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Fiscal Year Ended

(dollars in millions) 1999 1998(a)

Revenue $1,590.0 $1,627.0
EBITDA(b) 203.8 207.0
EBITDA margin 12.8% 12.8%
Total debt(c) 1,002.7 1,008.7
Cash, cash equivalents and short-term investments 191.3 224.8
Net debt(d) 811.4 783.9

Systemwide Sales:
U.S. $2,535.3 $2,446.9
International 398.8 368.8

$2,934.1 $2,815.7

Number of Restaurants:
Denny’s 1,784 1,721
Coco’s 485 481
Carrows 145 149

2,414 2,351

(a)Includes operations of the predecessor company (Flagstar) for the one-week period ended January 7, 1998 and the successor company (Advantica) for the 
51-week period ended December 30, 1998.

(b)EBITDA is defined by the Company as operating income before depreciation, amortization and charges for restructuring and impairment.

(c)Total debt excludes in-substance defeased debt.

(d)Net debt is defined by the Company as total debt (excluding in-substance defeased debt) less cash, cash equivalents and short-term investments.

financial summary

corporate summary

Advantica Restaurant Group, Inc. (Nasdaq:DINE) is the nation’s largest operator of family dining

restaurants, serving more than one million customers a day at its Denny’s, Coco’s and Carrows restau-

rants at over 2,400 locations. As America’s largest full-service restaurant chain with nearly 1,800 

company and franchise locations, Denny’s is Advantica’s core brand, representing more than 75 per-

cent of the Company’s revenues. A reimaging program capitalizing on Denny’s heritage as “America’s

Original Breakfast Diner” is revitalizing the brand. Advantica also owns two regional family dining

brands that operate primarily in the western United States—Coco’s, a bakery restaurant chain 

featuring contemporary dining that is positioned at the upper end of the family dining category,

and Carrows, which specializes in traditional American menu offerings.
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One Company, One Brand: Denny’s. 1999 was a

year in which we made significant strides toward becom-

ing a single concept restaurant operation. Early in the year,

we decided to focus solely on family dining and made the

decision to sell El Pollo Loco, our only quick-service con-

cept, which consisted of 274 company-owned and fran-

chised restaurants. In a very difficult financial market for

restaurant operations, we were able to successfully com-

plete the sale late in the year for an excellent multiple of

cash flow, which provided us with over $100 million in

cash to reinvest in Denny’s and repay debt.

During the year, we were also able to successfully

obtain a new $70 million credit facility at our Coco’s and

Carrows operations. This facility is being used to fund the

testing and implementation of a reimaging effort at Coco’s

as well as provide the necessary working capital to 

stabilize and improve these businesses.

Denny’s, our core brand with nearly 1,800 system-

wide restaurants, needed most of management’s attention.

Denny’s company-owned units have received very little cap-

ital investment over the past several years. Accordingly, after

successfully testing several reimaging models in three differ-

ent markets during 1998, we embarked on an extensive

reimaging effort during 1999. About 140, or approximately

17 percent, of our company-owned units were reimaged. 

Denny’s reimaging results have been satisfactory,

but the costs have been too high to expect successes 

systemwide. As a result, we will scale back the reimaging

effort during 2000, completing about 35 highly selective

reimages under the original design package, and develop

and test a lower-cost model in approximately another 

20 units. We believe this initiative is critical to the accept-

ance of the reimaging program by our existing and future

franchisees, ensuring successful implementation system-

wide. Denny’s has tremendous brand equity and recogni-

tion, and continued investment in the brand should further

strengthen the brand’s position.

During 1999, we also began to analyze our Denny’s

restaurant portfolio to determine an optimum mix of com-

pany-owned and franchised units that would provide the

maximum value for our shareholders. With the concur-

rence of outside consultants, we have made the decision 

to more aggressively move toward a primarily franchise-

based system. Operating cash flows at our company-

owned units are very strong, and we have a large and

active franchisee system today. Our decision will not only

provide our existing franchisees the opportunity to expand

their operations, but will provide opportunities for new

franchisees as well. 

In 1999, we sold 56 restaurants to Denny’s fran-

chisees. We will become more aggressive with refranchis-

ing over the next three to five years and expect to

refranchise about 100 units annually. The proceeds from

our refranchising efforts will be used to reinvest in our

company-owned units and to provide funds for any debt

repayment opportunities. In addition to the refranchised

to our shareholders
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units, our Denny’s franchisees opened a record 82 new

restaurants during 1999, reflecting the continued attractive-

ness and power of the Denny’s brand in the franchise com-

munity. We also plan to continue aggressively opening new

franchise units in 2000 and beyond.

As we sharpened our focus on Denny’s during the

latter half of 1999, it became increasingly clear that we could

deliver the most value to our shareholders over time by

fully moving to a “One Company, One Brand” strategy. As

a result, early in 2000, we made the decision to engage

investment bankers to explore strategic alternatives for our

FRD subsidiary which houses our Coco’s and Carrows

brands. While Coco’s and Carrows experienced operating

difficulties during 1999, the results of a recent customer seg-

mentation study has renewed optimism about the strength

of these brands, particularly in the Southern California mar-

ket. Until their disposition, we will continue to manage

Coco’s and Carrows by using the results of the segmenta-

tion study to design new programs and menu offerings that

meet our customers’ expectations for these brands. By

doing so, we believe we will be able to obtain maximum

value for FRD’s creditors and Advantica’s shareholders.

Early in 2000, we also began to reorganize our

general and administration functions to more closely

resemble a single company operation. Advantica’s corpo-

rate functions were combined with the general and 

administration functions of Denny’s, resulting in the elimi-

nation of duplicate functions and costs, primarily through

a significant reduction in personnel. Operational and cor-

porate objectives are now aligned under a single manage-

ment team which will move Denny’s forward.

Improved facilities, our refranchising effort and

reduced costs are all integral to the future success of

Denny’s. Improving the dining experience of our cus-

tomers must also be a part of our strategy. Denny’s serves

great food at great value. Over the past several years, we

have concentrated on improving food quality and enhanc-

ing our customers’ dining experience through new and

exciting menu offerings. But, we need to go further. In

2000, we will concentrate on improving our service levels

both at the front and back of the restaurant to provide our

customers with a complete, enjoyable dining experience.

We are implementing new compensation programs and

labor scheduling improvements and increasing employee

training in an effort to increase frequency of use by our

existing customers as well as visits by new customers.

Great Food, Great Service is Denny’s promise. The

steps we have taken in the past and the initiatives to 

be undertaken in the future will ensure our delivery on 

that promise. We believe the benefits will accrue to you,

our shareholders.

James B. Adamson
Chairman, CEO and President
March 30, 2000

“AS WE SHARPENED OUR FOCUS ON DENNY’S DURING THE LATTER HALF OF 1999, IT BECAME

INCREASINGLY CLEAR THAT WE COULD DELIVER THE MOST VALUE TO OUR SHAREHOLDERS OVER TIME

BY FULLY MOVING TO A ‘ONE COMPANY, ONE BRAND’ STRATEGY.”—James B. Adamson



The “One Company,
One Brand” strategy will 

enable Advantica to maximize 
the potential of the core 

Denny’s brand.
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Denny’s posted record systemwide sales of $2.1 bil-

lion and record EBITDA of $189 million in 1999. In a 

challenging market environment, Advantica’s core brand also

achieved a 2.4 percent same-store sales increase for the year.

THE LEADER IN ITS SEGMENT

Denny’s is the nation’s leading family dining

brand with a 13.6 percent market share, far outdistancing

its closest competitor.

From a single Southern California restaurant in

1953, Denny’s has grown to the most recognized name in

family dining in America. Today, customers can visit

Denny’s 24 hours at most locations. While sales are distrib-

uted fairly evenly across its four dayparts—breakfast,

lunch, dinner and late night—breakfast, available around

the clock, remains the core of the company’s business and

revenue base.

Denny’s positive same-store sales results were

driven by the introduction of exciting new products, inno-

vative marketing and a reimaging program that is revitaliz-

ing the brand. 

REIMAGING EXPANDS APPEAL

After successful tests in three markets, Denny’s

embarked on a major remodeling program in 1999 to offer

customers a fun, yet casual dining experience and ensure

its leadership position in family dining. A Denny’s� Diner

theme was created to dramatically differentiate Denny’s

from its competitors and capitalize on the brand’s heritage

as “America’s Original Breakfast Diner.” The retro diner

theme broadens Denny’s appeal to include younger 

customers and features stainless steel on the exterior and

interior, retro decor, rotating pie cases and juke boxes. 

New employee uniforms with colorful bowling-style shirts

complement the diner theme.

Appealing to today’s families, the Denny’s Diner

is bringing in more lunch and dinner traffic with a menu

that features comfort food items such as open-faced sand-

wiches, meat loaf, pot roast, tuna melt, burgers and shakes.

Classic traditional favorites like Denny’s Original Grand

Slam Breakfast�, omelets and classic sandwiches round out

the menu. 

During 1999, Denny’s completed the reimaging of

140 company-owned Denny’s Diners. The Company plans

to reimage a total of 55 company-owned restaurants in

2000 and complete reimaging systemwide over the next

several years. A lower-cost reimage prototype will be

developed and tested in approximately 20 of these restau-

rants during 2000. This new lower-cost alternative,

expected to have even greater appeal to franchisees, will

focus on elements of the Denny’s Diner that have demon-

strated the highest guest impact and provide the greatest

prospects for increased financial return. 

Denny’s� Classic Diner, a smaller building with a

’50s-style decor, offers flexibility in site development and

also will continue to be a new unit growth vehicle for

Denny’s franchisees. Denny’s Classic Diner showcases all

of the design elements of the Denny’s Diner with added

retro features such as full stainless steel exterior and 

a red and black checkerboard tiled floor and counter. The

Denny’s Classic Diners have been enthusiastically

embraced by franchisees, who opened 25 of the units in

1999. At year end, there were 44 Classic Diners open across

the Denny’s system.

ADDING FRESHNESS AND EXCITEMENT

Denny’s continued its focus on expanding its cus-

tomer appeal with new menu items, improvements in food

quality and integrated marketing programs that put a new

“spin” on product news. Last summer, Denny’s brought

our core brandour core brand



reimagingreimagingDenny’s is
revitalizing the brand with its

innovative Denny’s Diner reimaging
program. Denny’s reimaged 140 company-owned

restaurants in 1999 and plans to convert an 
additional 55 restaurants to the 

Denny’s Diner theme
in 2000.
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back its popular “Rooster” commercial to promote addi-

tions such as the Lumberjack Slam to its highly successful

line of breakfast All-Star Slams�. To keep meals fresh and

exciting, Denny’s builds on the equity of its profitable

menu items as part of special promotions, such as Denny’s

Greatest Hits, or seasonal offerings, such as the Fresh Fruit

and Yogurt Slam. 

In 1999, Denny’s added new products to its suc-

cessful lineup of breakfast Signature Skillets�, hearty meals

served in a ceramic skillet, and extended skillet entrees into

the dinner daypart with new products such as the Big

Texas Chicken Fajita Skillet�. An employee incentive pro-

gram in the fourth quarter promoting side items was suc-

cessful in increasing Denny’s average check.

As one of America’s favorite stops for breakfast,

Denny’s best selling menu item is coffee. In response to the

changing taste demands of consumers, Denny’s upgraded

its coffee with a popular branded product, Millstone�. The

new whole bean coffee is freshly ground and brewed in

each restaurant. Customer response to the new product,

which costs customers an additional 10 cents, has been

enthusiastic. 

Children are the fastest growing segment in the

nation and have a tremendous influence on family restau-

rant selection. Denny’s “Rooster” television commercial

was one of kids’ top 10 favorite commercials in a recent Kid

Ad-Traction� study conducted by a children’s marketing

agency, and Denny’s children’s menu won a first-place

award from Restaurant Hospitality magazine for creativity

and marketing appeal in the family dining category. 

As the nation’s number one family dining restau-

rant, Denny’s is continually finding new ways to be the

place for today’s families looking for more than fast food.

As part of its new, innovative “waitbuster” program

designed to entertain kids while they wait for their food

and create a fun family dining experience, Denny’s pro-

vides kids with a Zoob� Play System of colorful plastic,

connective pieces. The Zoob play sets are also available for

purchase. These family-friendly initiatives are making the

kids business more profitable for Denny’s by significantly

raising the incidence of kids meal occasions, resulting in

double-digit increases in the sale of kids entrees.

FRANCHISING TO BUILD BRAND PRESENCE

Reflecting the renewed vitality of the Denny’s

brand, the Denny’s system opened 110 new restaurants in

1999, which included 82 new franchise and licensed restau-

rants, marking a record year in franchise growth. Denny’s

doubled its presence, and its competitive edge, in the state

of New York with the acquisition of 26 former Perkins

restaurants that were converted to Denny’s and are in the

process of being remodeled. At year end, the total number

of Denny’s restaurants grew to 1,784—835 company-

owned, 930 franchise-owned, and 19 licensed. For the first

time, the number of franchise restaurants exceeded com-

pany-owned units. Denny’s plans to aggressively move to

a more franchised-based system during the next several

years through refranchising, ultimately retaining about

300–400 company-owned restaurants.

As Denny’s continues its dramatic revitalization

of the brand, special attention will be paid to improving

customer service to ensure an outstanding total customer

experience. A distinctive strategy is underway that

includes reengineering service delivery and management

processes to achieve service excellence. 

By focusing on its strengths and building on its

competitive advantages, Denny’s is uniquely positioned to

capture an even greater market share in the new millennium.

DENNY’S IS THE NATION’S LEADING FAMILY DINING BRAND WITH A 13.6 PERCENT MARKET SHARE

THAT FAR OUTDISTANCES ITS CLOSEST COMPETITOR. A MAJOR REIMAGING PROGRAM, A NEW FOCUS

ON FRANCHISING AND AN EMPHASIS ON IMPROVING CUSTOMER SERVICE ARE UNDERWAY TO DRIVE

CONTINUED GAINS IN SALES AND PROFITABILITY.



franchisingDenny’s plans to aggressively move to a
more franchised-based system during the next several

years as a means to cost efficiently
increase brand presence and prof-
itability. Reflecting the renewed
vitality of the Denny’s brand,
franchisees opened a record

82 Denny’s restaurants
in 1999.
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regional brandsregional brands
COCO’S: INNOVATIVE FOOD AND 

FRESH BAKERY PRODUCTS

Coco’s has established itself at the top rung of the

family dining category by offering a wide variety of inno-

vative entrees and specialty bakery items not typically

found at family restaurants. Coco’s serves customers at 485

locations, including 182 restaurants concentrated in the

western United States and 303 licensed restaurants located

principally in Japan and South Korea.

Signature entrees, along with fresh-baked pies,

muffins and cookies, have become a Coco’s trademark.

Embracing today’s emerging food trends, Coco’s intro-

duced a new menu in 1999 with creative and diverse offer-

ings such as Thai Chicken Salad, Vegetable Lasagna, Steak

and Shrimp Mixed Grill, Center Cut Pork Chops, Foccacia

Tuna Melt and fresh fish prepared three different ways. 

A redesigned menu based on customer research will be

rolled out during the last half of 2000 to strengthen Coco’s

customer base and increase guest frequency.

As part of its new brand positioning, Coco’s tested

a new prototype during 1999 at 14 restaurants in Southern

California that features contemporary styling and a more

relaxed dining atmosphere. Capitalizing on Coco’s popular-

ity as a bakery restaurant, the chain’s first redesign in its 50-

plus year history features an expanded bakery area where

new specialties such as fresh-baked bagels, brownies and a

specialty coffee program were offered alongside Coco’s 

traditional bakery products. In addition, the company has

already begun testing a lower-cost reimage prototype and

will continue this test in 2000. After successful testing, 

systemwide roll-out of the remodel program is planned.

TRADITION WITH A CALIFORNIA FLAIR

Carrows, a regional family dining chain that 

operates 145 restaurants in the western United States, 

specializes in traditional American menu offerings that

embrace its Southern California roots. More than 80 per-

cent of Carrows restaurants are located in California.

Generous portions, good value and friendly, attentive 

service in a comfortable atmosphere give Carrows its 

special appeal. 

Carrows’ signature products such as its Mile

High� Sandwich line are menu favorites. Its Mile High�

Pot Roast Melt was recently selected by the editors of

Restaurant Business as the standout winner in the sandwich

category of the publication’s 2000 Best in Class Menu

Awards. The award was based on outstanding menu devel-

opment, purchasing, marketing and operational execution.

In presenting the award to Carrows, the publication’s 

editor noted the pot roast sandwich, with ingredients like

jack cheese and horseradish sauce, “meets the public’s

increasing hunger for powerful flavors” and is a “clever 

re-invention of an American classic.” 

Part of Carrows philosophy is creating fun experi-

ences for children and families. Carrows introduced its first

collectible plush toy premium promotions during 1999—

an Oreo� Bean Bag Clip-On that reinforced its limited-time

Oreo� dessert line as well as a holiday Coca-Cola� bean

bag bear.

A facilities facelift, including new exterior signage

and interior refreshening, was completed systemwide at

Carrows in 1999.

During the year, a new advertising agency, 

J. Walter Thompson West, was retained by Coco’s and

Carrows. Separate account teams lead the advertising

efforts of each brand. During the fourth quarter of 1999,

comprehensive customer research and segmentation 

studies were conducted for both brands and is being evalu-

ated to develop the most effective brand positioning and

marketing sales-building strategy for Coco’s and Carrows

to fully maximize their tremendous potential.



service
Service initiatives
are underway at 
all Advantica 
restaurants to ensure
an outstanding total
customer experience.
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CORPORATE OFFICES:

Advantica Restaurant Group, Inc.

203 East Main Street

Spartanburg, SC 29319

(864) 597-8000

INDEPENDENT AUDITORS:

Deloitte & Touche LLP

Greenville, SC

TRANSFER AGENT FOR 

COMMON STOCK AND WARRANTS:

For information regarding change of address or other 

matters concerning your shareholder account, please 

contact the transfer agent directly at:

Continental Stock Transfer & Trust Co.

Two Broadway

New York, NY 10004

(212) 509-4000

(800) 509-5586

BOND TRUSTEES:

111⁄4% Senior Notes due 2008

U.S. Bank 

Corporate Trust Department

P.O. Box 64111 (zip 55164-0111)

180 East Fifth Street

St. Paul, MN 55101

(800) 934-6802

12.5% FRD Senior Notes due 2004

The Bank of New York

Corporate Trust Operations

Fiscal Agencies Department

101 Barclay Street, 7 East

New York, NY 10286

(800) 548-5075

STOCK LISTING INFORMATION:

Advantica common stock and warrants are listed on 

The Nasdaq SmallCap Market SM under the symbols DINE 

and DINEW, respectively.

FOR FINANCIAL INFORMATION:

Call (864) 597-8994, or write to:

Ken Jones, Treasurer

Advantica Restaurant Group, Inc.

203 East Main Street, P-11-6

Spartanburg, SC 29319

Investor information such as Advantica news releases,

earnings releases, links to SEC filings and stock 

quotes may also be accessed from Advantica’s corporate

web site at:  www.advantica-dine.com

ANNUAL MEETING:

Wednesday, May 24, 2000

10:00 a.m. EDT

Grand Hyatt Atlanta

3300 Peachtree Road

Atlanta, GA 30305
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