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Corporate
Summary

Denny’s® is America’s
largest full-service family
restaurant chain with
more than 1,700 company
and franchise locations.
From its beginning as
a single restaurant in
California in 1953,
Denny’s has grown into
the most recognized
brand in family dining,
serving more than
one million customers

each day.

Denny’s is owned by
Advantica Restaurant
Group, Inc. (OTCBB:
DINE), which also owns
two regional family dining
brands, Coco’s® and
Carrows® under the com-
pany’s FRD Acquisition
Co. subsidiary. Advantica
is in the process of
divesting these regional
brands as part of its
strategy to focus all
corporate resources

on Denny’s.
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Financial Sumumany

1
/

(dollars in millions)

Fiscal Year Ended®

2001 2000

Revenue
Company restaurant sales

Franchised and licensed restaurant revenue

Total revenue

Operating loss
"Total amortization and depreciation

"Total impairment and restructuring charges
EBITDA®

Gains on refranchising and other net,
included in EBITDA
Loss from continuing operations

Total debt

$ 949.2 $1,080.6
90.5 74.6

$1,039.7 $1,155.2

$ (197 $ (03)
1243 153.6
30.5 19.0

$ 1351 $ 1723

$ 133 § 512
(96.3) (82.5)
650.2 605.3

Systemwide sales:
U.S.

International

Total systemwide sales

$2,227.5 $2,163.6
64.1 64.1

2,291.6 2,227.7

Systemwide number of restaurants

1,749 1,822

(a) All amounts exclude FRD Acquisition Co.

(b) EBITDA is defined as operating income (loss) before depreciation, amortization and charges for restructuring and impairment.
EBITDA as defined may not be comparable to similarly titled measures reported by other companies.
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Living the Vision

It’s a new day at Denny’s as we refocus our
powerful brand for future success. People count on
us 24 hours a day, 7 days a week, 365 days a year.
After nearly 50 years, the Denny’s name has become
synonymous with family dining. We are devoting our
collective energies toward meeting and exceeding
customer expectations, and we have launched a new
vision to provide clear company direction for all
employees and franchisees.

Our new vision is simple in concept, yet a great

challenge for restaurants such as ours that never

Great Food...

Great Service...

Great People...

Considerate, belpful, respectful, willing to go

the extra mile

That’s what our customers expect

close. The vision recognizes each customer has
certain reasonable expectations that must always be
met. These include: quality food that tastes good;
friendly, attentive servers who make customers feel
welcome; clean, well-maintained surroundings; and
prices that represent a good value. We believe these
expectations must be met every time a customer
enters one of our restaurants. We invite you to read
further and explore Denny’s new vision, summed
up in the statement: Great Food and Great Service by

Great People...Every Time!

High quality, prepared fresh and served safely to
each customer’s satisfaction

Prompt, friendly, courteous and efficient
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“We are pleased with
our progress during the
past year, but realize we
have far to go to achieve
our goals. Denny’s
emerged from 2001 a
stronger, leaner company
with a focus on increasing

sales and profitability.”

Nelson J. Marchioli
CEO and President

To Our Shaneholden :

During my first year as CEO and President of Denny’s, the management
team and I have turned a critical eye toward every facet of our business.
"Today, we are focusing on our brand strengths as seen through the eyes

of our customer.

After completing one of the most comprehensive customer segmentation
studies in the company’s history, our direction has never been clearer.
Customers believe Denny’s offers value; however, we fall short on the basic
deliverables of our business. We must regain the food and service culture
integral to Denny’s heritage and build on the key brand elements that have made Denny’s an

American icon: breakfast, value, family, 24-hour service and, a “come as you are” environment.

Increasing sales and customer counts remains our highest priority. During 2001, system-
wide sales gained 3.0 percent to $2.30 billion. Denny’s same-store sales rose 2.7 percent

in company-owned restaurants (the fourth consecutive yearly increase), while franchised

Great Food and Great Service by Great People...

restaurant same-store sales increased 0.8 percent. Most important, our same-store guest

counts at company stores increased for the first time since 1995.

We ended 2001 with 621 company-owned Denny’s restaurants and 1,128 franchised
units. We have 115 fewer company-owned restaurants, due to the year’s refranchising

activities and the closing of stores that failed to meet our financial

standards. The decline in company restaurants was partially off-
set by a 42 unit increase in franchised and licensed restaurants,
primarily through refranchising and new store development.
While closing restaurants is difficult for our customers and
employees, we will only operate units that generate an accept-

able return on our investment.

Restaurant management has also accepted the challenge
to improve operating margins. We have increased staffing levels in

our restaurants while implementing new scheduling tools to ensure labor
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productivity and efficiency. We have also implemented ini-

tiatives such as reducing food costs through waste controls,
minimizing overtime, and improving cash controls. At the
corporate level, we streamlined our administrative support

services to reduce general and administrative expenses.

During the year, we reinvested significantly in our
company-owned restaurant facilities to bring them up
to Denny’s high standards and provide a comfortable,
friendly atmosphere for our customers. We spent more
than $40 million in capital expenditures and $28 million
on repairs and maintenance. Moving forward, we will

continue to remodel and upgrade our company-owned

7

promotions contributed to increased sales and the reversal

restaurants and will ask our franchisees

to do the same.

Value-oriented marketing

of a long-term decline in guest counts. We constantly focus
on profitable customer counts through promotions that
give customers what they want without eroding our profit
margins. We also are adding new items to our menu and

testing additional items that will debut in the near future.

In the midst of the year’s activity, our nation suffered
the horrible events of September 11. Keenly aware of our
responsibility to give back to the community, Denny’s
restaurants across the nation displayed canisters at their
cash registers to collect cash contributions for the American
Red Cross victims relief efforts. Despite the fact that guest
counts declined during September and October, our
restaurants collected thousands of dollars in employee and

customer donations for the Red Cross.

Being a great place to work is also critical to the
success of any service organization such as ours. In 2001,
Denny’s was named by Fortune magazine the “Best Company
in America for Minorities” for the second consecutive
year. We are proud of our role as a leader and corporate
model in cultural diversity, and, in 2002, we launched
another important initiative to promote human and civil
rights. Throughout the year, participating Denny’s
restaurants will donate 20 cents from the sale of each
All-American Slam® entrée to the National Civil Rights
Museum in Memphis, Tennessee. Our goal is to raise

at least $1 million toward the museum’s $10 million

expansion program. You can read more
about this project on page 10 of this
annual report.

Tune!

ing the past year, but realize we have far to go to achieve

We are pleased with our progress dur-

our goals. Denny’s emerged from 2001 a stronger, leaner
company with a focus on increasing sales and profitability.
Our management, Board of Directors, franchisees and
employees are working together to achieve our goals.

I thank them for their support and dedication. I also thank
our shareholders and stakeholders for their patience and
loyalty. The year ahead will be a defining one. By building
on the strong foundation laid in 2001, we will usher the

Denny’s brand into a new era.

Sincerely,
- s P
A N ff:ﬁ ::--:"f

Nlelson J. Marchioli

Chief Executive Officer and President
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Denny’s is known throughout the country for great breakfasts, outstanding
burgers and mouth-watering sandwiches. We built that reputation over the past
50 years by serving meals that start with quality ingredients, delivered fresh to

Denny’s and kept fresh until they are used in one of our great menu items.

Denny’s consistently seeks to improve the taste experience of our customers by
testing different products such as improved coffees and breakfast meats, and by

™

including new items on the menu such as the Triple Play™ breakfast (eggs served
with a trio of bacon, honey-cured ham and sausage) featured in 2001. Several new
products, including our Fabulous French Toast and BBQ Chicken Sandwich,

will be added to our menu during 2002.

While many new hits are on the horizon, customer favorites such as

our signature Grand Slam Breakfast® remain a drawing card for the brand.
We successfully promoted the $2.99 Grand Slam Breakfast during the summer,
profitably capitalizing on its popularity among our value-conscious customers.
We also are updating our menus for uniformity, so our customers know they

can always get their favorite Denny’s meal wherever they go.

Great Food...Is Our Business

Product quality and food safety are critical to the success of our Denny’s
brand. Every year we purchase more than 3.5 million pounds of top sirloin and
35 million pounds of eggs in addition to other perishable items. We have strict
product specifications, and pay particularly close attention to the way food is

handled and stored until it is used.

One example of our diligence in this area is the incorporation in 2001 of the
science-based HACCP (Hazardous Analysis Critical Control Points) food safety
program into our brand standards. According to the U.S. Food
and Drug Administration, HACCP is the most efficient
and effective way to ensure food safety, and Denny’s
is a leader in retail food safety. Our goal is to always
have a manager on duty who has completed a
certified food safety program, and we will not
compromise on the quality and safety of the food

served in our restaurants.

The Denny’s brand has always meant value. We are committed to exceeding
our customers’ expectations with improved quality and taste, more selections

and the promise of great food and an excellent value...every time.
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Most people think of good service as being welcomed at the door and quickly
escorted to a table, where a pleasant server is poised to take the customer’s order.
This initial contact is followed by the quick delivery of hot and fresh food items
prepared consistently with the customer’s expectations. Denny’s “Great Service”
goes above and beyond these basic requirements to create a genuine environment

of hospitality.

We have developed four Hospitality Values—Smile at Me, Look at Me,
Talk to Me, Thank Me—to help employees convey hospitality to all customers.
By smiling at customers, our employees demonstrate Denny’s is a warm

and inviting place. Looking at customers when talking with them shows that
they are important to us. Thanking our customers tells them that we appreciate

their business.

The company is making sure it has staff to meet the demands of the business
and has set tough standards for service. But standards are only as good as the
measurement of performance. In 2001, we realigned our incentive programs to

reward company employees for service improvements. In 2002, we will begin
Great Service...ls Our Business

testing systems and timing devices to assist managers in measuring the performance

of their employees against our standards.

Great service manifests itself in anything that makes the customer feel
comfortable, safe and welcome. This was a year of significant labor investment
at Denny’s. Company restaurants added host, server

and cook hours to expedite and improve
speed of delivery. Additionally, Denny’s
initiated 24-hour management
coverage to enhance the consis-

tency of the customer’s experience

across all dayparts.

We expect Denny’s restaurants everywhere to
provide the same pleasant atmosphere and great service for

our customers...every time.
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The most important space in a Denny’s restaurant is the space between the
customer and the server. Within that space, our employees develop the bonds

with our customers that have made the Denny’s brand an American icon.

Not only must we make certain our customers experience hospitality in our
restaurants, but our employees must feel welcomed and appreciated as well. In

other words, we must take care of the people who take care of the customer.

Training plays an important role in minimizing employee turnover and

improving service. We have developed training resources to aid Denny’s managers
in selecting the best talent for their restaurants and to better manage the cost

control systems in their restaurants.

In 2001, we introduced all employees to our new vision, Great Food and
Great Service by Great People...Every Time! This year we are working with
company and franchise managers to align everything they do with Denny’s
vision. We will focus on the key results areas: customer focus, people (recruit-
ing, training, retention), brand standards execution, guest count growth, and

sales and profits.

Great People...Going The Extra Mile

The “Great People” in Denny’s vision are those who know the menu items,
prepare the food to our strict standards and customer expectations, are obsessed
with cleanliness, have a passion for doing an excellent job and, above all, put our

customer first...every time.
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Ham What qualifies a business to be called
the best Company in America for minorities?

BMI m That’s how Fortune magazine has character-

mmm-u ized Denny’s for two years running. It relates

in part to Denny’s employment and work-

pennys

place practices that rise toward the goal of Reverend Martin Luther King, Jr.’s

As Fortune magazine’s dream of equality and fair treatment for all people. It goes beyond the workplace,

“Best Company in of course, to all of our associations, and to such forward-looking initiatives as

America for Minorities,” Denny’s multi-year campaign promoting human and civil rights.
Denny’s commitment to
y The essence of the 2002 campaign is Denny’s support of the National Civil

diversity and inclusion Rights Museum in Memphis, Tennessee, which is dedicated to keeping Martin

reaches beyond the work- Luther King, Jr.’s dream alive. Located at the site where Dr. King was assassinated

place to such forward- in 1968, the museum is a valuable information source on the American civil rights

looking initiatives as our movement and its influence on global human rights.
multi-year campai . o
y paigh Denny’s has set a goal to raise at least $1 million this year toward the museum’s

promoting human and $10 million expansion project. Toward this end, the Denny’s “Re-ignite the

civil rights.

Re-igniting the Dream...Is Our Goal

Dream” initiative has teamed up with outstanding spokespersons such as NAACP
leader Julian Bond, actor Danny Glover, U.S. Representative Jim Clyburn, former
NFL defensive end Reggie White and others in a national media campaign
launched in January 2002 that included television, print and radio advertising.
In addition, the Board of Governors of the National Center for Faith
Based Initiative, representing 50,000 black churches, were featured in a

national magazine ad and a direct mail brochure endorsing the campaign.

Denny’s believes that its customers may want to become involved as
well, so it has pledged to the museum $0.20 from every All-American
Slam® entrée sold during 2002. Individuals wishing to make personal
donations can do so by calling 1-866-4-A-DREAM or by visiting

www.civilrightsmuseum.org.

Denny’s is proud to be taking a leading role with the National
Civil Rights Museum in its efforts to teach the importance of civil and human

rights and to Re-ignite the Dream.
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