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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 29, 2014
OR

(| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE
ACT OF 1934

Commission File Number: 001-35373

FIESTA RESTAURANT GROUP, INC.

(Exact name of Registrant as specified in its chaert)

Delaware 90-0712224
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
14800 Landmark Boulevard, Suite 500
Addison, Texas 75254
(Address of principal executive office) (Zip Code)

Registrant’s telephone number, including area code(972) 702-9300

Indicate by check mark whether the registrant @b filed all reports required to be filed by Secti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordoch shorter period that the registrant was reduinefile such reports), and (2) has t
subject to such filing requirements for the pasti@s. YesX No [

Indicate by check mark whether the registrant lasmstted electronically and posted on their Corpmk&eb site, if any, every Interact

Data File required to be submitted and posted puntsto Rule 405 of RegulationBduring the preceding 12 months (or for such grgrérioc
that the registrant was required to submit and poch files). YesX No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company. See the definitions of “large accelerdited, “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer Accelerated filer O

Non-accelerated filer O Smaller reporting company O
(Do not check if smaller reporting company)

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act). Yes[O No

As of July 31, 2014 , Fiesta Restaurant Group, liad. 26,784,124 shares of its common stock, $.0¢glae, outstanding.
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PART I—FINANCIAL INFORMATION
ITEM 1—INTERIM CONDENSED CONSOLIDATED FINANCIAL STA TEMENTS

FIESTA RESTAURANT GROUP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands of dollars, except share and per sharamounts)

(unaudited)
June 29, December 29,
2014 2013
ASSETS
Current assets:
Cash $ 3,861 $ 10,97¢
Trade receivables 8,43 6,011
Inventories 2,53¢ 2,56¢
Prepaid rent 2,60¢ 2,50(
Income tax receivable 86¢ 4,497
Prepaid expenses and other current assets 4,24¢F 3,357
Deferred income taxes 2,85¢ 3,01¢
Total current assets 25,41( 32,92t
Property and equipment, net 162,20° 144,52
Goodwill 123,48: 123,48:
Intangible assets, net 80 121
Deferred income taxes 12,36¢ 12,04¢
Deferred financing costs, net 1,38: 1,53(
Other assets 4,80¢ 4,15;
Total assets $ 329,73t  $ 318,78!
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Current portion of long-term debt $ 61 $ 61
Accounts payable 9,17¢ 10,80:
Accrued interest 16€ 11¢
Accrued payroll, related taxes and benefits 11,97( 14,29¢
Accrued real estate taxes 3,25¢ 4,50¢
Other liabilities 6,43t 8,30¢
Total current liabilities 31,06: 38,08’
Long-term debt, net of current portion 67,29t 72,32¢
Lease financing obligations 1,65¢ 1,657
Deferred income—sale-leaseback of real estate 35,91: 35,871
Other liabilities 14,38¢ 12,53¢
Total liabilities 150,31« 160,47
Commitments and contingencies
Stockholders' equity:
Common stock, par value $.01; authorized 100,0@sb@res, issued 26,784,517 and 26,710,111 shespsctively, and
outstanding 26,318,459 and 26,082,800 shares,atbsglg. 26< 261
Additional paid-in capital 151,84¢ 148,76!
Retained earnings 27,31 9,28(
Total stockholders' equity 179,42: 158,30t
Total liabilities and stockholders' equity $ 329,73t $ 318,78t

The accompanying notes are an integral part oféfmmndensed consolidated unaudited financial stetdsn
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FIESTA RESTAURANT GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
THREE AND SIX MONTHS ENDED JUNE 29, 2014 AND JUNE 3, 2013
(In thousands of dollars, except share and per sharamounts)

(Unaudited)
Three Months Ended Six Months Ended
June 29, 2014 June 30, 2013 June 29, 2014 June 30, 2013
Revenues:
Restaurant sales $ 153,51 $ 140,27¢ % 298,34( $ 273,36t
Franchise royalty revenues and fees 67C 604 1,281 1,13¢
Total revenues 154,18! 140,88( 299,62: 274,50:
Costs and expenses:
Cost of sales 48,96( 45,31¢ 94,48¢ 87,72¢
Restaurant wages and related expenses (including-based
compensation expense of $21, $0, $30 and $1, riasplgy 39,11¢ 35,81¢ 75,62: 70,93t
Restaurant rent expense 7,374 6,411 14,57¢ 12,84¢
Other restaurant operating expenses 19,46¢ 17,33¢ 37,35 33,50:
Advertising expense 4,67¢ 4,45k 10,09t 9,00¢
General and administrative (including stock-bassmmensation
expense of $1,058, $595, $1,770 and $1,020, resplgt 12,13: 11,99¢ 24,28: 24,21(
Depreciation and amortization 5,57¢ 5,17¢ 10,92 9,98¢
Pre-opening costs 1,18¢ 95¢ 1,871 1,78¢
Impairment and other lease charges 32 45€ 17 551
Other (income) expense — — (6) (497)
Total operating expenses 138,52. 127,93: 269,22: 250,05
Income from operations 15,66 12,947 30,39¢ 24,44¢
Interest expense 56¢& 5,011 1,171 10,01¢
Income before income taxes 15,09t 7,93¢ 29,22, 14,42¢
Provision for income taxes 5,781 2,967 11,19 4,66(
Net income $ 9,312 % 4,96¢ $ 18,03: $ 9,76¢
Basic net income per share $ 0.3t % 021 $ 0.67 $ 0.41
Diluted net income per share $ 0.3t $ 021 $ 0.67 $ 0.41
Basic weighted average common shares outstanding 26,271,11 22,908,19 26,236,43 22,888,54
Diluted weighted average common shares outstanding 26,271,11 22,908,19 26,236,71 22,888,54

The accompanying notes are an integral part oféfmmndensed consolidated unaudited financial stetdsn
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FIESTA RESTAURANT GROUP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
SIX MONTHS ENDED JUNE 29, 2014 and JUNE 30, 2013

Balance at December 30, 2012
Capital contributions
Stock-based compensation

Vesting of restricted shares
and related tax benefit

Net income
Balance at June 30, 2013

Balance at December 29, 2013
Stock-based compensation

Vesting of restricted shares
and related tax benefit

Share issuance costs
Net income

Balance at June 29, 2014

(In thousands of dollars, except share amounts)

(Unaudited)
Number of Additional Total
Common Common Paid-In Retained Stockholders'
Stock Shares Stock Capital Earnings Equity
22,748,24 227 % 10,25¢ $ 23 $ 10,50¢
18E 18¢&
— — 1,021 — 1,021
202,53 2 474 — 47¢
— — — 9,76¢ 9,76¢
22,950,77 22¢ % 11,93 % 9,791 $ 21,95«
26,082,80 261 $ 148,76 $ 9,28( $ 158,30t
— — 1,80( — 1,80(
235,65¢ 2 1,31: — 1,31¢
(30 (30)
— — — 18,03: 18,03
26,318,45 262 % 151,84¢ $ 27,31 $ 179,42:

The accompanying notes are an integral part oféfmmdensed consolidated unaudited financial statdsn
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FIESTA RESTAURANT GROUP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
SIX MONTHS ENDED JUNE 29, 2014 AND JUNE 30, 2013

(In thousands of dollars)
(Unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cashigeal by (used in) operating activities:
Loss (gain) on disposals of property and equipment
Stock-based compensation
Impairment and other lease charges
Depreciation and amortization
Amortization of deferred financing costs
Amortization of deferred gains from sale-leaselaaksactions
Deferred income taxes
Changes in other operating assets and liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Capital expenditures:
New restaurant development
Restaurant remodeling
Other restaurant capital expenditures
Corporate and restaurant information systems
Total capital expenditures
Properties purchased for sale-leaseback
Proceeds from sale-leaseback transactions
Proceeds from sales of other properties
Net cash used in investing activities
Cash flows from financing activities:
Excess tax benefit from vesting of restricted share
Share issuance costs
Borrowings on revolving credit facility
Repayments on revolving credit facility
Principal payments on capital leases
Other
Net cash provided by (used in) financing activities
Net decrease in cash
Cash, beginning of period
Cash, end of period
Supplemental disclosures:
Interest paid on long-term debt
Interest paid on lease financing obligations
Accruals for capital expenditures
Income tax payments, net

Non-cash capital contribution from former parent

Six Months Ended

June 29, 2014

June 30, 2013

$ 18,03 § 9,76¢
g (316)

1,80¢ 1,021

17 551

10,92t 9,98¢

154 79€

(1,839 (1,729

(160) (29

(3,089 (5,129

25,94t 14,92

(26,609 (21,389

(4,350) (1,497)

(2,639 (2,679

(2,43) (2,219

(36,029 (27,769

— (2,987)

5,692 5,39¢

1,027 1,73¢

(29,309 (23,629

1,31¢ 47¢€

(30) —

16,00( =

(21,000 —

(30) (31)

(6) (19)

(3,759 43¢

(7,119 (8,26%)

10,97¢ 15,53

$ 3861 $ 7,26¢
$ 97¢  $ 9,26t
$ 69 $ 12¢
$ 615 $ 3,541
$ 6,411 $ 5,091
$ — % 18t

The accompanying notes are an integral part oféfmmndensed consolidated unaudited financial stetdsn
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FIESTA RESTAURANT GROUP, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands of dollars, except share and peesraopunts)

1. Basis of Presentation

Business Descriptiorkiesta Restaurant Group, Inc. ("Fiesta Restauraot@ or "Fiesta") owns, operates and franchisesfagtcasue
restaurant brands through its whotlyned subsidiaries Pollo Operations, Inc., andsitssidiaries, and Pollo Franchise, Inc., (colledi
“Pollo Tropical”) and Taco Cabana, Inc. and itssdlaries (collectively “Taco Cabana')nless the context otherwise requires, Fiesta &
subsidiaries, Pollo Tropical and Taco Cabana, atleatively referred to as the “Company”. At Jurts 2014, the Company owned a
operated 112 Pollo Tropicélrestaurants, of which 104 were located in Florfida were located in Georgia, tweere located in Tenness
and one was located in Texas, and franchised & dbta5 Pollo Tropical restaurants, including 17Raerto Rico, one in Ecuador, oime
Honduras, one in The Bahamas, two in Trinidad &agih two in Venezuela, two in Costa Rica, threBamama, onagn Dominican Republi
one in Guatemala and four on college campusesadridal At June 29, 2014 , the Company also ownetl gperated 166 Taco Cabaha
restaurants, of which 162 were located in Texasettwere located in Oklahoma and one restaurargruth@é elevated no24 hour Tac
Cabana format, Cabana Gfil) was located in Georgia, and franchised a totaeotn Taco Cabana restaurants, includingifotitew Mexico
and three non-traditional locations on college cases in Texas.

Spin-Off from Carrols Restaurant Group, If@n May 7, 2012, Carrols Restaurant Group, Inc. (f@a Restaurant Group" or "Carrol
completed the spinff of Fiesta through the distribution of all ofetfoutstanding shares of Fiesta Restaurant Groop’snon stock to tt
stockholders of Carrols Restaurant Group (the "$ffif). As a result of the Spioff, since May 7, 2012 Fiesta Restaurant Grouplesn a
independent public company whose common stocladett on The NASDAQ Global Select Market under el “FRGI”.

In connection with the Spin-off, Fiesta and Carreigered into several agreements that govern Gapobt Spiroff relationship witl
Fiesta, including a Separation and Distribution deggnent, Employee Matters Agreement, Tax Matterse@&gent and Transition Servi
Agreement ("TSA"). See Note 4—Former Related Pargnsactions.

Basis of ConsolidationThe unaudited condensed consolidated financiatrskats presented herein reflect the consolidateghdia
position, results of operations and cash flowsie§ta and its wholly-owned subsidiaries.

Fiscal Year. The Company uses a 52 - w8ek fiscal year ending on the Sunday closest teBéer 31. The fiscal year ended Decel
29, 2013 contained 52 weeks. The three and siximagtded June 29, 2014 and June 30, 2013 eatdir@mmhthirteen and twenty-sweeks
respectively.

Basis of PresentatioriThe accompanying unaudited condensed consolidateddial statements for the three asid months ende
June 29, 2014 and June 30, 20#8/e been prepared without an audit pursuant taules and regulations of the Securities and Exgé
Commission and do not include certain informatiom dootnotes required by GAAP for complete finahatements. In the opinion
management, all normal and recurring adjustmentsidered necessary for a fair presentation of §neimcial statements have been inclu
The results of operations for the three and sixthmended June 29, 2014 and June 30, 208 3ot necessarily indicative of the results t
expected for the full year.

These unaudited condensed consolidated finanaeents should be read in conjunction with thesolidated financial statements
notes thereto for the year ended December 29, @2@L&led in the Company's Annual Report on FornK1for the fiscal year ended Decem
29, 2013. The December 29, 2013 balance sheetsdd¢gived from those audited financial statements.

Fair Value of Financial Instrumentg&air value is defined as the price that would leired to sell an asset or paid to transfer alitg
in an orderly transaction between market partidipam the measurement date. In determining faineyathe accounting standards establ
three level hierarchy for inputs used in measufaigvalue as follows: Level 1 inputs are quotetgs in active markets for identical asse!
liabilities; Level 2 inputs are observable for thgset or liability, either directly or indirecthncluding quoted prices in active markets
similar assets or liabilities; and Level 3 inputs anobservable and reflect our own assumptions.fdlowing methods were used to estin
the fair value of each class of financial instrutseior which it is practicable to estimate the fatue:

e Current Assets and Liabilitie§.he carrying values reported on the balance shfeeash, accounts receivable and accounts pa
approximate fair value because of the short matofithose financial instruments.

» Revolving Credit Borrowing<The fair value of outstanding revolving credit lmwings under our new senior credit facility, whis
considered Level 2, is based on current LIBOR ratesat June 29, 2014 , was approximately $66.0omil
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FIESTA RESTAURANT GROUP, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(In thousands of dollars, except share and peesmaounts)

Long-Lived Assets The Company reviews its lodiyed assets, principally property and equipmeat, impairment at the restaur
level. In addition to considering managemsmlans, known regulatory or governmental actiom$ damage due to acts of God (hurrice
tornadoes, etc.), the Company considers a triggerient to have occurred related to a specifiaugant if the restaurast'cash flows for tf
last twelve months are less than a minimum threkbolif consistent levels of cash flows for the e#ning lease period are less than
carrying value of the restaurasitassets. If an indicator of impairment existsaoy of its assets, an estimate of undiscounteddutash flow
over the life of the primary asset for each restatiis compared to that long-lived assatarrying value. If the carrying value is gredbem th
undiscounted cash flow, the Company then determiinesfair value of the asset and if an asset isrdehed to be impaired, the los:
measured by the excess of the carrying amounteo#iset over its fair value. For closed restadomations, the Company reviews the fu
minimum lease payments and related ancillary dosts the date of the restaurant closure to theddrie remaining lease term and recor
lease charge for the lease liabilities to be iredirnet of any estimated sublease recoveries.

Use of EstimatesThe preparation of the condensed consolidatehfiial statements in conformity with GAAP requireanagement
make estimates and assumptions that affect theteebamounts of assets and liabilities and disctsifi contingent assets and liabilities ai
dates of the financial statements. Estimates dfsotahe reported amounts of expenses duringeherting periods. Significant items subjec
such estimates and assumptions include: accruaghancy costs, insurance liabilities, evaluationifopairment of goodwill and longved
assets and lease accounting matters. Actual resultd differ from those estimates.

2. Long-term Debt

New Senior Credit Facilityin December 2013, the Company terminated its forse@ior secured revolving credit facility, referreda:
the “former senior credit facility"and entered into a new senior secured revolvinditcfacility with a syndicate of lenders, which wefer tc
as the "new senior credit facility". The new sentoedit facility provides for aggregate revolvingedit borrowings of up t&150 millior
(including $15 million available for letters of i) and matures on December 11, 2018he new senior credit facility also provides
potential incremental increases of up to $50 nillio the revolving credit borrowings available unttee new senior credit facility. Qiune 2¢
2014 , there were $66.0 million in outstanding baings under our new senior credit facility.

Borrowings under the new senior credit facility bederest at a per annum rate, at our option, leigueither (all terms as defined in
new senior credit facility):

1) the Alternate Base Rate plus the applicable may0.50% to 1.50% based on our Adjusted LeveRagto (with a margin of 0.75%x
of June 29, 2014), or

2) the LIBOR Rate plus the applicable margin of0%bto 2.50% based on our Adjusted Leverage Ratith (& margin of 1.75%l
June 29, 2014 ).

In addition, the new senior credit facility requirthe Company to pay (i) a commitment fee basetherapplicable Commitment F
margin of 0.25% to 0.45% , based on our Adjustedet@ge Ratio (with a margin of 0.30% at June 29,420and the unused portion of
facility and (i) a letter of credit fee based dwe tapplicable LIBOR margin and the dollar amounbutstanding letters of credit.

All obligations under the Company's new senior itristility are guaranteed by all of the Companyiaterial domestic subsidiaries.
general, the Company's obligations under the newoseredit facility and its subsidiariesbligations under the guarantees are securec
first priority lien and security interest on substally all of its assets and the assets of itsemal subsidiaries (including a pledge of all of
capital stock and equity interests of its matesigdsidiaries), other than certain specified asgatkjding real property owned by the Comp
or its subsidiaries.

The new senior credit facility requires the Compaaycomply with customary affirmative, negative afimlancial covenants. As
June 29, 2014 , the Company was in compliance thétcovenants under its new senior credit facility.

After reserving $7.5 million for letters of credé#sued under the new senior credit facility, $7@iflion was available for borrowing
June 29, 2014 .

Former Senior Credit FacilityThe former senior credit facility provided for aggate revolving credit borrowings of up t@%.0 millior
(including $10.0 million available for letters ofedit). The facility also provided for incrementakreases of up to $5.0 millionin the
aggregate, to the revolving credit borrowings afd# under the former senior credit facility, andtamned on February 5, 2016The forme
senior secured credit facility was terminated orddeber 11, 2013 and replaced with the new sengatitciacility discussed above.

8
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FIESTA RESTAURANT GROUP, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(In thousands of dollars, except share and peesmaounts)

Borrowings under the former senior credit facilitgre interest at a per annum rate, at the Compamtion, of either (all terms as defil
in the former senior credit facility):

1) the Alternate Base Rate plus the applicable mafg2.00% to 2.75% based on the Company’s Adflstverage Ratio, or
2) the LIBOR Rate plus the applicable margin ofd8to 3.75% based on the Company’s Adjusted LeeeRajio.

Repurchase of Note®n November 12, 2013, the Company commenced art@ffe and consent solicitation for all of its etandiny
$200.0 million in aggregate principal amount of &8 Senior Secured Second Lien Notes due 2016 (thee$\ptThe principal amount
Notes repurchased in the tender offer tote$122.7 million. On December 11, 2013, the Company irrevocablieddior redemption tt
remaining $77.3 million principal amount of Notést were not validly tendered and accepted for mantrim the tender offer.

The Notes were issued on August 5, 2011 pursuaa iodenture dated as of August 5, 2011 goversiudy Notes. The Notes matu
and were payable on August 15, 2016. Interest w@galge semannually on February 15 and August 15. The Note® wearanteed by all
the Company’s subsidiaries and were secured byndegedority liens on substantially all of the Conmg&s and its subsidiariesasset
(including a pledge of all of the capital stock atplity interests of its material subsidiaries).

3. Other Liabilities, Long-Term
Other liabilities, long-term, consisted of the &alling:

June 29, 2014 December 29, 2013

Accrued occupancy costs $ 11,06¢ $ 9,97:
Accrued workers’ compensation and general liabdlgims 71€ 72¢
Deferred compensation 1,02¢ 59z
Other 1,577 1,24:
$ 14,38¢ $ 12,53¢

Accrued occupancy costs include obligations peirigirio closed restaurant locations and accrualexjgense operating lease re
payments on a straight-line basis over the lease te

The following table presents the activity in thesgd-store reserve, of which $1.1 million is inéddn longterm accrued occupar
costs above at June 29, 2014 and December 29,, 2@ft8the remainder in other current liabilities:

Six Months Ended June Year Ended December 2¢

29, 2014 2013
Balance, beginning of period $ 143¢ $ 2,43:
Provisions for restaurant closures — —
Recoveries, net of additional lease charges (68) (197)
Payments, net (143) (937)
Other adjustments 66 141
Balance, end of period $ 1,29¢ $ 1,43¢

4. Former Related Party Transactions
Effective upon the completion of the Spin-off, REeRestaurant Group ceased to be a related pa@grobls.

As of December 29, 2013, Carrols owed $0.3 millethe Company, which is included in receivableshim accompanying conden:
consolidated balance sheets.

Relationship Between Fiesta and Carrols After tha-®ff

For purposes of governing certain of the ongoirati@ships between the Company and Carrols atafted the Spireff, the Compan
and Carrols have entered into the following agregme

» Tax Matters Agreemerithe tax matters agreement dated April 24, 2012, 'Trax Matters Agreement"), (1) governs the allmzabdi
the tax assets and liabilities between Fiesta aardo® and Carrols Corporation, a subsidiary ofr@ar

9
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FIESTA RESTAURANT GROUP, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(In thousands of dollars, except share and peesmaounts)

("Carrols Corp."), (2) provides for certain restions and indemnities in connection with the tasatment of the Spinff anc
(3) addresses certain other tax related mattectydimg, without limitation, those relating to (e obligations of Carrols, Carn
Corp. and the Company with respect to the premarair filing of tax returns for all periods, and) ¢(he control of any income t
audits and any indemnities with respect theretee Thx Matters Agreement provides that if the Comptakes any actions af
Carrols’ distribution of our shares in the Spiff-that result in or cause the distribution tothgable to Carrols, the Company will
responsible under the Tax Matters Agreement forrasylting taxes imposed on the Company or on GaaoCarrols Corp. Furthe
the Tax Matters Agreement provides that the Compuitiyoe responsible for 50% of the losses and saa@eCarrols and its affiliat:
resulting from the Spin-off not attributable to awych action of the Company or an equivalent adiip@arrols.

» Transition Services Agreemendnder the TSA, Carrols and Carrols Corp. agreegrtavide certain support services (incluc
accounting, tax accounting, treasury managemetdrnal audit, financial reporting and analysis, lannresources and emplo
benefits management, information systems, restasyatems support, legal, property managementraswtance and risk managern
services) to the Company, and the Company agreptbtade certain limited management services (idicig certain legal services)
Carrols and Carrols Corp. During the three andmixiths ended June 30, 2013 , the Company recogeigehses of $1.1 millioanc
$2.4 million, respectively, related to the TSA. In October 20h& Company terminated the TSA with respect tustantially all o
the remaining services provided under the TSA whithexception of certain information technologyw#srs and other miscellane«
services. The Company terminated the remainingceswinder the TSA in December 2013.

5. Income Taxes
The Company’s income tax provision was comprisetheffollowing for the six months ended June 29,£28nd June 30, 2013 :

Three Months Ended Six Months Ended
June 29, 2014 June 30, 2013 June 29, 2014 June 30, 2013
Current $ 585¢ $ 3,05 $ 11,35¢ $ 4,68:
Deferred (78) (83) (160 (23
$ 5781 $ 2967 $ 11,19« $ 4,66(

The provision for income taxes for the three axdnsonths ended June 29, 2044s derived using an estimated effective annuainme
tax rate for 2014 of 38.3% . There were no disd@teadjustments in the six months ended June®@} 2

The provision for income taxes for the three axdnsonths ended June 30, 2048s derived using an estimated effective annuainie
tax rate for 2013 of 36.5% , which excludes angmite tax adjustments.

The American Taxpayer Relief Act of 2013 (the "ActWas signed into law on January 2, 2013. The Actuided a provision
retroactively restore several expired businessptaxisions, including the Work Opportunity Tax Citecés of January 1, 2012, with a r
expiration date of December 31, 2013. Becauseaagshin tax law is accounted for in the period mdictment, and the Act was enacted .
Fiesta's fiscal yeagnd, the retroactive effect of renewing the Worlp@qunity Tax Credit was recorded as a discreta itethe first quarter
2013. The discrete tax adjustment for the retruactiffect of renewing the Work Opportunity Tax dtetkcreased the provision for inco
taxes by $0.6 million in the six months ended J8®e2013 .

6. Stock-Based Compensation

Prior to the Spireff, certain of the Company's employees participdtethe Carrols Restaurant Group, Inc. 2006 Stockntive Plan, ¢
amended (the "Carrols Plan"). In conjunction wite Spineff, the Company established the Fiesta Resta@emip, Inc. 2012 Stock Incenti
Plan (the "Fiesta Plan") in order to be able to pensate its employees and directors by issuind stpiions, stock appreciation rights, or si
awards to them under this plan. For the three anthenths ended June 29, 2014 and June 30, 2@#3condensed consolidated statemer
operations include expenses related to the Companyployees' and directors' participation in bbth€arrols Plan and the Fiesta Plan.

Effective as of the completion of the Spin-off, ladlilders of Carrols nomested restricted stock (awarded under the Calals) on Apri
26, 2012, the record date of the Spin-off, received share of Fiesta Restaurant Group non-vestdcted stock for every onghare ¢
Carrols nonvested restricted stock held, with terms and camtlit substantially similar to the terms and coodisi applicable to the Carr
non-vested restricted stock. Stock compensatiorresg on all nonested restricted Carrols and Fiesta stock awaetts by the Company
employees is recorded by the Company.
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FIESTA RESTAURANT GROUP, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(In thousands of dollars, except share and peesmaounts)

During the six months ended June 29, 2014, the @omgranted 71,891 norested restricted shares under the Fiesta Plaprtain
employees. These shares vest and become nondbtéeiver a fouyear vesting period. The weighted average fairevaugrant date for t
non-vested shares issued to employees duringxtaiths ended June 29, 2014 was $45MK0 during the six months ended June 29, 2
the Company granted 24,2%@stricted stock units under the Fiesta Plan ttageemployees. Certain of the restricted stocksumést an
become non-forfeitable over a four year vestinggueand certain of the restricted units vest ancbbee norforfeitable at the end of a fc
year vesting period. The weighted average fairezalugrant date for the restricted stock unitseédsio employees during the six months el
June 29, 2014 was $45.04 .

During the three months ended June 29, 2014, thmp@oy granted 8,399 non-vested restricted sharesri@mployee directors. T
weighted average fair value at the grant datedsiricted non-vested shares issued to directorsp@A23 . These shares vest and become n
forfeitable over a one year vesting period.

During the six months ended June 30, 2013, the Gosngranted in the aggregate 152,703 wested restricted shares under the F
Plan to certain employees. These shares vest amtnigenon-forfeitable over a foyear vesting period. The weighted average fairevaiuth
grant date for restricted non-vested shares isguethployees during the six months ended June®B #/as $20.54 During the three mont
ended June 30, 2013, the Company granted 8,84%exirnd restricted shares to nemployee directors. The weighted average fair vatuée
grant date for restricted non-vested shares istuetirectors was $35.36 . These shares vested ecmhie non-forfeitable over a ogeal
vesting period.

Stock-based compensation expense for the thresiandonths ended June 29, 2014 was $ 1.1 millich &8 million, respectively
Stock-based compensation expense for the thresianmdonths ended June 30, 2013 was $0.6 million%&ihd million, respectively. As «
June 29, 2014 , the total unrecognized stock-basegbensation expense relating to non-vested restrghares and norested restricted sto
units was approximately $ 8.1 million . At June 2914 , the remaining weighted average vestingogeior nonvested restricted shares .
non-vested restricted stock units was 2.2 years.

Non-vested Shares

A summary of all non-vested restricted share égtfor the six months ended June 29, 2014 wask®fs:

Weighted
Average
Grant Date
Shares Price

Non-vested at December 29, 2013 627,31. $ 14.81
Granted 80,29( 4427
Vested (235,659 14.21
Forfeited (5,889 17.5¢
Non-vested at June 29, 2014 466,05 g 20.1¢

The fair value of the non-vested restricted sherdésased on the closing price on the date of grant.

7. Business Segment Information

The Company is engaged in the fagsual restaurant industry, with two restauranicepts (each of which is an operating segm
Pollo Tropical and Taco Cabana. Pollo Tropical fasi-casual restaurant brand offering a wide varietjreghly prepared Caribbean inspi
food, while our Taco Cabana restaurants offer adbs®election of hand-made, freshly prepared arfteatit Mexican food.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(In thousands of dollars, except share and peesmaounts)

The accounting policies of each segment are thes ssthose described in the summary of signifieaobunting policies discussec
Note 1. The Company reports more than one meadusegment profit or loss to the chief operatingisien maker for the purposes
allocating resources to the segments and assebgingerformance. The primary measures of segmerfit or loss used to assess perform:
and allocate resources are income before taxesAdjusted EBITDA, which is defined as earnings atitable to the applicable operai
segment before interest, income taxes, depreciatiwhamortization, impairment and other lease @wmrgtocksased compensation expe
and other income and expense. Although the chiefatimg decision maker uses Adjusted EBITDA as asuee of segment profitability,
accordance with Accounting Standards Codificati8f,Segment Reportingthe following table includes segment income bef@axes, whic
is the measure of segment profit or loss determinextcordance with the measurement principlesdhaimost consistent with the princig
used in measuring the corresponding amounts indhsolidated financial statements.

The “Other” column includes corporate related items not alleddb reportable segments and consists primarilgooporate owne
property and equipment, miscellaneous prepaid coapitalized costs associated with the issuanérdebtedness and corporate cash accc

Three Months Ended Pollo Tropical Taco Cabana Other Consolidated
June 29, 2014:

Restaurant sales $ 75,25:  $ 78,26: $ — % 153,51!
Franchise revenue 547 12¢ = 67C
Cost of sales 24,98:¢ 23,977 — 48,96(
Restaurant wages and related expefises 16,42¢ 22,69: — 39,11¢
Restaurant rent expense 3,071 4,30 — 7,37¢
Other restaurant operating expenses 9,42 10,04 — 19,46¢
Advertising expense 1,63¢ 3,031 — 4,67¢
General and administrative experfde 6,42( 5,71: — 12,13:
Depreciation and amortization 2,75( 2,82¢ — 5,57¢
Pre-opening costs 96¢ 22( — 1,18¢
Impairment and other lease charges (312) 63 — 32
Interest expense 262 30¢€ — 56¢
Income before taxes 9,88¢ 5,207 — 15,09¢
Capital expenditures 14,30: 5,12: 371 19,79:
June 30, 2013:

Restaurant sales $ 64,50¢ $ 75,767 $ — % 140,27¢
Franchise revenue 482 121 — 604
Cost of sales 21,35( 23,96¢ — 45,31¢
Restaurant wages and related expefises 14,18: 21,63¢ — 35,81¢
Restaurant rent expense 2,23¢ 4,17: — 6,411
Other restaurant operating expenses 7,41( 9,92¢ — 17,33¢
Advertising expense 1,14¢ 3,301 — 4,45¢
General and administrative experi@e 6,237 5,76¢ — 11,99¢
Depreciation and amortization 2,31¢ 2,86¢ — 5,17¢
Pre-opening costs 737 221 — 95¢
Impairment and other lease charges (101 557 — 45€
Interest expense 2,247 2,76¢ — 5,011
Income before taxes 7,23% 702 = 7,93¢
Capital expenditures 9,34¢ 6,14¢ 924 16,41
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Six Months Ended Pollo Tropical Taco Cabana Other Consolidated
June 29, 2014:

Restaurant sales $ 146,60¢ $ 151,73:  $ —  $ 298,34(
Franchise revenue 1,03( 251 = 1,281
Cost of sales 48,21. 46,27 — 94,48¢
Restaurant wages and related expefises 31,68¢ 43,93¢ — 75,62:
Restaurant rent expense 5,98¢ 8,59( — 14,57¢
Other restaurant operating expenses 17,79¢ 19,55; — 37,35:
Advertising expense 3,601 6,49¢ — 10,09t
General and administrative experide 12,66( 11,62¢ — 24,28:
Depreciation and amortization 5,327 5,59¢ — 10,92¢
Pre-opening costs 1,501 37C = 1,871
Impairment and other lease charges (70) 87 — 17
Interest expense 54¢ 622 — 1,171
Income before taxes 20,38 8,84: — 29,22)
Capital expenditures 24,12 9,771 2,13( 36,02+
June 30, 2013:

Restaurant sales $ 126,37¢ $ 146,98t $ —  $ 273,36¢
Franchise revenue 89¢ 24z — 1,13¢
Cost of sales 41,84: 45,88¢ — 87,72¢
Restaurant wages and related expefises 28,50( 42,43F — 70,93t
Restaurant rent expense 4,59t 8,251 — 12,84¢
Other restaurant operating expenses 14,61: 18,89( — 33,50:
Advertising expense 2,722 6,28 — 9,00
General and administrative experide 12,46" 11,74: — 24,21(
Depreciation and amortization 4,417 5,57¢ — 9,98¢
Pre-opening costs 1,23( 55¢ — 1,78¢
Impairment and other lease charges 62) 61% — 551
Interest expense 4,49¢ 5,51¢ — 10,01¢
Income before taxes 12,95 1,471 — 14,42¢
Capital expenditures 14,69: 11,09: 1,981 27,76¢
Identifiable Assets:

June 29, 2014: $ 157,67. $ 166,48 $ 558 $ 329,73t
December 29, 2013 140,79 169,36 8,621 318,78!

(1) Includes stock-based compensation expenselo&d®@ $30 for the three and six months ended Jan20A4 , respectively, and $0 and $1 for the threksix months ended
June 30, 2013, respectively.

(2) Includes stock-based compensation expense,058hand $1,770 for the three and six months edded 29, 2014 , respectively, and $595 and $182hé three and six
months ended June 30, 2013 , respectively.
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(In thousands of dollars, except share and peesmaounts)

8. Net Income per Share

We compute basic net income per share by dividetgncome applicable to common shares by the weibghverage number of comn
shares outstanding during each period. Our noredeststricted shares contain a non-forfeitabletriglreceive dividends on a onedoe pe
share ratio to common shares and are thus condigericipating securities. The impact of the ma@pating securities is included in -
computation of basic net income per share purstmiihe two-class method. The twtass method of computing earnings per share
earnings allocation formula that determines eamiatyibutable to common shares and participatewyisties according to dividends decle
(whether paid or unpaid) and participation rights undistributed earnings. Net income per commorresheas computed by dividil
undistributed earnings allocated to common shadehnslby the weighted average number of common shartstanding for the period.
applying the two-class method, undistributed eaymiare allocated to both common shares andvested restricted shares based or
weighted average shares outstanding during thegheri

Diluted earnings per share reflects the potenilatidn that could occur if our restricted stockitsnwere converted into common sha
We compute diluted earnings per share by adjustiadasic weighted average number of common sharé®e dilutive effect of the restrict
stock units, determined using the treasury stocthate Weighted average outstanding restricted stotts totaling 23,596hares were n
included in the computation of diluted earnings pkare for the three months ended June 29, 20ldubecto do so would have b
antidilutive.

The computation of basic and diluted net income ghere for the three and six months ended Jun2®8} and June 30, 2018 as
follows:

Three Months Ended Six Months Ended
June 29, 2014 June 30, 2013 June 29, 2014 June 30, 2013

Basic and diluted net income per share:

Net income $ 931 $ 496¢ $ 18,03: $ 9,76¢
Less: income allocated to participating securities (17¢) (1549 (3549) (31])
Net income available to common stockholders $ 9,13¢ $ 481t $ 17,67¢ $ 9,457
Weighted average common shares, basic 26,271,11 22,908,19 26,236,43 22,888,54

Restricted stock units — — 281 —
Weighted average common shares, diluted 26,271,11 22,908,19 26,236,71 22,888,54
Basic net income per common share $ 0.3 $ 021 $ 0.67 $ 0.41
Diluted net income per common share $ 03 % 021 % 067 $ 0.41

9. Commitments and Contingencies

The Company is a party to various litigation mattecidental to the conduct of business. The Compiaes not believe that the outco
of any of these matters will have a material effecits consolidated financial statements.

10. Recent Accounting Pronouncements

In April 2014, the Financial Accounting StandardsaBd issued ASU 201d8, Reporting Discontinued Operations and Discleswy
Disposals of Components of an Entity, which raittes threshold for a disposal to qualify as a disoored operation and requires r
disclosures of both discontinued operations anthiceother disposals that do not meet the definitid a discontinued operation. For
Company, the guidance is effective for the inteand annual periods beginning December 29, 2014. A% is applied prospective
however, early adoption is permitted for dispodals classifications as held for sale) that have Ine¢n reported in financial statem
previously issued or available for issue. The Comypatends to early adopt this standard.
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In May 2014, the Financial Accounting Standards rdossued ASU 606, Revenue RecognitioiRevenue from Contracts w
Customers, which amends the guidance in former B8% Revenue Recognition, and provides for eithfeitlaetrospective adoption in whi
the standard is applied to all of the periods preskor a modified retrospective adoption in whith cumulative effect of initially applying t
standard is recognized at the date of initial ajapidon. The new standard provides accounting gaigldor all revenue arising from contre
with customers and affects all entities that eimi&s contracts to provide goods or services tortbhastomers unless the contracts are i
scope of other US GAAP requirements. The guidats® @ovides a model for the measurement and régogof gains and losses on the :
of certain nonfinancial assets, such as property eqquipment, including real estate. The Companguisently evaluating the impact of -
provisions of ASC 606. However, the Company culyeakpects the provisions to primarily impact cartbanchise revenues and does
expect the standard to have a material effectofinancial statements. For the Company, the newdstrd is effective for interim and anr
periods beginning after December 15, 2016.
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ITEM 2-MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND RESULTS OF OPERATIONS

Throughout this Management's Discussion and AnalgEFinancial Condition and Results of OperatifMD&A”"), we refer to
Fiesta Restaurant Group, Inc. as “Fiesta Resta@®@anip” or "Fiesta" and, together with its consatiell subsidiaries, as “we,” “our” and “us”
unless otherwise indicated or the context othervgseires.

The following MD&A is written to help the reader derstand our company. The MD&A is provided as apimpent to, and should
read in conjunction with our Unaudited Condensechgobdated Financial Statements and the accompgnffirancial statement nof
appearing elsewhere in this report.

On May 7, 2012 (the "distribution date"), CarrolesRaurant Group, Inc. completed the spifhef Fiesta through the distribution of all
the outstanding shares of Fiesta Restaurant Groapisnon stock to the stockholders of Carrols Reatd#uGroup, Inc. (the "Spioff"). As a
result of the Spireff, since the distribution date we have been afefpendent public company and our common stockaidett on Th
NASDAQ Global Select Market under the sym“FRGI".

We use a 52-53 week fiscal year ending on the Sunlisest to December 31. The fiscal year endedceidber 29, 2018ontained 5
weeks. The three and six months ended June 29, &td June 30, 2013 each contained thirteen agmtyveix weeks, respectively.

Company Overview

We own, operate and franchise two fast-casual wesmth brands, Pollo Tropicdland Taco Caban®, which have over 25 years and
years, respectively, of operating history and logastomer bases. Our Pollo Tropical restaurantsr cf wide variety of freshly prepal
Caribbean inspired food, while our Taco Cabanateants offer a broad selection of handee, freshly prepared and authentic Mexican
We believe that both brands are differentiated father restaurant concepts and offer a unique gliekperience. We are positioned within
value-oriented fast-casual restaurant segment,hatienbines the convenience and value of gsikdce restaurants with the variety, f
quality, décor and atmosphere more typical of dagiming restaurants. Our open display kitchen farmllows guests to view and experie
our food being freshly-prepared and cooked to orddditionally, almost all of our restaurants oftbe convenience of driveru service. A
of June 29, 2014 , our company-owned restauractadad 112 Pollo Tropical restaurants and Té@o Cabana restaurants, including
Cabana GrilP (our elevated non-24 hour Taco Cabana format) westa

We franchise our Pollo Tropical restaurants prifgainternationally and, as of June 29, 2014 , we B& franchised Pollo Tropic
restaurants located in Puerto Rico, Ecuador, Hagjufrinidad & Tobago, The Bahamas, Venezuela, &C83ta, Panama, Dominic
Republic, Guatemala and on college campuses iridélo¥WWe have agreements for the continued developwiefranchised Pollo Tropic
restaurants in certain of our existing markets, @wacave commitments for additional non-traditioloahtions in Florida. As of June 29, 2014
we had four Taco Cabana franchised restaurantseld@a New Mexico and three ndraditional Taco Cabana locations on college campir
Texas.

Recent and Future Events Affecting our Results of Perations

On November 12, 2013, we commenced a tender dfiftcansent solicitation for all of our outstand®#00.0 million aggregate princif
amount of 8.875% Senior Secured Second Lien Nate2616 (the "Notes"). The principal amount of Natepurchased in the tender offer
totaled $122.7 million.

On November 20, 2013, we sold 3,078,336 sharegesfd®™s common stock in an underwritten publicrirffgat a price of $46.00 per
share (excluding underwriting discounts and comimiss pursuant to a Registration Statement on Fe&3n(Registration No. 333-192254).
The aggregate net proceeds to us from the offeverg approximately $135.3 million, reflecting grgssceeds of $141.6 million, net of
underwriting fees of approximately $5.7 million amither offering costs of approximately $0.7 million

On December 11, 2013, we irrevocably called foeregtion the remaining $77.3 million principal ambofNotes that were not validly
tendered and accepted for payment in the tender. off

Also on December 11, 2013, we terminated our forse@ior secured revolving credit facility, which vefer to as our “former senior
credit facility”, and entered into a new seniorwged revolving credit facility, which we refer te aur "new senior credit facility". The new
senior credit facility provides for aggregate rewmod) credit borrowings of up to $150 million (incimg $15 million available for letters of
credit) and matures on December 11, 2018. The eewrscredit facility also provides for potentiatremental increases of up to $50 million
to the revolving credit borrowings available untter new senior credit facility. On June 29, 201Here was $66.0 million in outstanding
borrowings under our new senior credit facility.
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Interest expense decreased $4.3 million and $8libmin the three and six months ended June 23428 a result of the refinanci
repurchase and redemption of our Notes.

Executive Summary-Consolidated Operating Performane for the Three Months Ended June 29, 2014

Our second quarter 2014 results and highlightaidesthe following:

. Net income increased $4.3 million to $9.3 millionthe second quarter of 2014, or $0&5 diluted share, compared to
income of $5.0 million , or $0.21 per diluted shamethe secondjuarter of 2013, primarily due to the net impacttg growth il
revenues discussed below and the decrease inghteqgense as a result of the refinancing trarmagtiwhich included the repurch
and redemption of our Notes and entering into @w Benior credit facility.

. Total revenues increased 9.4% in the second euaft2014 to $154.2 million compared to $140.9lionl in the secon:
quarter of 2013, driven primarily by an increasethe number of our compamwned restaurants and an increase in comps
restaurant sales of 6.7% for our Pollo Tropicataesants and 2.8%or our Taco Cabana restaurants. The growth in eoaiyk
restaurant sales resulted primarily from an ineeasaverage check of 1.1% at Pollo Tropical ar@Bat Taco Cabana and
increase in transactions at Pollo Tropical of 5.p%tially offset by a decrease in transactionBaaio Cabana of 0.2%.

. During the second quarter of 2014, we openechsix companyewned Pollo Tropical restaurants and our firstaestn
under our elevated non-24 hour Taco Cabana for@abana Grill. During the second quarter of 2013,opened foumew Pollc
Tropical restaurants and threew Taco Cabana restaurants and closed one Pdafcét restaurant (which was relocated within
same trade area) and one Taco Cabana restaurant.

. Adjusted EBITDA increased $3.2 million in the ead quarter of 2014 to $22.4 million compared t®.81million in the
second quarter of 2013, primarily due to the ngpdot of the increase in revenues. Adjusted EBITBAAINONGAAP financia
measure of performance. For a discussion of ountigejusted EBITDA and a reconciliation of Adjudt&BITDA to net income, si
"Management's Use of Non-GAAP Financial Measures".
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Results of Operations

The following table summarizes the changes in tinalrer and mix of Pollo Tropical and Taco Cabanapmamy-owned and franchis
restaurants:

Pollo Tropical Taco Cabana
Owned Franchised Total Owned Franchised Total
December 29, 2013 10z 39 141 165 7 172
New 4 1 5 — — —
Closed — @ (1) — — _
March 29, 2014 10¢€ 39 14t 165 7 172
New 6 — 6 1 — 1
Closed — 4 4 — — —
June 29, 2014 112 35 147 16€ 7 17:¢
December 30, 2012 91 35 12¢€ 16C 8 16¢€
New 2 1 3 2 — 2
Closed — — — — — —
March 31, 2013 93 36 12¢ 162 8 17C
New 4 3 7 3 — 3
Closed (1) (1) (2 (1) — (1)
June 30, 2013 96 38 134 164 8 172

Three Months Ended June 29, 2014 Compared to Three Months Ended June 30, 2013

The following table sets forth, for the three manémded June 29, 2014 and June 30, 2013 , setzwsdlidated operating results as a
percentage of consolidated restaurant sales:

Three Months Ended
June 29, 2014 June 30, 2013  June 29, 2014  June 30, 2013  June 29, 2014  June 30, 2013

Pollo Tropical Taco Cabana Consolidated
Restaurant sales:
Pollo Tropical 49.(% 46.(%
Taco Cabana 51.(% 54.(%
Consolidated restaurant sales 100.(% 100.(%
Costs and expenses:
Cost of sales 33.2% 33.1% 30.6% 31.6% 31.9% 32.2%
Restaurant wages and related expenses 21.&8% 22.(% 29.(% 28.€% 25.5% 25.5%
Restaurant rent expense 4.1% 3.5% 5.5% 5.5% 4.8% 4.€%
Other restaurant operating expenses 12.5% 11.5% 12.8% 13.1% 12.7% 12.40%
Advertising expense 2.2% 1.6% 3.€% 4.4% 3.(% 3.2%
Pre-opening costs 1.2% 1.1% 0.2% 0.2% 0.8% 0.7%
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Consolidated RevenueRevenues include restaurant sales, which consifioaf and beverage sales, net of discounts, atouwmpany-
owned restaurants, and franchise royalty revennéseges, which represent ongoing royalty paymedrasdre determined based on a percel
of franchisee sales, franchise fees associatedngithrestaurant openings, and development feesiatsb with the opening of new franchi
restaurants in a given market. Restaurant salesffwenced by new restaurant openings and closufresstaurants, and changes in compa
restaurant sales.

Total revenues increased 9.4% to $154.2 milliorth@ second quarter of 2014 from $140.9 million lve secondquarter of 201.
Restaurant sales also increased 9.4% to $153.bmiill the second quarter of 2014 from $140.3 wiillin the seconduarter of 2013. Tt
following table presents the primary drivers of therease in restaurant sales for both Pollo Tadgad Taco Cabana for the secopigrter o
2014 compared to the second quarter of 2013 (itomdl):

Pollo Tropical:

Increase in comparable restaurant sales $ 4.1
Impact of new stores, net of closed stores, aneroth 6.€
Total increase $ 10.7

Taco Cabana:
Increase in comparable restaurant sales $ 2.C
Impact of new stores, net of closed stores, aneroth

Total increase $ 2.

Comparable restaurant sales for Pollo Tropicaleased 6.7% in the secoqdarter of 2014. Comparable restaurant sales foo Taban
in the second quarter of 2014 increased 2.&Réstaurants are included in comparable restasedes after they have been open for 18 mc
Increases in comparable restaurant sales resoitdroincrease in guest traffic and an increaseénage check. The increase in average ¢
is primarily driven by menu price increases. FolldP®ropical, menu price increases drove an in@eagestaurant sales of 1.6% in gezon
quarter of 2014 as compared to the seaumatter of 2013. For Taco Cabana, menu price isesedrove an increase in restaurant sales of
in the second quarter of 2014 as compared to ttensiguarter of 2013, while the remaining increase iarage check is primarily driven b
positive change in sales mix due to the implemantaif new menu boards.

Restaurants in new markets that haven't reachedameéiitiency generally have lower sales than nestats in existing, media efficie
markets.

Franchise revenues increased slightly to $0.7 anilin the second quarter of 2014 from $0.6 miliiothe second quarter of 2013.

Operating costs and expens@perating costs and expenses include cost of galsurant wages and related expenses, otheunas
expenses and advertising expenses. Cost of salestof food, paper and beverage costs inclugédaging costs, less purchase disco
Cost of sales is generally influenced by changesommodity costs, the sales mix of items sold dddffectiveness of our restaurdevel
controls to manage food and paper costs. Key coriti@edincluding chicken and beef, are generallychased under contracts for fut
periods of up to one year.

Restaurant wages and related expenses includestiurant management and hourly productive labstsc@mployer payroll taxe
restaurantevel bonuses and related benefits. Payroll aratadltaxes and benefits are subject to inflatieduding minimum wage increa:
and increased costs for health insurance, workenspensation insurance and state unemploymentainser

Other restaurant operating expenses include adlrotstaurantevel operating costs, the major components of Wwhie utilities, repai
and maintenance, real estate taxes and credifeasd

Advertising expense includes all promotional exgsnecluding television, radio, billboards and etlkponsorships and promotio
activities.

Pre-opening costs include costs incurred prior to opgra restaurant, including restaurant employee svage related expenses, tr
expenditures, recruiting, training, promotional tsoassociated with the restaurant opening and meoiiyding any noreash rent expen
recognized during the construction period. Pre-opgenosts are generally incurred beginning fowsixomonths prior to a restaurant opening.
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The following tables present the primary drivergted changes in the components of restaurant apgnetargins for Pollo Tropical a
Taco Cabana for the second quarter of 2014 comparéte secondjuarter of 2013. All percentages are stated ag@eptage of applicak
segment restaurant sales.

Pollo Tropical:
Cost of sales:

Menu price increases (0.5%
Higher commodity costs 0.2%
Sales mix and higher waste 0.2%
Other 0.2%

Net increase in cost of sales as a percemtigstaurant sales 0.1%

Restaurant wages and related expenses:

Impact of higher sales volumes on fixed lab@tsdor comparable stores (0.9%
Lower medical costs (0.2%
Higher labor costs and impact of lower salesinms for new stores 0.2%

Net decrease in restaurant wages and retatdd as a percentage of restaurant sales (0.9)%

Other operating expenses:

Higher repairs and maintenance césts 0.4%
Higher insurance costs 0.2%
Higher credit card fees 0.1%
Other® 0.2%

Net increase in other restaurant operatimgeses as a percentage of restaurant sales 1.C%

Advertising expense:
Increase in advertising and timing of promotions 0.4%

Net increase in advertising expense as a&ep&ge of restaurant sales 0.4%

Pre-opening costs:
Increased number of restaurant openings 0.2%

Net increase in pre-opening costs as a pexgerof restaurant sales 0.2%

(1) Includes additional costs related to the cosieerto Coca-Cola products under a new five yeatraot.
(2) Includes higher costs related to operating Begpgeneral and office expense, linen and unigoamd various other costs.
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Taco Cabana:
Cost of sales:

Menu board changes, sales mix and lower waste (1.2)%
Menu price increases (0.49%
Higher rebates and discounts (0.2%
Higher commaodity costs 0.€%
Other (0.2%

Net decrease in cost of sales as a percenfagstaurant sales (1.0%

Restaurant wages and related expenses:

Impact of higher sales volumes on fixed labastso (0.9%
Higher medical costs 0.€%
Other 0.1%

Net increase in restaurant wages and retaist$ as a percentage of restaurant sales 0.4%

Other operating expenses:

Lower utilities (0.9%
Higher repairs and maintenance expéhse 0.4%
Other® (0.9%

Net decrease in other restaurant operatipgreses as a percentage of restaurant sales (0.9)%

Advertising expense:
Timing of promotions (0.5%
Net decrease in advertising expense as ap@ge of restaurant sales (0.9%

Pre-opening costs:

Pre-opening costs as a percentage of restasakes —%

(1) Includes costs associated with remodels theahat subject to capitalization.
(2) Includes lower sanitation and various othetsos

Consolidated Restaurant Rent Expendgestaurant rent expense includes base rent amthgent rent on our leases characterize
operating leases, reduced by amortization of gasaleleaseback transactions. Restaurant rent expenseparcentage of total restaul
sales, increased to 4.8% in the second quartelOdd Zrom 4.6% the second quarter of 2013 primaaya result of new saleasebac
transactions and new restaurants, which generaitg higher rent.

Consolidated General and Administrative Expenggsneral and administrative expenses are comprigetaply of (1) salaries ar
expenses associated with the development and duppour Company and brands and the managemensighérof the operation of o
restaurants; (2) legal, auditing and other protessli fees and stodkased compensation expense; and (3) in 2013, oustsed under tt
transition services agreement with the former pagempany for administrative support services.

General and administrative expenses were $ 12libmih the second quarter of 2014 and $12.0 mmiliio the seconduarter of 2013. A
a percentage of total revenues, general and adnaitiie® expenses decreased to 7.9% in the secaadequf 2014 compared to 8.5%the
second quarter of 2013. The decrease was due flsittathe impact of higher sales on fixed costs.

Adjusted EBITDAAdjusted EBITDA, which is one of the measures afrsent profit or loss used by our chief operatingisien make
for purposes of allocating resources to our segsnantl assessing their performance, is defined @mBnga attributable to the applica
segment before interest, income taxes, depreciatiwhamortization, impairment and other lease @wmrgtocksased compensation expe
and other income and expense. Adjusted EBITDA nwybr necessarily comparable to other similarlgditaptions of other companies du
differences in methods of calculation. Adjusted EBA for each of our segments includes an allocatibgeneral and administrative exper
associated with administrative support for exeautivanagement, information systems and certain atiogy legal and other administrat
functions. Adjusted EBITDA is a noBAAP financial measure of performance. For a disiaus of our use of Adjusted EBITDA anc
reconciliation of Adjusted EBITDA to net incomegstManagement's Use of Non-GAAP Financial Measures"

21






Table of Contents

Adjusted EBITDA for Pollo Tropical increased to $43nillion in the second quarter of 2014 from $1&llion in the secondjuarter o
2013 due primarily to the net impact of the inceeas revenues. Adjusted EBITDA for Taco Cabanaaased to $8.9 million in theecon
quarter of 2014 from $7.2 million in the second meiaof 2013 also primarily due to the net impacthe increase in revenues.

Depreciation and AmortizationDepreciation and amortization expense increas&st® million in the second quarter of 2014 frégz
million in the second quarter of 2013 due primatiyincreased depreciation relating to new compamged restaurant openings, parti
offset by the impact of new sale-leaseback trarwagt

Interest Expensédnterest expense decreased $4.4 million to $ OlBomiin the second quarter of 2014 from $ 5.0 ioillin thesecon:
quarter 2013 primarily due to the refinancing temi®ns, which included the repurchase and redempti our Notes and entering into our 1
senior credit facility with revolving borrowings &wer interest rates than the Notes, as descridiide under "Recent and Future Ev
Affecting our Results of Operations".

Provision for Income Taxedhe provision for income taxes for the secandrter of 2014 was derived using an estimateccig
annual income tax rate for 2014 of 38.3% , while pinovision for income taxes for the secapudrter of 2013 was derived using an estirr
effective annual income tax rate for 2013 of 36.584cluding discrete items. The estimated effecsinBual income tax rate for 2014 is hic
than the effective annual income tax rate estimatdtle second quarter of 2013, primarily due t® éxpiration of the Work Opportunity T
Credit on December 31, 2013.

Discrete tax adjustments decreased the provisiomémme taxes by $28,000 in the secquérter of 2013. There were no discrete
adjustments in the second quarter of 2014.

Net IncomeAs a result of the foregoing, we had net incom&%8 million in the second quarter of 2014 compdcedet income 0$5.(
million in the second quarter of 2013.

Six Months Ended June 29, 2014 Compared to Six Months Ended June 30, 2013

The following table sets forth, for the six montheded June 29, 2014 and June 30, 2013, seleatedlictated operating results as a
percentage of consolidated restaurant sales:

Six Months Ended
June 29, 2014 June 30, 2013  June 29, 2014  June 30, 2013  June 29, 2014  June 30, 2013

Pollo Tropical Taco Cabana Consolidated
Restaurant sales:
Pollo Tropical 49.1% 46.2%
Taco Cabana 50.% 53.8%
Consolidated restaurant sales 100.(% 100.(%
Costs and expenses:
Cost of sales 32.% 33.1% 30.5% 31.2% 31.7% 32.1%
Restaurant wages and related expenses 21.€% 22.€% 29.(% 28.9% 25.2% 25.%%
Restaurant rent expense 4.1% 3.€% 5.7% 5.€% 4.9% 4.71%
Other restaurant operating expenses 12.1% 11.€% 12.% 12.% 12.5% 12.2%
Advertising expense 2.5% 2.2% 4.2% 4.2% 3.4% 3.2%
Pre-opening costs 1.C% 1.C% 0.2% 0.4% 0.€% 0.7%
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Total revenues increased 9.1% to $299.6 millionhm six months ended June 29, 2014 from $274.5omilh thesix months ende
June 30, 2013 . Restaurant sales also increaséd t8.5298.3 million in the six months ended JungZ®4 from $273.4 million in theix
months ended June 30, 2013he following table presents the primary drivefghe increase in restaurant sales for both Phitpical ant
Taco Cabana for the six months ended June 29, @hpared to the six months ended June 30, 2018illions):

Pollo Tropical:

Increase in comparable restaurant sales $ 7.8
Impact of new stores, net of closed stores, aneroth 12.:
Total increase $ 20.2

Taco Cabana:

Increase in comparable restaurant sales $ 2.t
Impact of new stores, net of closed stores, aneroth 2.2
Total increase $ 4.7

Comparable restaurant sales for Pollo Tropicaldased 6.5% in the six months ended June 29, 2@biparable restaurant sales
Taco Cabana in the six months ended June 29, 2@tdased 1.8% For Pollo Tropical, menu price increases drovénanease in restaur:
sales of 1.6% in the six months ended June 29, 281dompared to the six months ended June 30, 2608 Taco Cabana, menu pil
increases drove an increase in restaurant sal23% in the six months ended June 29, 2014 as aemiga the six months endddne 3(
2013, while the remaining increase in average chegbriimarily driven by a positive change in sales mije to the implementation of n
menu boards.

Restaurants in new markets that haven't reachedanaéficiency generally have lower sales than mastats in existing, media efficie
markets.

Franchise revenues increased slightly to $1.3 anilin the six months ended June 29, 2014 from #iilllon in the six months ende
June 30, 2013 .
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The following tables present the primary drivergted changes in the components of restaurant apgnetargins for Pollo Tropical a
Taco Cabana for the six months ended June 29, 26fpared to the six months ended June 30, 20AB percentages are stated ¢
percentage of applicable segment restaurant sales.

Pollo Tropical:
Cost of sales:

Menu price increases (0.5%
Higher commodity costs 0.1%
Sales mix and higher waste 0.1%
Other 0.1%

Net decrease in cost of sales as a percenfagstaurant sales (0.29%

Restaurant wages and related expenses:

Lower workers compensation claim costs (0.6)%
Impact of higher sales volumes on fixed lab@tsdor comparable stores (0.9%
Lower medical benefit cost and employment taxes (0.9%
Higher labor costs and impact of lower salesinms for new stores 0.2%

Net decrease in restaurant wages and retat#d as a percentage of restaurant sales (1.O)%

Other operating expenses:

Higher repairs and maintenance cd8ts 0.2%
Higher insurance costs 0.2%
Net increase in other restaurant operatimgesges as a percentage of restaurant sales 0.£%

Advertising expense:
Increase in advertising and timing of promotions 0.2%

Net increase in advertising expense as septage of restaurant sales 0.2%

Pre-opening costs:

Pre-opening costs as a percentage of restasakes —%

(1) Includes additional costs related to the cosieerto Coca-Cola products under a new five yeatraot.
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Taco Cabana:
Cost of sales:

Menu board changes, sales mix and lower waste (0.89%
Menu price increases (0.49%
Higher rebates and discounts (0.2%
Higher commaodity costs 0.€%
Other (0.2%

Net decrease in cost of sales as a percenfagstaurant sales (0.7%

Restaurant wages and related expenses:

Impact of higher sales volumes on fixed labastso (0.9%
Higher medical costs 0.2%
Other 0.1%

Net increase in restaurant wages and retaist$ as a percentage of restaurant sales 0.1%

Other operating expenses:

Lower utilities (0.1)%
Higher repairs and maintenance expéhse 0.2%
Other (0.1)%

Net change in other restaurant operating esg@®as a percentage of restaurant sales — %

Advertising expense:
Net change in advertising expense as a pegerf restaurant sales — %

Pre-opening costs:
Decrease in number of restaurants opened (0.2)%

Net decrease in pre-opening costs as a pageof restaurant sales (0.2%

(1) Includes costs associated with remodels theahat subject to capitalization.

Consolidated Restaurant Rent Expendgestaurant rent expense includes base rent amthgent rent on our leases characterize
operating leases, reduced by amortization of gamsaleleaseback transactions. Restaurant rent expensepascentage of total restaul
sales, increased to 4.9% in the six months ended 29, 2014 from 4.7% the six months ended of 3&013primarily as a result of ne
sale-leaseback transactions and new restauranits) giinerally have higher rent.

Consolidated General and Administrative Expengmeral and administrative expenses were $ 24.fBomih the six months ende
June 29, 2014 and $24.2 million in the six monthdeel June 30, 2013As a percentage of total revenues, general aminggtrative expens
decreased to 8.1% in the six months ended Jun2®9} compared to 8.8% in the six months ended 30n2013. The decrease was (
primarily to the impact of higher sales on fixedto

Adjusted EBITDAAdjusted EBITDA, which is one of the measures afrsent profit or loss used by our chief operatingisien make
for purposes of allocating resources to our segsnantl assessing their performance, is defined iesnga attributable to the applica
segment before interest, income taxes, depreciatimhamortization, impairment and other lease @wmrgtockhased compensation expe
and other income and expense. Adjusted EBITDA nmybe necessarily comparable to other similarlgditaptions of other companies du
differences in methods of calculation. Adjusted EBA for each of our segments includes an allocatibgeneral and administrative exper
associated with administrative support for exeautivanagement, information systems and certain atiogy legal and other administrat
functions. Adjusted EBITDA is a noBAAP financial measure of performance. For a disiaus of our use of Adjusted EBITDA anc
reconciliation of Adjusted EBITDA to net incomegstManagement's Use of Non-GAAP Financial Measures"

Adjusted EBITDA for Pollo Tropical increased to $27nillion in the six months ended June 29, 20bMfr$21.8 million in thesix
months ended June 30, 2013 due primarily to thenmgact of the increase in revenues. Adjusted EB\TBr Taco Cabana increased$6.(
million in the six months ended June 29, 2014 f&i8.7 million in the six months ended June 30, 281%8 primarily due to the net impaci
the increase in revenues.
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Depreciation and AmortizationDepreciation and amortization expense increas&dl®.9 million in the six months endddne 29, 201
from $10.0 million in the six months ended June 3013 due primarily to increased depreciation medato new compangwned restaura
openings, partially offset by the impact of newesi@aseback transactions.

Interest Expensénterest expense decreased $8.8 million to $1.Romiln the six months ended June 29, 2014 from&hfillion in the
six months ended June 30, 20d/@narily due to the refinancing transactions, vhiecluded the repurchase and redemption of ouef\ah
entering into our new senior credit facility witvolving borrowings at lower interest rates tham Motes, as described above under "R«
and Future Events Affecting our Results of Operstio

Provision for Income Taxe&he provision for income taxes for the six monthsied June 29, 201#was derived using an estima
effective annual income tax rate for 2014 of 38.3%hile the provision for income taxes for the siwnths ended June 30, 204/as derive
using an estimated effective annual income taxfat@013 of 36.5% excluding discrete items. The estimated effectieual income tax re
for 2014 is higher than the effective annual incdmerate estimated in the six months ended Jun2@IB, primarily due to the expiration
the Work Opportunity Tax Credit on December 31,201

Discrete tax adjustments, which include the retiivaceffect of renewing the 2012 Work OpportunitgxXTCredit in 2013, decreased
provision for income taxes by $0.6 million in thig snonths ended June 30, 2013 . There were noalestax adjustments in thsix month:
ended June 29, 2014 .

Net IncomeAs a result of the foregoing, we had net incomé&18.0 million in the six months ended June 29, 26dvhpared to n
income of $9.8 million in the six months ended J86e2013 .

Liquidity and Capital Resources

We do not have significant receivables or inventang receive trade credit based upon negotiateustar purchasing food products i
other supplies. We are able to operate with a aukiat working capital deficit because:

e restaurant operations are primarily conducted ocash basi:
e rapid turnover results in a limited investmentrimentories; an
» cash from sales is usually received before relbabdities for food, supplies and payroll becomee:

Capital expenditures and payments related to aselebligations represent significant liquidity uggments for us. We believe ci
generated from our operations, availability of bb@rings under our new senior credit facility andqaeds from any saleaseback transactic
which we may choose to do will provide sufficieash availability to cover our anticipated workirapital needs, capital expenditures and
service requirements for the next twelve months.

Operating Activities Net cash provided by operating activities for fingt six months of 2014 and the first six monéi2013 was $£5.¢
million and $ 14.9 million , respectively. The ieasse in net cash provided by operating activitiethe first sixmonths of 2014 was driven
the increase in net income and the change in apgrassets and liabilities primarily as a resultaoreduction in interest expense payments
result of the refinancing transactions, which ided the repurchase and redemption of our Note®atating into our new senior credit faci
with revolving borrowings at lower interest ratbaun the Notes, as described herein and above tRdeent and Future Events Affecting
Results of Operations".

Investing ActivitiesNet cash used for investing activities in the faist months of 2014 and 2013 was $ 29.3 million &28.6 million,
respectively. Capital expenditures are the largestponent of our investing activities and inclu@®: new restaurant development, which |
include the purchase of real estate; (2) restaembdeling, which includes the renovation or r&bng of the interior and exterior of ¢
existing restaurants; (3) other restaurant capiakenditures, which include capital maintenanceeegfiures for the ongoing reinvestment
enhancement of our restaurants; and (4) corporateestaurant information systems.
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The following table sets forth our capital expendds for the periods presented (in thousands):

Pollo Taco
Tropical Cabana Other Consolidated

Six Months Ended June 29, 2014
New restaurant development $ 22,50t $ 4,09¢ % — 3 26,60
Restaurant remodeling — 4,35( — 4,35(
Other restaurant capital expenditures (1) 1,49¢ 1,14z — 2,63¢
Corporate and restaurant information systems 121 18C 2,13( 2,431
Total capital expenditures $ 24,120 $ 9,771 % 2,13( % 36,02«
Number of new restaurant openings 1C 1 11

Six Months Ended June 30, 2013:
New restaurant development $ 12,96¢ $ 8,41t % — $ 21,38«
Restaurant remodeling 394 1,09¢ — 1,492
Other restaurant capital expenditures (1) 1,24¢ 1,43(C — 2,67¢
Corporate and restaurant information systems 83 15C 1,981 2,21«
Total capital expenditures $ 14,69 $ 11,097 $ 1981 $ 27,76¢
Number of new restaurant openings 6 5 11

1) Excludes restaurant repair and maintenance expénskesled in other restaurant operating expensesuinconsolidated financ
statements. For the six months ended June 29, a6il4June 30, 2013 total restaurant repair and maintenance expewsee
approximately $7.0 million and $5.7 million, respeely.

For the full year 2014, we anticipate that totgita expenditures will range from $65 million t@@&million. Capital expenditures in 2C
are expected to include $50 million to $55 millifam development of new restaurants and purchaselafed real estate for the opening
total of 22 to 26 new Pollo Tropical and Taco Cabagstaurants, including our first new elevated-Bérhour Taco Cabana format, Cak
Grill. Our capital expenditures in 2014 are alspepted to include expenditures of approximately.@Haillion to $14.0 million for the ongoil
reinvestment in our Pollo Tropical and Taco Cab@staurants for remodeling costs and capital maamtee expenditures and approxime
$4.0 million to $6.0 million of other expenditures.

In the first six months of 2014, investing actiggialso included two saleaseback transactions related to our restaurapepties, the n
proceeds from which were $ 5.7 million , as weltlzes sale of an excess Taco Cabana property, theoeeeds from which were $1.0 million
In the first six months of 2013, investing actiegiincluded two salkeaseback transactions related to our restaurapepties, the net procee
from which were $5.4 million, and the sale of agess property, the net proceeds from which were @illion. In the first sixnonths of 201
we purchased for $ 3.0 million two of our existifigco Cabana restaurant properties to be sold imeigale-leaseback transactions.

Financing ActivitiesNet cash used by financing activities in the faist months of 2014 was $3.8 milli@nd included net repayments
revolving credit borrowings under our new creditility of $5.0 million and the excess tax benefibrh vesting of restricted shares $f.:
million . Net cash provided by financing activities in first six months of 2013 was $0.4 million and irsdal the excess tax benefit fr
vesting of restricted shares of $0.5 million.

New Senior Credit Facilityn December 2013, we terminated our former semeditfacility and entered into a new senior créaldility.
The new senior credit facility provides for aggregeevolving credit borrowings of up to $150 mifli¢gincluding $15 million available for
letters of credit) and matures on December 11, 2Uk8 new senior credit facility also provides patential incremental increases of up to $5(
million to the revolving credit borrowings availablinder the new senior credit facility. On JuneZ8,4 , there were $66.0 million in
outstanding revolving credit borrowings under oewrsenior credit facility.

Borrowings under the new senior credit facility bederest at a per annum rate, at our option, lelgueither (all terms as defined in the
new senior credit facility):

1) the Alternate Base Rate plus the applicable mari0.5% to 1.5% based on our Adjusted LeveraggéoRwith a margin of
0.75% as of June 29, 2014 ), or

2) the LIBOR Rate plus the applicable margin oPA & 2.5% based on our Adjusted Leverage Ratich(witargin of 1.75%
June 29, 2014 ).
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In addition, the new senior credit facility requanas to pay (i) a commitment fee based on the gk Commitment Fee margin of
0.25% to 0.45%, based on our Adjusted LeverageoR@tith a margin of 0.3% at June 29, 2014 ) amduhused portion of the facility and (ii)
a letter of credit fee based on the applicable LRB@argin and the dollar amount of outstanding tetté credit.

All obligations under the new senior credit fagilétre guaranteed by all of our material domestixs#liaries. In general, our obligations
under our new senior credit facility and our sulzsids’ obligations under the guarantees are sdduwye first priority lien and security interest
on substantially all of our assets and the assetaramaterial subsidiaries (including a pledgealbf the capital stock and equity interests of
our material subsidiaries), other than certain digelcassets, including real property owned by uswr subsidiaries.

The outstanding borrowings under the new seniditfacility are prepayable without penalty (otlilean customary breakage costs). Th
new senior credit facility requires us to compltiwtustomary affirmative, negative and financialewmants, including, without limitation, thc
limiting our and our subsidiaries’ ability to (Rdur indebtedness, (i) incur liens, (iii) loanyadce, or make acquisitions and other investmen
or other commitments to construct, acquire or dgvelew restaurants (subject to certain exceptigivd)pay dividends, (v) redeem and
repurchase equity interests, (vi) conduct asset@stdurant sales and other dispositions (sulgemtain exceptions), (vii) conduct
transactions with affiliates and (viii) change duisiness. In addition, the new senior credit faciequires us to maintain certain financial
ratios, including minimum Fixed Charge Coverage arakimum Adjusted Leverage Ratios (all as defineden the new senior credit facility).

Our new senior credit facility contains customagfadilt provisions, including without limitation, Goss default provision pursuant
which it is an event of default under this facilifythere is a default under any of our indebtednegving an outstanding principal amour
$5.0 million or more which results in the accelenatof such indebtedness prior to its stated migtuni is caused by a failure to pay princ
when due. As of June 29, 2014 , we were in compdamith the covenants under our new senior creditify.

After reserving $7.5 million for letters of credsued under the new senior credit facility, $#@ibion was available for borrowing unc
the new senior credit facility at June 29, 2014 .

Former Senior Credit FacilityOur former senior secured credit facility, whichsa@rminated on December 11, 2013, providet
aggregate revolving credit borrowings of up to $2%illion (including $10.0 million available for tiers of credit).

Off-Balance Sheet Arrangements and Contractual Obligations

We have no ofbalance sheet arrangements other than our opetatisgs, which are primarily for our restaurantpprties and are n
recorded on our consolidated balance sheet.

There have been no significant changes outsidertieary course of business to our contractualgalibns since December 29, 2(
Information regarding our contractual obligatiosdricluded under "Contractual Obligations" in Rgrttem 7, "Management's Discussion .
Analysis of Financial Condition and Results of Ggtems" in our Annual Report on Form 10-K for tliecél year ended December 29, 2013.

Application of Critical Accounting Policies

Our unaudited interim condensed consolidated firzrstatements and accompanying notes are prefra@ctordance with accounti
principles generally accepted in the United Statefmerica. Preparing consolidated financial staata requires us to make estimates
assumptions that affect the reported amounts atgshabilities, revenue and expenses. These atrand assumptions are affected b
application of our accounting policies. Our sigedfint accounting policies are described in the “Bigant Accounting Policiesfootnote in th
notes to our Consolidated Financial Statementdheryear ended December 29, 2013 included in oumuAhReport on Form 1K-for the
fiscal year ended December 29, 2013. Critical aoting estimates are those that require applicasfamanagement's most difficult, subjec
or complex judgments, often as a result of mattieas are inherently uncertain and may change isegient periods. There have bee
material changes affecting our critical accounfiogjcies for the six months ended June 29, 2014 .

Management's Use of Non-GAAP Financial Measures

Adjusted EBITDA is a norisAAP financial measure. We use Adjusted EBITDA ddiéion to net income, income from operations,
income before income taxes to assess our perfornand we believe it is important for investord&able to evaluate the Company using
same measures used by management. We believedhsume is an important indicator of our operatiatangth and the performance of
business. Adjusted EBITDA as calculated by us isrmexessarily comparable to similarly titled measureported by other companies,
should not be considered as an alternative tormoetme, earnings per share, cash flows from operatitivities or other financial informati
determined under GAAP.
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Adjusted EBITDA is defined as earnings before iestrincome taxes, depreciation and amortizatrapairment and other lease char
stockbased compensation expense and other income ardsexpAdjusted EBITDA for each of our segmentsuides an allocation of gene
and administrative expenses associated with adiratiie support for executive management, infororaystems and certain accounting, |
and other administrative functions.

Management believes that such financial measurespwiewed with our results of operations calculateaccordance with GAAP a
our reconciliation of Adjusted EBITDA to net incon{ig provide useful information about our operatipgrformance and period-ovperioc
growth, (ii) provide additional information that iseful for evaluating the operating performancewf business and (iii) permit investor:
gain an understanding of the factors and trend=ctiffy our ongoing earnings, from which capitalestments are made and debt is serv
However, such measures are not measures of filgmaitormance or liquidity under GAAP and, accoghn should not be considered
alternatives to net income or cash flow from opagaéactivities as indicators of operating performaor liquidity. Also these measures may
be comparable to similarly titled captions of othempanies.

All of such non-GAAP financial measures have imabttlimitations as analytical tools. These limidat include the following:

» such financial information does not reflect oapital expenditures, future requirements for ed@xpenditures or contractual
commitments to purchase capital equipment;

» such financial information does not reflect net expense or the cash requirements necessseyioe principal or interest payments
on our debt;

» although depreciation and amortization are nashaharges, the assets that we currently depreaniat amortize will likely have to be
replaced in the future, and such financial infolioratioes not reflect the cash required to fund seplacements; and

» such financial information does not reflect &ffect of earning or charges resulting from mattees our management does not
consider to be indicative of our ongoing operatidi@wever, some of these charges (such as impairamghother lease charges, ot
income and expense and stock-based compensatiensphave recurred and may recur.

A reconciliation of Adjusted EBITDA to consolidateét income follows:

Three Months Ended Six Months Ended
June 29, 2014 June 30, 2013 June 29, 2014 June 30, 2013

Adjusted EBITDA:

Pollo Tropical $ 13,42 % 11,970 % 27,10 $ 21,77¢
Taco Cabana 8,927 7,20 16,03( 13,73:
Consolidated 22,35: 19,17¢ 43,13: 35,50¢
Less:
Depreciation and amortization 5,57¢ 5,17¢ 10,92 9,98¢
Impairment and other lease charges 32 45€ 17 551
Interest expense 56¢ 5,011 1,171 10,01¢
Provision for income taxes 5,781 2,961 11,19¢ 4,66(
Stock-based compensation expense 1,07¢ 59t 1,80(C 1,021
Other (income) expense — — (6) (497)
Net income $ 9,312 % 4,96¢ % 18,03: $ 9,76¢

Forward Looking Statements

This Quarterly Report on Form 10-Q contains “forwlalooking” statements within the meaning of Section 27A ofSeénaurities Act «
1933, as amended, and Section 21E of the Secusitielsange Act of 1934, as amended. “Forward-loolstedements’are any statements tt
are not based on historical information. Statemeuitser than statements of historical facts includedein, including, without limitatio
statements regarding our future financial positeomd results of operations, business strategy, bisgeojected costs and plans and objec
of management for future operations, are “forwacaking statements.” Forwartboking statements generally can be identifiedHsy use ¢
forward-looking terminology such as “may,” “will,” “expect “anticipate,” “intend,” “plan,” “believe,” “seek ,” “estimate” or “continue” or
the negative of such words or variations of suclhds@nd similar expressions. These statements @rguarantees of future performance
involve certain risks, uncertainties
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and assumptions, which are difficult to predict.efidfore, actual outcomes and results may differenty from what is expressed
forecasted in such forwa-looking statements and we can give no assurangesiich forwardeoking statements will prove to be corr
Important factors that could cause actual resutisdiffer materially from those expressed or implladthe forwarrlooking statements,
“cautionary statements,” include, but are not liwnit to:

* Increases in food and other commaodity cc

e Competitive conditions

* Regulatory factors

» Environmental conditions and regulatior

» General economic conditions, particularly in theaiésector;

*  Weather conditions

* Fuel prices;

» Significant disruptions in service or supply by afiyur suppliers or distributors

« Changes in consumer perception of dietary healthfaond safety

» Labor and employment benefit cos

» The outcome of pending or future legal claims ageedings

»  Our ability to manage our growth and successfuitpiement our business strate:
» Risks associated with the expansion of our busji

e Our borrowing costs

e The availability and terms of necessary or desigdiiancing or refinancing and other related rislesd uncertainties

e The risk of an act of terrorism or escalation ofyansurrection or armed conflict involving the Usit States or any other national
international calamity;

» Factors that affect the restaurant industry genigralncluding product recalls, liability if our piducts cause injury, ingredie
disclosure and labeling laws and regulations, rapaf cases of food borne illnesses such as “mad disease and avian flu, and-
possibility that consumers could lose confidencahim safety and quality of certain food products,veell as negative public
regarding food quality, illness, injury or otherdléh concerns; and

» The effect of the Spivf.

Inflation

The inflationary factors that have historicallyeaffed our results of operations include increasdedd and paper costs, labor and c
operating expenses and energy costs. Labor coets irestaurants are impacted by changes in ther&keaind state hourly minimum wage r
as well as changes in payroll related taxes, inctu&ederal and state unemployment taxes. We tipiatiempt to offset the effect of inflatic
at least in part, through periodic menu price iases and various cost reduction programs. Howeweeassurance can be given that we wi
able to fully offset such inflationary cost increasn the future.

ITEM 3—QUANTITATIVE AND QUALITATIVE DISCLOSURES ABO UT MARKET RISK

There were no material changes from the informatimsented in Item 7A included in our Annual RepmrtForm 10K for the yea
ended December 29, 2013 with respect to our maiddesensitive instruments.

ITEM 4—CONTROLS AND PROCEDURES

Disclosure Controls and ProcedureOur senior management is responsible for estdabfisand maintaining disclosure controls
procedures (as defined in Rules 13a-15(e) and 1B8(e) under the Securities Exchange Act of 1934ammended (the “Exchange ApRt”
designed to ensure that information required taliselosed by us in the reports that we file or sithmder the Exchange Act is recorc
processed, summarized and reported, within the piends specified in the Securities and Exchangm@ission's rules and forms. Disclos
controls and procedures include, without limitatioontrols and procedures designed to ensurerif@mation required to be disclosed by
issuer in the reports that it files or submits urithe Exchange Act is accumulated and communidateéle issuer's management, includin
principal executive officer or officers and prinaldinancial officer or officers, or persons perfong similar functions, as appropriate to al
timely decisions regarding required disclosure.
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Evaluation of Disclosure Controls and Procedured/e have evaluated the effectiveness of our diset controls and procedures
defined in Rules 13a-15(e) and 158(e) under the Exchange Act) as of the end optiveod covered by this report, with the participatof
our Chief Executive Officer and Chief Financial ©fr, as well as other key members of our managerBaised on this evaluation, our ClI
Executive Officer and Chief Financial Officer comgéd that our disclosure controls and procedures eféective as of June 29, 2014 .

No change occurred in our internal control ovemaficial reporting during the secomgarter of 2014 that materially affected,
reasonably likely to materially affect, our interoantrol over financial reporting.
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PART II—OTHER INFORMATION

ltem 1. Legal Proceedings
None

Item 1A. Risk Factors

Part 1 - Item 1A of our Annual Report on FormKer the fiscal year ended December 29, 2013 dessimportant factors that co
cause our actual operating results to differ mallgrirom those indicated or suggested by forwaroking statements made in this FormQO-
or presented elsewhere by management from tintiert- There have been no material changes fromigkdactors previously disclosed in
Annual Report on Form 10-K for the fiscal year eshddecember 29, 2013.

Item 2. Unregistered Sales of Equity Securitiesnd Use of Proceeds
None

Item 3. Defaults Upon Senior Securities
None

Item 4. Mine Safety Disclosures
Not applicable

Item 5. Other Information
None
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ltem 6. Exhibits
(a) The following exhibits are filed as part ofgheport.

Exhibit
No.
31.1 Chief Executive Officer’s Certificate Pursuant tec8on 302 of the Sarbanes-Oxley Act of 2002 farsk Restaurant
Group, Inc.
31.2 Chief Financial Officer’s Certificate Pursuant tecBon 302 of the Sarbanes-Oxley Act of 2002 fersFa Restaurant
Group, Inc.
32.1 Chief Executive Officer’s Certificate Pursuant #® W.S.C. Section 1350, As Adopted Pursuant to 8e&06 of the
Sarbanes-Oxley Act of 2002 for Fiesta Restauranu@rinc.
32.2 Chief Financial Officer’s Certificate Pursuant #® W.S.C. Section 1350, As Adopted Pursuant to 8e&06 of the
Sarbanes-Oxley Act of 2002 for Fiesta Restauranti@rinc.
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutne
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen
101.LAB XBRL Taxonomy Extension Label Linkbase Document
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenin
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

FIESTA RESTAURANT GROUP, INC.

Date: August 5, 2014 /sl TIMOTHY P.TAFT

(Signature)

Timothy P. Taft
Chief Executive Officer

Date: August 5, 2014 /s/ LYNN S. SCHWEINFURTH

(Signature)

Lynn S. Schweinfurth
Vice President, Chief Financial Officer and Treasuer

Date: August 5, 2014 /'s/ ANGELA J. NEWELL

(Signature)

Angela J. Newell
Vice President, Corporate Controller

34



Exhibit 31.1
CERTIFICATIONS
[, Timothy P. Taft, certify that:
1. I have reviewed this quarterly report on Formr€or the period ended June 29, 2014 of FiestaaResnt Group, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or amgtate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period coverec
this report;

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

4. The registrant's other certifying officer anaké responsible for establishing and maintainisgldsure controls and procedures (as defin
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definradExchange Act Rules 13E5(f) anc
15d-15(f)) for the registrant and have:

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

b) Designed such internal control over financigdaming, or caused such internal control over faiahreporting to be designed under
supervision, to provide reasonable assurance riegattie reliability of financial reporting and th@eparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentelisnreport our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d) Disclosed in this report any change in the tegg's internal control over financial reportifat occurred during the registrant's most re
fiscal quarter that has materially affected, aeisonably likely to materially affect, the regasit's internal control over financial reportings

5. The registrant's other certifying officer andave disclosed, based on our most recent evaluatioriernal control over financial reportii
to the registrant's auditors and the audit commitifiethe registrant's board of directors (or pesgeerforming the equivalent functions):

a) All significant deficiencies and material weagkses in the design or operation of internal contnagr financial reporting which &
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b) Any fraud, whether or not material, that invalvemanagement or other employees who have a signifiole in the registrant's inter
control over financial reporting.

Date: August 5, 2014 ISITIMOTHY P. TAFT

Timothy P. Taft
Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS
[, Lynn Schweinfurth, certify that:
1. I have reviewed this quarterly report on Formr€or the period ended June 29, 2014 of FiestaaResnt Group, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or amgtate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period coverec
this report;

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

4. The registrant's other certifying officer anaké responsible for establishing and maintainisgldsure controls and procedures (as defin
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definradExchange Act Rules 13E5(f) anc
15d-15(f)) for the registrant and have:

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

b) Designed such internal control over financigloiting, or caused such internal control over fmahreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentelisnreport our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d) Disclosed in this report any change in the tegg's internal control over financial reportifat occurred during the registrant's most re
fiscal quarter that has materially affected, aeisonably likely to materially affect, the regasit's internal control over financial reportings

5. The registrant's other certifying officer andave disclosed, based on our most recent evaluatioriernal control over financial reportii
to the registrant's auditors and the audit commitifiethe registrant's board of directors (or pesgeerforming the equivalent functions):

a) All significant deficiencies and material weagkses in the design or operation of internal contnagr financial reporting which &
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b) Any fraud, whether or not material, that invalvemanagement or other employees who have a signifiole in the registrant's inter
control over financial reporting.

Date: August 5, 2014 /SILYNN SCHWEINFURTH

Lynn Schweinfurth
Vice President, Chief Financial Officer and Treasur




Exhibit 32.1
CERTIFICATE PURSUANT TO

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

The undersigned, Timothy P. Taft, Chief Executiviid@r of Fiesta Restaurant Group, Inc. (the “Comg@ hereby certifies, pursuant to
U.S.C. 81350, as adopted pursuant to 8906 of tHea8as-Oxley Act of 2002, that:

(1) The Company's Quarterly Report on Form 10-Qlierperiod ended June 29, 2Q1aks filed with the Securities and Exchange Comiam

on the date hereof (the “Quarterly Reporfilly complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Ac
1934; and

(2) The information contained in the Quarterly Reairly presents, in all material respects, timauficial condition and results of operation
the Company.

/s/ TIMOTHY P. TAFT
Timothy P. Taft
Chief Executive Officer

August 5, 2014



Exhibit 32.2
CERTIFICATE PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, Lynn Schweinfurth, Chief FinanG#ficer of Fiesta Restaurant Group, Inc. (the “Quamy”), hereby certifies, pursuant to
U.S.C. 81350, as adopted pursuant to 8906 of tHea8as-Oxley Act of 2002, that:

(1) The Company's Quarterly Report on Form 10-Qlierperiod ended June 29, 2Q1aks filed with the Securities and Exchange Comiam
on the date hereof (the “Quarterly Reporfilly complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Ac
1934; and

(2) The information contained in the Quarterly Reairly presents, in all material respects, timauficial condition and results of operation
the Company.

/s/ LYNN SCHWEINFURTH

Lynn Schweinfurth
Vice President, Chief Financial Officer and Treasur

August 5, 2014



