.7 5.4 11.7 10.5
Systen-wide 7.€ 7.€ 5.4 7.2 6.5 3.7 9.€ 8.t
Restaurant contribution margin (¢ 22.: 20.7 22.€ 22.1 20.2 20.7 22t 20.t

(1) AUVs consist of average annualized sales of allgam-owned restaurants over the fiscal qual

(2) The 2013 Refinancing and repayment of the 2013r&kk@n Term Loan with a portion of the proceedswurf IPO resulted in lower interest rates on odebtedness, whic
has contributed to lower interest expense and higétincome in subsequent perio

(3) Inthe 13 weeks ended December 25, 2013, vimarefed the 2011 Financing Agreements. This 20¥B&wing resulted in a one-time charge to our obdated statement
of operations of $21.5 million, reflecting call praims on the retired debt obligations and expeaksted to unamortized deferred financing cost aramortized discount

(4) In the thirteen weeks ended September 24, 2014elwased our valuation allowance of approximatély fillion, and incurred a TRA charge of approxiehatb41 million.

(5) Inthe fourteen weeks ended December 31, 2014efirmnced the 2013 First Lien Credit Agreement ihign 2014 Revolver, which resulted in lower intérages on ou
indebtedness, contributing to lower interest expeargl higher net income. In connection with the42Réfinancing, the 2013 First Lien Term Loan wasare in full,
resulting in a one-time charge to our consolidatatkment of operations of $4.6 million, reflectsxgpenses related to the write-off of deferredrfoiag costs and
unamortized discount

(6) Due to the use of weighted average shares outsfti each quarter of computing earnings per sliaeesum of the quarterly per share amounts magaueel the per sha
amount for the yea
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

We maintain disclosure controls and proceduresliéfined in Exchange Act Rule 13a-15(e)) designeshiure that information required to be
disclosed in Exchange Act reports is recorded, ggsed, summarized, and reported within the reqtiimesl periods, and that such information
is accumulated and communicated to our managemnehiding, as appropriate, to our Chief Executiviid@r and Chief Financial Officer, so
as to permit timely decisions regarding requirestidisures.

With the supervision and participation of managetniacluding our Chief Executive Officer and Chighancial Officer, we evaluated the
effectiveness of the design and operation of aseldsure controls and procedures, and our Chie€iikes Officer and Chief Financial Officer
concluded that the design and operation of oull@isice controls and procedures were effective dlseoénd of the period covered by this
annual report.

The design of any system of control is based onraptons about the likelihood of future events. fEhean be no assurance that any design
will succeed in achieving its stated objectivealircases, or that compliance with policies or phaes will remain steady. Because of their
inherent limitations, disclosure controls and poges may not prevent or detect all misstatemeétsordingly, even effective disclosure
controls and procedures can only provide reasoredderance of achieving their control objectives.

Management Report on Internal Control over Financid Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting (as defined in Exchange Act
Rule 13a-15(f)). This annual report does not ineladeport of management assessing internal canteslfinancial reporting or an attestation
report by our independent registered public acaogriirm due to a transition period established3®C rule for newly public companies.
Further, our independent registered public accagrftrm will not be required to formally attesttioe effectiveness of our internal control over
financial reporting as long as we are an “emergjrayvth company” pursuant to the provisions of t&83$ Act.

Changes in Internal Control over Financial Reportirg

No change occurred in our internal control oveaficial reporting in the most recent quarter thatenialy affected, or is reasonably likely
materially affect, our internal control over fingalareporting.

ITEM 9B. OTHER INFORMATION

None.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
Directors and Executive Officers

The following table sets forth the name, age, avgitipn of individuals who currently serve as theedtors and executive officers of Holdings.

Name Age Position
Stephen J. Sather 66 Director, President and Chief Executive Offi
Laurance Roberi 54 Chief Financial Office

Kay Bogeaijis 60 Chief Operating Office

Edward Valle 53 Chief Marketing Officel

Michael G. Masell 54 Chairman and Directc

Dean C. Kehle 58 Director

Wesley W. Bartot 37 Director

John M. Rott 56 Director

Douglas K. Ammerma 63 Director

Samuel N. Borges 66 Director

Stephen J. Sathehas been a director and our Chief Executive Offerat President since 2010. From 2006 to 2010, &the® was our Senior
Vice President of Operations. From 2002 to 2005y&as Senior Vice President of Retail OperationgFogat Circle Family Foods, a major
California franchisee of Krispy Kreme Doughnutsreto Mr. Sather holds a bachefodegree in business administration from Miami @ngity
in Oxford, Ohio. Based on his extensive industrgt eEmanagement experience in the casual dining aict-gervice sectors, his familiarity with
us, his deep understanding of restaurant operatmmshis work at a franchisee organization, Mth&ais wellgualified to lead us and to set
on our board.

Laurance Robertthas been our Chief Financial Officer and Treassiraze July 2013. From 2008 to 2012, he was Chiedfr&tng Officer for
KFC, a major fried chicken restaurant chain andvsidn of Yum! Brands. In 2008, he was also Gehkfanager for KFC Restaurant
Operating Company. Before that, he spent threesyemChief Financial Officer of KFC, and three weas Chief Financial Officer of Yum!
Brands’ Pizza Hut joint venture in the United Kimga. Mr. Roberts holds an MBA from the UniversityMichigan and a bachelor’s degree in
economics from Bucknell University.

Kay Bogeajishas been our Chief Operating Officer since July®tom 2007 to 2013, she was Vice President adiR®perations for Peet's
Coffee & Tea. From 1997 to 2007, Ms. Bogeajis wapleyed by Yum! Brands, where from 2003 to 2007 strwed as Head Coach of
Western Operations and where from 2001 to 2003siseVice President of Systemwide Operations foiTéeo Bell division. Ms. Bogeajis
has a Bachelor of Science degree from San Diede Braversity.

Edward Vallehas been our Chief Marketing Officer since Octdt@t1. From 2009 to 2010, he was Chief Marketingt8gist for Choice
Hotels International, responsible for brand strategivertising, marketing, media, promotional, &nalty initiatives. From 2005 to 2009, he
was Vice President of Marketing at the Panera Bfgamhpany. Before that, he held marketing leadergbgitions at Dunkin’ Donuts, Subway
Restaurants, and Diageo. Mr. Valle holds an MBAfieordham University and a bachelor’'s degree inafmns and logistics management
from Michigan State University.

Michael G. Masellihas been Chairman of our Board of Directors sirtEL2Mr. Maselli is a managing director of Trimafaumnd
Management, L.L.C. Before joining Trimaran in Fedmyu2003, Mr. Maselli worked in the Corporate areVérage Finance Groups of CIBC
World Markets. Prior to joining CIBC in 1997, Mr.adelli served as a Managing Director in Bear S&aworporate finance group and, priot
that, as a Vice President at
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Kidder Peabody & Co. Incorporated. Mr. Maselli Isasved on the board of directors of Norcraft Conmgrnc., since July 2013, and on the
board of managers of its predecessor company 2B@&. Mr. Maselli currently also serves on the HazfrEducational Services of America,
Inc. He previously served on the board of directrStandard Steel, LLC, and was director as welChairman of the Board of CB Holding
Corp. Mr. Maselli received an MBA with distinctidrom The A.B. Freeman School at Tulane Universitg a bachelor's degree in economics
from the University of Colorado. With his extenstvackground in banking, finance, and private equity supervisory and investment
experience in a variety of industries, and his kieolge of us and our affiliates, Mr. Maselli is wellalified to serve as our Chairman.

Dean C. Kehlelhas been a director since 2005. In 2000, he codediTrimaran, one of our principal investors, whegds a Managing
Partner. From 1995 to 2000, Mr. Kehler held sepimsitions at CIBC, including Vice Chairman of CIBXZorld Markets Corp. Mr. Kehler has
served on the board of directors of KCAP Finandiad,, since February 2012. He holds a bachel@tgee from the Wharton School of the
University of Pennsylvania. Because of his stroagkground in banking and finance, his many yeaexpg&rience overseeing this and other
corporations, and his knowledge of management ategy, Mr. Kehler is well-qualified to serve oardoard.

Wesley W. Bartorhas been a director since 2011. Since 2007, hbdesemployed by Trimaran Capital Partners, ormioprincipal
investors, where he is a Vice President. From 208907, Mr. Barton was an associate at Banc of dgae&Securities, the broketealer arm ¢
Bank of America. From 2002 to 2005, he was an aatoat the law firm of Skadden, Arps, Slate, Maagh Flom LLP. He has a JD from
Duke University. Based on his skills in bankingypte financing, mergers, and corporate law, Mrt&ais well-qualified to serve on our
board.

John M. Rothhas been a director since 2007. He has been wéémfan Spogli, one of our principal investors, sib@88, and has been a
General Partner there since 1993, where he noveseaw President and Chief Operating Officer. Fré84%o 1988, Mr. Roth was employed
by Kidder, Peabody & Co. Incorporated in the Mesgamd Acquisitions Group. Mr. Roth received an M&#d a bachelor’'s degree from the
Wharton School of the University of Pennsylvania. Roth has served on the board of directors obi=oDecor Holdings, Inc., since
November 2010 and hhgregg, Inc., since Februarp.200th his extensive experience as a board mewifx@umerous retail and consun
businesses and his experience and insights irategtc expansion opportunities, capital marketd, @pitalization strategies, Mr. Roth is well-
qualified to serve on our board.

Douglas K. Ammermarhas been a director since 2007. Since retiringRerer from KPMG in 2002, Mr. Ammerman has beélirector for
Fidelity National Financial, Inc., since 2005, W4th Lyon Homes since 2007, Stantec Inc. since 201IRemy International, Inc., since 2013
In the past five years, Mr. Ammerman has also skorethe board of Quiksilver, Inc. He holds a mastdegree in business taxation from the
University of Southern California, a bachelor’s deggfrom California State University, Fullertondais a CPA, inactive. Based on his fulsome
knowledge of accounting, corporate governance th@destaurant industry, Mr. Ammerman is well-gfidi to serve on our board.

Samuel N. Borgeshas been a director since 2011, and served asn@rainf our Board of Directors in 2011, while heoadgrved as our
Executive Chairman. Mr. Borgese is currently Cliigécutive Officer of Logan’s Roadhouse, a casuaihdi steakhouse chain. From 2011 to
2014, he was Chief Executive Officer of Max Brenheernational, a chocolatier. From 2008 to 20 was first Interim President and Chief
Executive Officer and then permanent PresidentGimdf Executive Officer of CB Holding Corp., therpat of Charlie Brown’s Steakhouse
and other chains, which was owned by Trimaran,afreir principal investors. From 2003 to 2008, reswemployed by Catalina Restaurant
Group, first as Chief Development Officer and laterPresident and Chief Executive Officer. Befbe,tMr. Borgese was Chief Executive
Officer of an enterprise software company that sujgal 300 restaurant, retail, and hospitality besées in the lifecycle management of their
real estate assets. Mr. Borgese holds a Certifafai8rector Education from the National Associatiaf Corporate Directors. With more than
30 years of senior executive and other leadersbstipns with public and private companies in testaurant, retail, and hospitality sectors,
Mr. Borgese is well-qualified to serve on our board
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Board Composition and Election of Directors

Our certificate of incorporation provides that thember of directors on our board is to be fixed@sigely pursuant to board resolution. The
exact size of our board shall be determined fronetio time by the board. In the near future, weridtto appoint an additional director who
satisfies the independence requirements of the Nl @ DNesley W. Barton has agreed to resign frombib&rd upon that appointment. Our
board of directors is divided into three classéat) wach director serving a three-year term antl wite class to be elected at each year’s annt
meeting of stockholders.

We are a party to a stockholders agreement with, Md@se members are investment funds managed ibste# of Trimaran and Freeman
Spogli, certain members of our management, and ttire-party investors. The stockholders agreemeotides certain rights to LLC,
including registration rights for common stock owr®y LLC. The limited liability company operatingr@ement of LLC also provides rights
Trimaran and Freeman Spogli, including certaingegtion rights. See Item 13, “Certain Relationstdapd Related Transactions, and Director
Independence.”

Our certificate of incorporation provides that di@s may only be removed for cause by a majofithe voting power of our then-outstanding
stock voting as a single class at a meeting okbmiders. However, if LLC beneficially owns moreath40% of our common stock, directors
may be removed with or without cause, by a majaftthe voting power of our outstanding stock vgtas a single class. The certificate also
provides that if a director is removed or if a va@aoccurs due to either an increase in the sizeeoboard or due to death, resignation,
disqualification, or other cause, the vacancy b&lfilled solely by the affirmative vote of a majgrof the remaining directors then in office,
even if less than a quorum remains.

Because LLC controls more than 50% of the votinggroof our common stock, we are using the “contiltompany” exception under
NASDAQ rules. The‘controlled company” exception eliminates the regmients that we have (a) a majority of independé&attors on our
board and (b) compensation and nominating/corpg@a¢ernance committees composed entirely of inddgetdirectors, as independence is
defined in Rule 10A-3 of the Exchange Act and urttierlisting standards. The “controlled companyteption does not modify the
independence requirements for the audit committee we comply with the requirements of the SarbaDakey Act and the NASDAQ by
having an audit committee with a majority of indegent directors. One year from our IPO, we willrbguired to have an audit committee
comprised entirely of independent directors. DosigtdaAmmerman and Samuel N. Borgese currently fjuasi independent directors.

If at any time we cease to be a “controlled compamgler NASDAQ rules, our board of directors wike all action necessary to comply with
the applicable NASDAQ rules, including appointinghajority of independent directors to our boardlioéctors and establishing certain
committees composed entirely of independent direcBubject to a permitted “phase-in” period.

Board Committees

Our board of directors has established standingwittees in connection with the discharge of itposibilities. These committees include an
Audit Committee, a Compensation Committee, and miNating and Corporate Governance Committee. Oardof directors has adopted
written charters for each of these committees,labka at www.elpolloloco.com. Our board of direstanay establish other committees as it
deems necessary or appropriate from time to time.

Audit Committee

Our Audit Committee is comprised of Dean C. KehBouglas K. Ammerman, and Samuel N. Borgese. Weedyang on the phase-in rules of
the Exchange Act and the NASDAQ with respect toitidependence of our audit committee. These rglggire us to have an audit committee
that has a majority of independent members
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within 90 days of our IPO and all members who adependent within one year thereof. The functidnsuo Audit Committee, among other
things, include:

* reviewing our financial statements, includimy @ignificant financial items and changes in actimg policies, with our senior
management and our independent registered puldauating firm;

» reviewing our financial risk and control procedyragr compliance programs, and significant taxalegnd regulatory matter
e appointing and determining the compensation forindependent auditor

» establishing procedures for the receipt, r@enand treatment of complaints regarding accogniinternal accounting controls, and
auditing matters; an

e reviewing and overseeing our independent registeudtic accounting firm

Our board of directors has determined that Doul§la&mmerman qualifies as an “audit committee finahexpert” as such term is defined in
Item 407(d)(5) of Regulation S-K and that Douglas®fhmerman is independent as independence is definBule 10A-3 of the Exchange

Act and under NASDAQ listing standards.

Compensation Committee

Our Compensation Committee is comprised of Micl@dWaselli, John M. Roth, and Douglas K. AmmermiBine functions of our
Compensation Committee, among other things, include

* reviewing and approving corporate goals an@abjes relevant to the compensation of certaiounfkey executives, evaluating the
performance of these executives in light of thosalgand objectives, and determining the compesrsafi these executives based on tha

evaluation;
» reviewing and approving executive officer and dioecompensatior
e reviewing and approving overall compensation prograanc
« administering our incentive compensation and e-based plans
In order to comply with certain SEC and tax lawuiegments, our compensation committee (or a subdteerof the compensation committ
must consist of at least two directors that quasy'non-employee directors” for the purposes deR®Bb3 under the Exchange Act and sat

the requirements of an “outside director” for puse® of Section 162(m) of the Internal Revenue @§d®86 (the “Code”). Our board of
directors has determined that Michael G. MasallynJM. Roth, and Douglas K. Ammerman each quakfyren-employee directors” and

“outside directors.”

Nominating and Corporate Governance Committ

Our Nominating and Corporate Governance Committe®mprised of Dean C. Kehler, Michael G. Masaltig John M. Roth. The functions
of our Nominating and Corporate Governance Commitinong other things, include:

» identifying individuals qualified to become lkdanembers and recommending director nominees aadibmembers for committee
membership

» developing and recommending to our board corp@aternance guidelines; a

» overseeing the evaluation of our board of directord its committees and managem
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Risk Oversight

Our board of directors oversees a company-widecgmprto risk management that is carried out by igament. Our board of directors
determines the appropriate risk for us generafigeases the specific risks faced by us, and revtensteps taken by management to manage
those risks.

While our board of directors maintains the ultimatersight responsibility for the risk managemenmicgss, its committees oversee risk in
certain specified areas. Additionally, our Comp¢insaCommittee is responsible for overseeing theagament of risks relating to our
executive compensation plans and arrangementgharidcentives created by the compensation awaedbinisters. Our Audit Committee
oversees management of enterprise risks and fialanglks, as well as potential conflicts of intese®©ur Nominating and Corporate
Governance Committee is responsible for oversei@gnanagement of risks associated with the indégrere of our board of directors.
Pursuant to our board of directors’ instruction nagement regularly reports on applicable riskfigorelevant committee or the board of
directors, as appropriate, with additional revieweaporting on risks conducted as needed or aestgd by our board of directors and its
committees.

Compensation Committee Interlocks and Insider Partipation

None of the members of our Compensation Commitésechrer been an officer or employee of us. NormupExecutive officers serves or t
served as a member of the board of directors, coegi®n committee, or other board committee periiognequivalent functions, of any entity
that has one or more executive officers servingresof our directors or on our Compensation Conemitt

Code of Business Conduct and Ethics

Our board of directors has adopted a code of bssioenduct and ethics that applies to our directdfisers, and employees, available at
www.elpolloloco.com. We expect that any amendmamthe code, or any waivers of its requirementd, lvei disclosed on our website.

Corporate Governance Guidelines

Our board of directors has adopted corporate gave guidelines to assist our board of directotheénexercise of its fiduciary duties and
responsibilities to us and to promote the effectivectioning of our board of directors and its coittees. Our corporate governance guidelines
cover, among other topics:

» director independence and qualification requirersy

» board leadership and executive sessi

» limitations on other board and committee serv

» director responsibilities

» director compensatiol

« director orientation and continuing educati

* board and committee resources, including accesf#iters and employee
* succession planning; al

* board and committee s-evaluations

The corporate governance guidelines are availableuo website, www.elpolloloco.com. We expect nay amendments to the guidelines will
be disclosed on our website.
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ITEM 11. EXECUTIVE COMPENSATION

We are providing compensation disclosure thatféagishe requirements applicable to emerging grawtinpanies, as defined in the JOBS Act
As an emerging growth company, we have opted toptpwmith the executive compensation rules applieabl“smaller reporting companies,”
as such term is defined under the Securities Alighvrequire compensation disclosure for our ppatexecutive officer and the two most
highly compensated executive officers other thanpoimcipal executive officer. The table below sktith the annual compensation earned in
fiscal 2013 and 2014 by our principal executiveogff and our next two most highly compensated eexwfficers (our “named executive
officers” or “NEOs").

Summary Compensation Table

Non-Equity
Option Incentive Plan All Other

Name and Principal Positior Year Salary Awards (3 Compensation®  Compensation(®) Total
Stephen J. Sather 2014  $466,55¢ $862,36:
President & Chief Executive Offic $ — 3 365,85( $ 29,95¢

201: $436,36° $ — $ 349,08: $ 41,797 $827,44°
Laurance Robert® 201¢ $322,83( $ $732,51°
Chief Financial Officer — % 249,99t $ 159,68¢

201: $138,79! $427,83 $ 112,71t $ 12,717  $692,06°
Ed Valle® 201¢  $317,35( $586,28¢
Chief Marketing Officer $ — $ 243900 $ 25,03¢

201: $269,56! $ — $ 216,10 $ 36,92¢ $522,59:

(1) Mr. Roberts commenced employment as our Chief iahOfficer on July 15, 201!

(2) Mr. Valle commenced employment as our Chief Margtfficer on October 24, 201

(3) Represents the grant date fair value of optamaarded in fiscal 2013 and 2014, computed in aanwe with Financial Accounting
Standards Board Accounting Standards Codificatiopid 718 (FASB ASC Topic 718). For a summary ofdseumptions made in the
valuation of these awards, see Note 12 to our dinlated financial statements included elsewhelthimreport.

(4) Represents performance-based bonuses earrmd BYEOS in respect of our performance in fiscarge2013 and 2014. The material
terms of the non-equity incentive plan compensapiaia to our named executive officers in our lashpleted fiscal year are described
below in the section entitle‘—Elements of Compensation 2014 Bonus Arrangen”

(5) For Messrs. Sather, Roberts and Valle, includeédifmving perquisites and benefil

» Gas Card Benefits: Messrs. Sather, Roberts an@ Wall amounts of $4,880, $2,662, and $2,782, régplc in fiscal 2014

* 401(k) Plan Matching Contribution: Messrs. &aftiRoberts and Valle had amounts of $10,046, 47 d&d $7,225, respectively, in
fiscal 2014.

» Auto Allowance: Messrs. Sather, Roberts and Vadléd amounts of $7,200, $7,200, and $7,200, respdgtivn fiscal 2014

* Relocation Expenses: Mr. Roberts received «time reimbursement for relocation expenses of B34

e Other Benefits (including, health and welfaeméfits): Messrs. Sather, Roberts and Valle hadiatsof $7,828, $7,828, and
$7,828, respectively, in fiscal 201

Employment Agreements

Each of our NEOs is a party to an employment agesnThe employment agreements are substantiafijasi We entered into an
employment agreement in 2006 with Mr. Sather (whiets amended and restated in 2011), in 2011 withMdlle and in 2013 with

Mr. Roberts. The employment agreements provideNtestsrs. Sather, Roberts and Valle will receivarsad equal to $350,000, $300,000, anc
$250,000, respectively, which may be adjusted insole discretion (and, with respect to all NECGas been adjusted up as shownSufhman
Compensation Table”) and also provide that we reillnburse Mr. Roberts for certain relocation exgsn&ach
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employment agreement also provides that each exeawil be eligible to earn annual bonus award#hvai target of 75% of the executive’s
then current base salary and that each executamtiitbed to receive certain other benefits andjpisites as more fully described in the
“Elements of Compensation—Other Benefits” sectitime employment agreements provide that the NEOpl@ment with us is “at will"and
may be terminated at any time by either party, led the NEOs are required to provide us withd@§-advance notice in case of resignatic
we terminate an NEO’s employment without “causs,tafined in the respective employment agreemetittftoe agreement is terminated by
the NEO for “good reasonds defined in the respective employment agreeraedtprovided that the NEO signs a general relebshkaims, the
NEO will be entitled to receive continuation of baslary for 12 months following termination of doyment. In addition, in case of a
termination of employment, except termination byfars‘cause” or voluntary resignation by the NE@ck NEO will be entitled to receive a
pro-rata bonus for the year of termination basedwractual performance. Finally, in case of amgnteation of employment the NEO will be
entitled to receive certain accrued obligationsl(iding base salary through the date of terminatieimbursement of unreimbursed business
expenses, and any earned but unpaid annual bontisefpreviously completed year). The employmené@gents contain 12-month post-
termination covenants relating to non-interfereasd non-solicitation of employees.

Elements of Compensation
Each of the named executive officers was providil the following primary elements of compensatiofiscal years 2013 and 2014:

Base Salan

Each named executive officer received a fixed Isat&ry in an amount determined in accordance Wihekecutive's employment agreement
and based on a number of factors, including:

e The nature, responsibilities and duties of thecef's position;
e The office’s expertise, demonstrated leadership ability arat performance
» The office’s salary history and total compensation, includingual cash bonuses and I-term incentive compensation; a

* The competitiveness of the market for the off s services

Each named executive officer's base salaries faB2hd 2014 are listed in “—Summary Compensatidriela

2014 Bonus Arrangements

Each named executive officer was eligible to earam@nual cash incentive in 2014. Our practice wagpect to annual incentive compensation
has historically been to provide an opportunitgsmn bonus awards based on the achievement of cgnpeaformance measures, specifically
EBITDA adjusted for various add-backs permittecblly 2014 Revolver (“Internal EBITDA"). Our El Pollooco Support Center Incentive
Plan is adopted on an annual basis subject to aglioy our board of directors and provides the opputy for each of our NEOs to earn a
bonus equal to 75% of their annual base salagrgét for each year, based on our achievementafial EBITDA targets. The Internal
EBITDA targets are set each year based on achievenfistrategic goals and financial results. Thehdacentive plan also provides for no
bonus to be paid if Internal EBITDA achievementeiss than 92.5% of target and for a cap equal 882206f the target bonus amount to be paic
if Internal EBITDA achievement is 125% of targetgseater. Based on our performance, bonuses faf @ anticipated to be paid out at
108% of target.
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Equity Grants

All of our outstanding equity awards are governgabr 2014 Omnibus Equity Incentive Plan (the “2@14n”). Prior to the adoption of the
2014 Plan we maintained the 2005 Stock Option Rfen“2005 Plan”) and 2012 Stock Option Plan (tB@12 Plan”), both of which provided
for the issuance of stock options. In additionjampawards were outstanding under certain exchapten award agreements relating to the
exchange of options of the former EPL Holdings, lat the time of its purchase by us (all awardsenthe 2005 Plan, 2012 Plan and such
exchange options, the “Prior Awards”). Upon thegam of the 2014 Plan, Prior Awards became gowtimethe 2014 Plan and their
respective award or exchange agreements, to teatekiat the terms of such agreements are not sigtent with the 2014 Plan. No further
awards under the 2005 Plan and 2012 Plan will béema

Options Previously Granted Under 2012 Stock Optidian

In 2012, we adopted the 2012 Plan in order to ackvaur interests by providing for grants of stopki@ns to certain individuals. Generally,
50% of these options vest 25% on each of theffirgt anniversaries of grant. The initial grant2012 were a one-time exception, with a
portion of the grants vesting at the time of grdite remaining 50% vest 25% per year, based omaefment of Consolidated EBITDA (as
such term is defined in the 2013 First Lien Crédjteement) targets for such year or in some cir¢antes of cumulative Consolidated
EBITDA targets over multiple years. Such option§ @xpire no later than the 10th anniversary aftent. Generally, upon an employee’s
termination of employment with us, the employed thdglve 90 days following the date of such termvato exercise any portion of the
options. If the employee’s termination is due t® toital and permanent disability or death, the eyg® or his estate, as applicable, may
exercise any portion of the options for six monthao event will an employee be entitled to exadhe option after its original expiration
date. All options will be forfeited if an employse2mployment is terminated for cause. We also goaoptions with strike prices in excess of
the fair market value of our stock on the daterahty These premium options were intended as hdustretch incentive to encourage growth
that meets or exceeds the premium level.

Options Granted Under 2014 Plan
There were no grants of stock options to NEOs 1420

Other Benefits

In 2014 and 2013, our NEOs were provided with ¢efimited fringe benefits that we believe are coamty provided to similarly situated
executives in the market in which we compete ftartband therefore are important to our abilityttract and retain top-level executive
management. These benefits include a monthly alidenallowance and a gas card allowance. The amsquaitl to NEOs in 2013 and 2014 in
respect of these benefits is reflected above irt-thBummary Compensation Table” section under thik Other Compensation” heading.

All employees are eligible to participate in brdaamsed and comprehensive employee benefit progiaohsding medical, dental, vision, life
and disability insurance and a 401(k) plan. Our eduexecutive officers are eligible to participatahiese plans generally on the same basis a
our other employees. We do not sponsor or mairatayndeferred compensation or supplemental retireplans in addition to our 401(k) plan.
Our 401(k) plan provides substantially all emplayaéth the ability to make pre- or post-tax retimrhcontributions in accordance with
applicable IRS limits. Matching contributions areyided in an amount equal to 100% of the first 8%lective contributions and 50% of the
next 2% of contributions by the employee. The 4Dp(&n matching contributions provided to our naragdcutive officers in 2013 and 2014
are reflected above in the “Summary CompensatidnieT@ection under the “All Other Compensation” tieg.
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Outstanding Equity Awards at Fiscal Year End Table

The following table sets forth outstanding equipfion awards as of December 31, 2014:

Equity Incentive

Plan Awards;
Number of Securities Number of
Underlying Unexercised Securities Option
Options Underlying Exercise Option
Unexercised Expiration
Name Exercisable Unexercisable Unearned Options Price Date
Stephen J. Sath&) 244,42t 70,65: = $ 2.62 April 16, 202:
989,12( 141,30: — $ 5.84 April 16, 202:
Laurance Roberi@ 14,43 36,93( 24,62( $ 4.0¢ July 15, 202
73,86 73,86: 49,24; $ 5.84 July 15, 202:
Ed Valle® 74,93 18,73 = $ 2.62 April 15, 202:
194,82 37,46¢ — $ 5.84 April 15, 202:

(1) 50% of the option award vests based upon coaetiremployment (“Time-Based Options”) and the renngi 50% shall vest based upon
the attainment of certain performance goals (“Rerfnce-Based Options”). 25% of the Time-Based Optigest on the date of grant and
an additional 25% vest on each of the first thmeiveersaries of the date of grant. The Performd@ased Options vest 25% each year
based upon the attainment of certain performanaésdor the years 2011, 2012, 2013 and 2014 or tatme performance goals over all
or a portion of this time perio

(2) 50% of the option award vests based upon coatirrmployment (“Time-Based Options”) and the rernai 50% shall vest based upon
the attainment of certain performance goals (“Rerémce-Based Options”). The Time-Based Optionsinefsiur equal installments on
each of the first four anniversaries of the datgraht. The Performance-Based Options vest 25% ysahbased upon the attainment of
certain performance goals for the years 2013, 20045 and 2016 or cumulative performance goals alver a portion of this time
period.

Director Compensation

The following table provides compensation inforroatfor fiscal 2014 for each of our independentcatwes. Directors who are not independen
do not receive compensation for their servicesi@sirs.

Fees Earned o

Stock
Name Paid in Cash Awards Total
Samuel N. Borgese $  40,00( $115,18¢ $155,18t
Douglas K. Ammerma $ 40,00( $115,18t¢ $155,18¢

Each of our two independent directors, Messrs. 8sggaind Ammerman, receive an annual cash retaieaf$40,000, which is paid quartel
In addition, Messrs. Borgese and Ammerman eachvet@ grant of 3,333 restricted shares under @& Plan in connection with our IPO,
equivalent to $50,000 per capita divided by ourliputiffering price. These grants vest based oninartl service over three years. Based on
our share price when the grants were consummateéxpect to incur approximately $230,000 of stoakdal compensation expense as the
grants vest.

In accordance with our director compensation pnogfdessrs. Borgese and Ammerman each will receivenaual grant of restricted shares
with grant date value of $50,000.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Equity Compensation Plan Information

The following table sets forth information, as afd@mber 31, 2014, about outstanding awards andssbacommon stock available for future
awards under our equity compensation plans undatwdur equity securities are authorized. We hastenmade any grants of common stock
outside of our equity compensation plans. All awdrdve been approved by our security holders.

G (b) ©

Number of Securities

Remaining Available

for Future Issuance

Number of Securities to B Weighted-Average Exercist Under Equity
Compensation Plan:
Issued upon Exercise of Price of Outstanding (Excluding
Outstanding Options, Options, Warrants, and Securities Reflected
Plan Category Warrants, and Rights Rights in Column (a))
Equity compensation plans approv
by security holder 3,070,171 $ 6.2t 834,76:
Equity compensation plans not
approved by security holde — — —
Total 3,070,171 $ 6.2 834,76:

Beneficial Ownership

The table below sets forth the beneficial ownerghfiprmation for our common stock as of February 2814, for: (i) each of our named
executive officers, (ii) each of our directorsi)(@ll of our executive officers and directors agraup, and (iv) each person known to us to be tt
beneficial owner of more than 5% of our sharesoofimon stock.

Unless otherwise noted below, the address for pardon listed below is 3535 Harbor Boulevard, SL@i@, Costa Mesa, California 92626. We
have determined beneficial ownership in accordavittethe rules of the SEC. Except as indicatedngyfootnotes below, we believe, based ol
the information furnished to us, that the persammed below have sole voting and investment powsr respect to all shares of common st
that they beneficially own, subject to applicabbenenunity property laws. We have based our calcuiation 37,420,450 shares outstanding a
of February 28, 2015.

In computing the number of shares of common staeieficially owned by a person and the percentageeoship of that person, we deemed
outstanding shares subject to options or restristeck units held by that
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person exercisable within 60 days of February B&52We did not deem these shares outstanding,Jewwier the purpose of computing the
percentage ownership of any other person.

Acquirable Within

Name Shares 60 Days Total Percent
Named Executive Officers and Directors

Stephen J. Sath 1,233,541 211,95: 1,445,49 3.2%
Laurance Rober 88,29¢ — 88,29¢ *
Edward Valle 325,96( 56,19¢ 382,15¢ 1.C%
Michael G. Masell — — — —
Dean C. Kehle — — — —
Wesley W. Bartor — — — —
John M. Rott — — — —
Douglas K. Ammerma 72,58¢ 16,05¢ 88,64 *
Samuel N. Borges 38,03¢ 16,05¢ 54,09 *
All directors and executive officers as a group (f£0ple) 1,824,90:. 300,26 2,125,16 5.7%
5% Stockholders:

Trimaran Pollo Partners, L.L.C. 22,149,04 — 22,149,04 59.2%

* Less than one percel

**  Based solely on a Schedule 13G filed with theCSénh February 11, 2015, by (i) Trimaran Pollo ParsnL.L.C., (ii) Trimaran Capital,
L.L.C., (iii) Jay R. Bloom, and (iv) Dean C. Kehled_C is the direct owner. Trimaran Capital, L.L.@& the managing member of LLC.
Mr. Bloom and Mr. Kehler are the managing membérErimaran Capital, L.L.C., and disclaim benefiaiatnership of these shares. All
have an address of 1325 Avenue of the Americab, RBior, New York, New York 1001

Section 16(a) Beneficial Ownership Reporting Compdince

Our directors, our executive officers, and stocklbos owning more than 10% of our common stock egeired under section 16(a) of the
Exchange Act to file reports of ownership of oumtoon stock and changes thereto with the SEC. Baaety on our review of those reports
that have been furnished to us pursuant to SECQatgus, we believe that in 2014 all such peoplepied with their section 16(a) filing
requirements.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
Policy Concerning Related Party Transactions

We intend to adopt a written policy relating to #gproval of related party transactions. Our A@dimmittee is to review certain financial
transactions, arrangements, and relationships leetws and any of the following related partiesdtetmine whether any such transaction,
arrangement, or relationship is a related partystiation:

« any of our directors, director nominees or exeeutifficers;
» any beneficial owner of more than 5% of our outdiag stock; ant

* any immediate family member of any of the forego

Our Audit Committee will review any financial traadion, arrangement, or relationship that:
« involves or will involve, directly or indirectly,rey related party identified above and is in an amqueater than $120,00
» would cast doubt on the independence of a dire
» would present the appearance of a conflict of @tebetween us and the related party

» is otherwise prohibited by law, rule or regulati

The Audit Committee will review each such transactiarrangement or relationship to determine whethrelated party has, has had or exg
to have a direct or indirect material interest.&weing its review, the Audit Committee will take@uaction as it deems necessary and
appropriate under the circumstances, including@ppg, disapproving, ratifying, canceling, or reaoending to management how to proceed
if it determines that a related party has a diogéhdirect material interest in a transactionaagement, or relationship with us. Any member o
the Audit Committee who is a related party withpext to a transaction under review will not be péad to participate in the discussions or
evaluations of the transaction; however, the AGadimmittee member will provide all material inforriget concerning the transaction to the
Audit Committee. The Audit Committee will repors iction with respect to any related party trarsadb the board of directors.

Stockholders Agreement

We are a party to a stockholders agreement with ah@ certain third-party investors. The stockhadegreement permits (i) LLC to make an
unlimited number of requests that we use our Héstte to register our shares under the Securftietsand (ii) Freeman Spogli to make two
requests that we use our best efforts to registeshiares under the Securities Act, for so lontheg own 10% or more of the membership
interests of LLC, two years after the completioroof IPO. Pursuant to the stockholders agreemés@, hay also preempt any demand req
by Freeman Spogli, in which case participationuarsdemand registration by LLC and Freeman Spbgli $e on a pro rata basis. In demand
registrations, subject to certain exceptions, #tigs to the stockholders agreement have ceiitfitsrto participate on a pro rata basis, subjec
to certain conditions. In addition, if we decidestdl our common stock, LLC and the other partiethe stockholders agreement, including
members of our management, will also have certghts to participate on a pro rata basis, subcettain conditions. The LLC agreement,
described below, provides that, to the extentlth& does not exercise these “piggyback” rights, amember of LLC may require us to include
in any registered offering the pro rata portiorse€urities owned by such member through LLC.

LLC and its members are entitled, under the stolcidre agreement, subject to certain exceptionsxéocise demand registration rights to
register their shares of our common stock undeBt#wurities Act. By exercising these registratights, and selling a large number of shar
our common stock, the price of our common stockd:decline. Approximately 22,167,268 shares of camrstock were subject to registrai
rights on February 28, 2015.
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At least 10 days prior to the anticipated filingelaf any registration statement, notice is to ivergto all holders of registrable securities party
to the stockholders agreement outlining their sghtinclude their shares in that registrationestegnt, and we must use our best efforts to
register any securities which such holders requétiiin 10 days of receipt of notice, to be registe A stockholder may, until seven days p

to the effectiveness of a registration statemeithdraw any securities that it has previously edddb include pursuant to piggyback
registration rights. Any sales of registrable s@mg pursuant to demand rights must be on the sgames and conditions as those applying t

or any selling stockholder.

We are required to bear substantially all costarirezl in these registrations, other than undemgitliscounts and commissions. These
registration rights could result in substantiaufetexpenses for us and adversely affect any fetquity or debt offerings.

LLC Agreement

Affiliates of Trimaran, Freeman Spogli, and certaiher third-party investors have entered intoratéd liability company operating agreement
(the “LLC agreement”jor LLC. The LLC agreement generally restricts transfer of interests in LLC owned by the partiteeo than affiliate

of Trimaran. Exceptions to this restriction includensfers to affiliates. In addition, the thirdryainvestors have “tag-along” rights to sell their
interests on a pro rata basis with Trimaran aféikain significant sales to third parties. Simitadrimaran affiliates have “drag-along” rights to
cause Freeman Spogli and the third-party investosgll their interests, on a pro rata basis witm@ran affiliates, in significant sales to third
parties. The members of LLC have preemptive rightsder to maintain their respective percentagaamship interests in LLC in the event of
an issuance of additional membership interests.

The LLC agreement permits a member of LLC who hatdse than 15% of LLC’s outstanding membershipgyrdllowing the later of 270
days after completion of our IPO and the time weob®e eligible to register securities on Form S33;duse LLC to exercise its registration
rights (as described under “—Stockholders Agreeifevith respect to the pro rata portion of secestowned by such member through LLC,
subject to certain exceptions. To the extent that Hoes not exercise the “piggyback” rights desatinnder “—Stockholders Agreemenrdayiy
member of LLC may require us to include in any segjied offering the pro rata portion of securibesied by such member through LLC.

Under the terms of the LLC agreement, LLC is soleBnaged by a Trimaran affiliate. Through the LigZe@ment, Trimaran affiliates also
have the right to designate at least a majoritjhefdirectors on our board of directors, and otfvegstors (including Freeman Spogli) holdin
least 15% of the outstanding interests have the t@ydesignate one director to our board of degtprovided that Freeman Spogli has the
right to designate one director to our board oéctiors for so long as it owns 5% or more of LLCeTh C agreement terminates and LLC will
be dissolved and its affairs wound up at the gaoli¢1) the election of the managing member ors{R)years following the completion of our
IPO.

Monitoring and Management Services Agreement

Under the terms of a monitoring and managementcEnagreement (the “management agreement”), ehieiebetween us and affiliates of
Trimaran and Freeman Spogli (together, the “SpoAsieisors”), we paid an annual advisory and mormigfee of $357,000, which was paid
in advance in quarterly installments of $89,25@naaffiliate of Trimaran, and $143,000, which waslpgn advance in quarterly installments of
$35,750 to an affiliate of Freeman Spogli, for segs provided by the Sponsor Advisors to us. Theagament agreement provided that we
indemnify the Sponsor Advisors and their affiliatesl their respective partners, members, direadffisers, employees, and agents in
connection with the services rendered to us uriteagreement. It also provided that we reimburaeSghonsor Advisors for certain services to
be provided to us on a going-forward basis. Theagament agreement also provided for the paymerertdin transaction fees payable by us
to the Sponsor Advisors in connection with futureeistment banking and related services and foreingursement by us of expenses
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incurred by the Sponsor Advisors in connection sitich services, if the Sponsor Advisors determtogatovide such services. The
management agreement was terminated as of our IPO.

Income Tax Receivable Agreement

We expect to be able to utilize net operating lsss® other tax attributes that arose prior tolB@r, assuming generation of future income.
These net operating loss carryforwards and othxeattaibutes will reduce the amount of tax thatamel our subsidiaries would otherwise be
required to pay in the future.

We have entered into the TRA with our pre-IPO shmi#ters, which provides for payment by us to o0 stockholders of 85% of the
amount of cash savings, if any, in federal, statl, and foreign income tax that we and our dlibges actually realize (or are deemed to
realize in the case of an early termination byua change of control, as discussed below) asudt igfsthe utilization of our net operating
losses and other tax attributes attributable t@gsrprior to our IPO together with interest accra¢ a rate of LIBOR plus 200 basis points
from the date that the applicable tax return is @uithout extension) until paid.

For purposes of the TRA, cash savings in incoméstammputed by comparing our actual income tahilitgt to the amount of such taxes that
we would have been required to pay had we not bbnto utilize the tax benefits subject to the THAe term of the TRA will continue until
all relevant tax benefits have been utilized orehaxpired.

Our counterparties under the TRA will not reimbuuasefor any benefits that are subsequently disathvalthough any future payments would
be adjusted to the extent possible to reflect éiselt of such disallowance. As a result, in suctuehstances, we could make payments under
the TRA greater than our actual cash tax savings.

While the actual amount and timing of any paymemider the TRA will vary depending upon a numbefastors, including the amount,
character, and timing of our and our subsidiati@sable income in the future, we expect that dutirggterm of the TRA, the payments that we
may make could be material. Assuming no materiahges in relevant tax law, and that we earn sefficiaxable income to realize the full tax
benefits subject to the TRA, we expect that fupamgments under the TRA will total approximately $dillion in present value as of the fiscal
year 2014, ended December 31, 2(

If we undergo a change of control as defined inTtR&, the TRA will terminate, and we will be reqed to make a payment equal to the
present value of expected future payments undef# which payment would be based on certain apsioms (the “valuation assumptions”
including assumptions related to our future taxamteme. Additionally, if we or a direct or inditesubsidiary transfers any asset to a
corporation with which we do not file a consolidhtax return, we will be treated as having sold #sset for its fair market value in a taxable
transaction for purposes of determining the casinga in income tax under the TRA. Any such paymestilting from a change of control or
asset transfer could be substantial and could exaeeactual cash tax savings.

The TRA provides that in the event that we breaghda our material obligations under it, whethemagsult of our failure to make any
payment when due (subject to a specified cure ggrfailure to honor any other material obligatiomder the TRA, or by operation of law as a
result of the rejection of the TRA in a case comoeehunder the U.S. Bankruptcy Code or otherwisan #il our payment and other obligati
under the TRA will be accelerated and will becorne dnd payable, applying the same valuation assomspdiscussed above, including those
relating to our future taxable income. Such paymenuld be substantial and could exceed our actishl tax savings. Additionally, we
generally have the right to terminate the TRA. & terminate the TRA, our payment and other obligegtiunder the TRA will be accelerated
and will become due and payable, also applying/#igation assumptions discussed above. Such pagroeuld be substantial and could
exceed our actual cash tax savings.
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Because we are a holding company with no operatbosr own, our ability to make payments underTRA is dependent on the ability of
our subsidiaries to make distributions to us. UrtHer2014 Revolver, our subsidiaries may make divits and distributions to us, and we are
permitted to make payments under the TRA. To thergxhat we are unable to make payments underRi#efor any reason, such payments
will be deferred and will accrue interest at a IGfteIBOR plus 200 basis points per annum untibpai

Franchise Development Option Agreement

On July 11, 2014, EPL and LLC entered into a Fraaecbevelopment Option Agreement (the “Franchisedi@mment Option Agreement”) in
connection with the development of El Pollo Locstagirants in the New York—Newark, NY-NJ-CT—PA Cameki Statistical Area (the
“Territory”). Pursuant to the terms of the Franehi3evelopment Option Agreement, EPL has granted tHeGexclusive option to develop and
open 15 restaurants within the Territory over 5rgéthe “Initial Option”), and, provided the Initi®ption is exercised, the exclusive option to
develop and open up to an additional 100 restasimsithin the Territory over 10 years (the “AdditadrOption”). The Franchise Development
Option Agreement will terminate (i) ten years frtime date of its execution or (ii) if the Initial @@n is exercised, five years from the date of
the exercise of the Initial Option. LLC may onlyeggise the Initial Option after EPL has made thtemeination to begin development of
Company-operated restaurants within the Territargupport the development of the Territory. We hageurrent intention to begin such
development within the Territory.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

In fiscal 2014, BDO USA, LLP (“BDQO"), served as dadependent registered public accounting firm. fidilewing sets forth fees billed by
BDO for the audit of our annual financial statenseamd other services rendered:

Fiscal Year
2014 2013
Audit fees®) $629,69: $181,00(
Audit related fee(2 37,03 11,00(
Tax fee<® 105,28: 43,40(
All other fees 29,39( 9,47:
Total $801,39: $244.,87:

(1) Audits of our annual financial statements, e of quarterly financial statements, and servicasare normally provided by
independent accountants in connection with statiaad regulatory filings or engagements, includiegews of SEC filings, including
costs associated with our IPO in July 2014 andseaondary offering in November 20:

(2) Audit related fees consist of the audit of our 4)Jlan and review of our Franchise Developmentuboent.

(3) Professional services rendered for tax compliat@cereturn review and preparation, and relatedathsice.

Pursuant to the charter of our audit committee auglit committee is responsible for overseeingamaounting and financial reporting
processes, and for overseeing our audits. The aoudiimittee is responsible for appointing, retainighetermining the compensation of,
evaluating, and terminating our independent auslitbhe committee is also responsible for estalvigshind maintaining guidelines for the
retention of our independent auditors for any nodisservices and for the fees for those serviaed,for determining procedures to approve
audit and non-audit services in advance. The cotaeis further responsible for pre-approving angitaor nonaudit services provided to us
our independent auditors, all as required by applielaws and listing standards.

The audit committee has pre-approved all auditarditted non-audit services provided by BDO.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
The following documents are filed as a part of tiisort:

(1) Financial Statements: Consolidated financialeshents filed as part of this report are listedanritem 8. Financial Statements and
Supplementary Data.

(2) Financial Statement Schedules: None.

(3) Exhibits: The exhibits listed on the accompanyExhibit Index are filed or incorporated by refece as part of this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, thereduty authorized.

EL POLLO LOCO HOLDINGS, INC.

By: /sl Stephen J. Sather

Stephen J. Sath

President and Chief Executive Offic
Date: March 16, 201t

SIGNATURES AND POWER OF ATTORNEY

We, the undersigned, hereby severally constitugpl®&tn J. Sather and Laurance Roberts, and ealsbrofdingly, our true and lawful attorneys
with full power to them and each of them to signds, and in our names in the capacities indica&tdw, any and all amendments to this
report, and file the same, with all exhibits theretnd other documents in connection therewittglheratifying and confirming all that said
attorney may lawfully do or cause to be done biueihereof.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the datéisated.

Name Title Date
/sl Stephen J. Sather Director, President and Chief Executive Officer March 16, 2015
Stephen J. Sath (principal executive officer)

/sl Laurance Roberts Chief Financial Officer (principal financial and March 16, 2015
Laurance Roberi accounting officer)

/sl Michael G. Maselli Chairman and Director March 16, 2015
Michael G. Masell

/s/ Dean C. Kehler Director March 16, 2015
Dean C. Kehle

/sl Wesley W. Barton Director March 16, 2015
Wesley W. Bartor

/s/ John M. Roth Director March 16, 2015
John M. Rott

/s/ Douglas K. Ammerman Director March 16, 2015

Douglas K. Ammerma

/sl Samuel N. Borgese Director March 16, 2015
Samuel N. Borges
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EXHIBIT INDEX
Incorporated by Reference
Filed Period Filing
Number Description Herewith Form Ended Exhibit Date
3.1 Amended and Restated Certificate of Incorporatioildollo Loco 10Q  06/25/1: 3.1  09/05/1.
Holdings, Inc.
3.2 Amended and Restated -Laws of El Pollo Loco Holdings, In 10-Q  06/25/1« 3.2 09/05/1.

10.1 Income Tax Receivable Agreement, dated July 304 20&tween El Pollo 10Q  09/24/1: 101  11/07/1«
Loco Holdings, Inc., and Trimaran Pollo Partner4,.C.

10.2 Franchise Development Agreement (Exclusive), dAtegust 20, 2014, 8-K N/A 10.1  08/22/1:
between El Pollo Loco, Inc., as franchisor, andl Afsidav and Atour
Eyvazian, collectively, as develog

10.3 Consent to and Assignment of Development RightisiglrChange of 8-K N/A 10.z  08/22/1:
Entity), dated August 20, 2014, between El Polled,dnc., as franchisor,
and (i) Anil Yadav and Atour Eyvazian, collectivebs assignor, and (ii)
AA Pallo, Inc., as assigne

10.4 Franchise Development Option Agreement, dated D1/Y2014, between S-1/A N/A 10.1¢  07/14/1-
Pollo Loco, Inc., and Trimaran Pollo Partners, CL

10.5 Stockholders Agreement, dated as of November 185,26y and among El S N/A 10.2  06/24/1:
Pollo Loco Holdings, Inc. (formerly Chicken Acquisn Corp.) and the
stockholders listed there

10.6 Amendment No. 1 to Stockholders Agreement, dateaf April 20, 2006, S N/A 10.4  06/24/1:
by and between El Pollo Loco Holdings, Inc. (foripeéZhicken Acquisitiol
Corp.) and Trimaran Pollo Partners, L.L

10.7 Amendment No. 2 to Stockholders Agreement, dateaf &ecember 26, S-1 N/A 10.5  06/24/1:
2007, by and between El Pollo Loco Holdings, Ifiatrerly Chicken
Acquisition Corp.) and Trimaran Pollo Partners, .ICL

10.8 Second Amended and Restated Limited Liability Conyp@perating S N/A 10.€  06/24/1-
Agreement of Trimaran Pollo Partners, L.L.C., dasdf March 8, 200

10.9 Amendment No. 1 to Second Amended and Restatedednhiability S N/A 10.7  06/24/1-
Company Operating Agreement of Trimaran Pollo RagnL.L.C., dated
of December 26, 20C

10.10 Amendment No. 2 to Second Amended and Restatedddnhiability S-1 N/A 10.6  06/24/1:

Company Operating Agreement of Trimaran Pollo RagnL.L.C., dated
of January 30, 200
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Incorporated by Reference

Period
Filed Filing
Number Description Herewith Form Ended Exhibit Date
10.11 Amendment No. 3 to Second Amended and Restatededniability S-1 N/A 10.€ 06/24/1«
Company Operating Agreement of Trimaran Pollo RagnL.L.C., dated as
July 14, 201!
10.12 Form of Franchise Agreeme S1 N/A 10.1z  06/24/1:
10.13 Form of Franchise Development Agreem S1 N/A 10.12  06/24/1:
10.14* Amended and Restated Employment Agreement betwieghé&h J. Sather a S N/A 10.1¢  06/24/1:
El Pollo Loco, Inc.
10.15* Employment Agreement between Laurance Roberts &Rd B Loco, Inc. S-1 N/A 10.15  06/24/1:
10.16* Employment Agreement between Kay Bogeajis and HbRmco, Inc. S-1 N/A 10.1€  06/24/1:
10.17* Employment Agreement between Edward Valle and HbR®mco, Inc. S-1 N/A 10.17  06/24/1:
10.18* 2012 Stock Option Pla S-1 N/A 10.1¢  06/24/1:
10.19* 2014 Omnibus Equity Incentive Pl S-1/A N/A 10.2z  07/22/1:
10.20* Form of Option Award Agreement (Fair Market Valupt©ns) under 2012 S N/A 10.1¢  06/24/1:
Stock Option Plal
10.21* Form of Option Award Agreement (Premium Optionsjlem2012 Stock S N/A 10.2C  06/24/1:
Option Plar
10.22* Form of Option Award Agreement (Fair Market Valuptions) under 2014 S-1/A N/A 10.28  07/22/1:
Omnibus Equity Incentive Ple
10.23* Form of Non-Officer Director Restricted Share Agrest under 2014 S-1/A N/A 10.2¢  07/22/1:
Omnibus Equity Incentive Ple
10.24* Form of Indemnification Agreement between El Paltxo Holdings, Inc. and S-1/A N/A 10.27  07/22/1:
each of its directors and executive offic
10.25 Credit Agreement, dated as of December 11, 2014dngr&l Pollo Loco, Inc., 8-K N/A 10.1 12/16/1¢
as borrower, El Pollo Loco Holdings, Inc., and BRtermediate, Inc., as
guarantors, Bank of America, N.A., as administ@tgent, swingline lender
and letter of credit issuer, the lenders partydteerand the other parties thet
21.1 Subsidiaries of El Pollo Loco Holdings, Ir S-1 N/A 21.1 06/24/1:
23.1 Consent of BDO USA, LLI X
24.1 Power of Attorney (included on signature page logi X
31.1 Certification of Principal Executive Officer undeection 302 of the Sarbanes— X
Oxley Act of 200z
31.2 Certification of Principal Financial Officer undsection 302 of the Sarbanes— X
Oxley Act of 200z
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Number
32.1

101.INS
101.SCF
101.CAL
101.DEF
101.LAB
101.PRE

Description

Incorporated by Reference
Period Filing

Filed
Herewith Form Ended Exhibit Date

Certification of Chief Executive Officer and Chieinancial Officer unde
18 U.S.C. section 1350, adopted by section 90BeBarbanes—Oxley
Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Definition Linkbase Docurt
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

* This exhibit is a management contract or a comgensalan or arrangemer

**  Furnished herewith. Pursuant to Item 601(b)(82if Regulation S-K (17 C.F.R. § 229.601(b)(3B)(ithis certification is deemed
furnished, not filed, for purposes of section 18ha& Exchange Act, nor is it otherwise subjeciability under that section. It will not be
deemed to be incorporated by reference into amgfilnder the Securities Act or the Exchange Axteet if the registrant specifically
incorporates it by referenc
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Exhibit 23.1

Consent of Independent Registered Public Accouriinm

El Pollo Loco Holdings, Inc.
Costa Mesa, California

We hereby consent to the incorporation by referémtiee Registration Statement on Form S-8 (No-8323001) of El Pollo Loco Holdings,
Inc. of our report dated March 16, 2015, relatioghte consolidated financial statements, which appethis Form 10-K.

Costa Mesa, California
March 16, 2015



Exhibit 31.1
CERTIFICATIONS

I, Stephen J. Sather, certify that:
1. I have reviewed this annual report on Form 16fl Pollo Loco Holdings, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmnéttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a—15(e) and 15d-15(e)) aséived] for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoidge designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtis report is being prepared;

(b) [Reserved]

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportifap defined in Exchange Act Rules 13a—15(f)
and 15d-15(f)) that occurred during the registsantbst recent fiscal quarter (the registrant’stfofiscal quarter in the case of an annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrantsternal 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 the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: March 13, 2015

/sl Stephen J. Sath

Stephen J. Sather

President and Chief Executive Officer
(Principal Executive Officer




Exhibit 31.2
CERTIFICATIONS

I, Laurance Roberts, certify that:
1. I have reviewed this annual report on Form 16fl Pollo Loco Holdings, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmnéttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a—15(e) and 15d-15(e)) aséived] for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoidge designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtis report is being prepared;

(b) [Reserved]

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportifap defined in Exchange Act Rules 13a—15(f)
and 15d-15(f)) that occurred during the registsantbst recent fiscal quarter (the registrant’stfofiscal quarter in the case of an annual
report) that has materially affected, or is reabbnbkely to materially affect, the registrantsternal 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 the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: March 13, 2015

/s/ Laurance Rober
Laurance Roberts

Chief Financial Officer
(Principal Financial Officer




Exhibit 32.1
CERTIFICATION

Under 18 U.S.C. section 1350, adopted by sectiéndd®he Sarbanes-Oxley Act of 2002, in connectidth the attached periodic report, the
undersigned each certify that (i) the periodic refudly complies with the requirements of sectibd®(a) or 15(d) of the Securities Exchange
of 1934 and (ii) the information contained in thexipdic report fairly presents, in all materialpests, the financial condition and results of

operations of the issuer.

Date: March 13, 2015

/sl Stephen J. Sath
Stephen J. Sather
President and Chief Executive Offic

/s/ Laurance Rober
Laurance Roberts
Chief Financial Office




