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Item 12. Results of Operations and Financial Condition
On February 11, 2004, Applebee's International, Inc. (the "Company")

issued a press release entitled "Applebee's International Reports Fourth Quarter
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2003 Earnings Per Share of $0.41 and Full Year 2003 Earnings Per Share of $1.74
Excluding Chevys Charge; Reported Earnings Per Share of $1.64." The release has
been provided below.

FOR IMMEDIATE RELEASE

Contact: Carol DiRaimo,
Executive Director of Investor Relations
(913) 967-4109

Applebee's International Reports Fourth Quarter 2003
Earnings Per Share of $0.41 and Full Year 2003 Earnings Per Share
of $1.74 Excluding Chevys Charge; Reported Earnings Per Share of $1.64

Overland Park, Kan., February 11, 2004 -- Applebee's International, Inc.
(Nasdaqg:APPB) today reported net earnings of $23.2 million, or $0.41 per diluted
share, for the fourth quarter ended December 28, 2003. This represents an

increase in diluted earnings per share of 14 percent as compared to $0.36 per
share for the fourth quarter of 2002.

For the fiscal year ended December 28, 2003, net earnings were a record $99.2
million, or $1.74 per diluted share, excluding the $8.8 million charge ($5.6
million after-tax or $0.10 per share) taken in the second quarter of 2003 to
reflect the impairment of a note receivable that was issued in conjunction with
the sale of the Rio Bravo concept to Chevys in 1999. This represents an increase
in diluted earnings per share of 19 percent as compared to fiscal vyear 2002
earnings of $1.46 per share. Including this charge, reported net earnings were
$93.6 million, or $1.64 per diluted share, for fiscal year 2003.

As previously reported, system-wide comparable sales for the fourth quarter of
2003 increased 4.6 percent, the 22nd consecutive quarter of comparable sales
growth. Company and franchise restaurant comparable sales increased 5.2 percent
and 4.4 percent, respectively, for the quarter. System-wide comparable sales for

the 2003 fiscal year increased 4.1 percent. Company and franchise restaurant
comparable sales increased 5.2 percent and 3.7 percent, respectively, for the
year.

Lloyd L. Hill, chairman and chief executive officer, said, "2003 was clearly one
of the best years in our history. We continued to expand our market share with
system-wide sales growing by 11 percent. For the 11lth consecutive year, at least
100 new restaurants were opened. System-wide comparable sales growth of 4.1
percent for the year substantially exceeded the casual dining industry average
as measured by Knapp-Track (TM), despite a weaker economy, and reflected the
highest annual rate of growth experienced since 1993."

- more -
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Hill continued, "Earnings per share grew 19 percent, exceeding our targeted

growth rate of 14 to 17 percent, and return on equity was over 23 percent for

the year, well above our 20 percent target and one of the highest levels in the
industry. These results were driven by the execution of the integrated
strategies we've been discussing since the middle of 2002, including improved
food, compelling promotions backed by effective advertising, meeting our guests'
desires for more convenience, our focus on operations excellence, and the
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retention of noticeably better people.

"We completed the rollout of our Carside To Go(TM) program in all company
restaurants in November, driving the percentage of company restaurant sales to
8.0 percent in the fourth quarter of 2003 from 5.9 percent in the fourth quarter
of 2002. Our franchisees will continue implementation during 2004, and we
continue to expect this to be a significant driver of sales and traffic growth
as we begin to leverage our marketing muscle behind Carside To Go (TM) in 2004.

"In mid-November, we began testing several menu items in more than 70
restaurants in five different markets in conjunction with our previously
announced alliance with Weight Watchers. We are pleased with the early results
and guest response we've received and believe this strategic initiative can
contribute to our continued success in the latter half of 2004 and beyond."

Hill concluded, "Lastly, 2004 is off to a great start with outstanding January
sales results. Comparable sales for company restaurants increased 8.4 percent,
reflecting an increase in guest traffic of approximately 7.0 to 7.5 percent,
combined with a higher average check, which includes the impact of a menu price
increase of approximately 1.5% taken in early January. System-wide comparable
sales increased 8.4 percent for the January period, and comparable sales for
franchise restaurants also increased 8.4 percent. January comparable sales were
positively impacted by approximately 1.0 percent due to a shift in the timing of
the Super Bowl from the January fiscal period in 2003 to the February fiscal
period in 2004. While we don't expect this level of sales and traffic growth on
an ongoing basis, we believe that our strategies are right on target to drive
future sales and earnings growth."

Other results for the fiscal year ended December 28, 2003 included:

o Total system-wide sales for the 2003 fiscal year increased by 11 percent
over 2002. System-wide sales are a non-GAAP financial measure that
includes sales at all company and franchise Applebee's restaurants, as
reported by franchisees. The company believes that system-wide sales
information is useful in analyzing Applebee's market share and growth, and
because franchisees pay royalties and contribute to the national
advertising pool based on a percentage of their sales.

- more -
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o Applebee's ended the year with 1,585 restaurants system-wide (383 company
and 1,202 franchise restaurants) . There were 100 new Applebee's
restaurants opened system-wide during fiscal vyear 2003, the 11lth
consecutive vyear of at least 100 new restaurant openings, including 26

company and 74 franchised restaurants.

o During 2003, the company repurchased 1,679,500 shares of common stock at
an average price of $29.63 for an aggregate cost of $49.8 million. As of
December 28, 2003, $99.8 million was available under the company's ongoing
stock repurchase authorization.

o As of December 28, 2003, the company had total debt outstanding of $21
million, with $123 million available under its revolving credit facility.

BUSINESS OUTLOOK

The company reiterated its ©previously stated guidance with respect to its
business outlook for fiscal year 2004.
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o Approximately 100 new restaurants are expected to open in 2004, including
at least 28 company restaurants and 70 to 80 franchise restaurants. At
least 10 company restaurants are currently expected to open in the first
half of the year, with the balance opening in the second half of the year.
Approximately 20 to 25 franchise restaurants are expected to open in the
first half of the year, with the remainder opening in the second half of
the year.

o System-wide comparable sales are expected to increase by at least 3
percent for the full year, although monthly sales results may be more
volatile given the geopolitical environment, economic conditions, calendar
shifts, prior year comparisons, or other unusual events.

o Overall restaurant margins before pre-opening expense for the full year of
2004 are expected to be similar to fiscal year 2003 results.

o General and administrative expenses, as a percentage of operating
revenues, are expected to be in the low-9 percent range.

o Capital expenditures are expected to be between $80 and $90 million in
2004.
o Based on the foregoing assumptions, diluted earnings per share for fiscal

year 2004 are expected to be in the range of $1.98 to $2.02, including the
impact of potential stock repurchase activity.

— more -—

February 11, 2004
Page 4

A conference call to review the fourth quarter and fiscal year 2003 results and
the current business outlook will be held on Thursday morning, February 12,
2004, at 10:00 a.m. Central Time (11:00 a.m. Eastern Time). The conference call
will be broadcast live over the Internet and a replay will be available shortly
after the call on the Investor Relations section of the company's website
(www.applebees.com) .

Applebee's International, 1Inc., headquartered in Overland Park, Kan., develops,
franchises and operates restaurants under the Applebee's Neighborhood Grill &
Bar brand, the largest casual dining concept in the world. There are currently
1,591 Applebee's restaurants operating system-wide in 49 states and nine
international countries. Additional information on Applebee's International can
be found at the company's website (www.applebees.com).

Certain statements contained in this release, including fiscal vyear 2004
guidance as set forth in the Business Outlook section, are forward-looking and
based on current expectations. There are several risks and uncertainties that

could cause actual results to differ materially from those described, including
but not limited to the ability of the company and its franchisees to open and
operate additional restaurants profitably, the ability of its franchisees to
obtain financing, the continued growth of its franchisees, and its ability to
attract and retain qualified franchisees, the impact of intense competition in
the casual dining segment of the restaurant industry, and its ability to control
restaurant operating costs which are impacted by market changes, minimum wage
and other employment laws, food costs and inflation. For additional discussion
of the principal factors that could cause actual results to be materially
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different, the reader is referred to the company's current report on Form 8-K
filed with the Securities and Exchange Commission on February 11, 2004. The
company disclaims any obligation to update these forward-looking statements.

# 4+ #

APPLEBEE'S INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS
(Unaudited)

(in thousands, except per share amounts)

13 Weeks Ended 52
December 28, December 29, December
2003 2002 200
Revenues:
Company restaurant SaleS.......eeeeeeeeennnnn. $216,212 $187,943 $867,15
Franchise royalties and fees.................. 27,745 25,823 109, 83
Other franchise income (a) ..., 4,266 1,923 13,14
Total operating revenues. .........eeuwueuwuen.. 248,223 215,689 990,13
Cost of company restaurant sales:
Food and beverage. ...ttt ittt ennneeens 56,260 50,179 225,34
B o 70,559 61,874 283,74
Direct and OCCUPRANCY - v v v v vttt et e e ee e e 55,861 47,595 216,67
Pre—0pening eXPEeNSEe . « v v i ettt eeeeeeennneeeens 819 542 1,95
Total cost of company restaurant sales..... 183,499 160,190 727,71
Cost of other franchise income (@) ....uovieieennenn. 4,187 1,921 12,69
General and administrative expenses (a)............ 25,917 22,292 95,01
Amortization of intangible assets.................. 86 96 36
Loss (gain) on disposition of restaurants and
ST L6 ) 1 o (615) (341) 69
Operating earnings. . ...ttt ittt ittt eeeeeneeennn 35,149 31,531 153, 64
Other income (expense):
Investment 1nCome. .. ...ttt ineteeeeeeeneenn 506 374 1,55
Interest eXPeNSE . .t ittt ittt ettt eeneeeens (364) (566) (1,73
Impairment of Chevys note receivable.......... - - (8,80
Other Income () « v it ittt e e e e e et eeeenn 919 2 1,52
Total other income (expense) ............... 1,061 (190) (7,46
FEarnings before income taxes..........iiiiiiieeen.. 36,210 31,341 146,18
INCOME L AXE S e ittt ettt e ettt eeetneeeeeeneeneeaeeenees 13,036 11,049 52,62
Netl CarnNiNgS ..t ee e et e ettt eeeeeeeenneeeeeeeeenns $ 23,174 $ 20,292 $ 93,55
Basic net earnings per common share................ $ 0.42 S 0.37 S 1.6
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Diluted net earnings per common share.............. $ 0.41 S 0.36 S 1.6

Basic weighted average shares outstanding.......... 54,920 55,212 55,29

Diluted weighted average shares outstanding........ 56,675 56,512 56, 93
6

APPLEBEE'S INTERNATIONAL, INC. AND SUBSIDIARIES
RECONCILIATION OF NON-GAAP MEASUREMENTS TO GAAP RESULTS
(Unaudited)

(in thousands, except per share amounts)

In addition to the results provided in accordance with Generally Accepted
Accounting Principles ("GAAP") throughout this document, the company has
provided non-GAAP measurements which present operating results on a basis before
an impairment charge recorded in the second quarter of 2003 resulting from fully
reserving a note receivable from Chevys Holdings, Inc. ("Chevys") relating to
the sale of the Rio Bravo concept in 1999. The company 1is using earnings before
this charge as a key performance measure of results of operations for purposes
of evaluating performance internally. This non-GAAP measurement 1s not intended
to replace the presentation of our financial results in accordance with GAAP.
Rather, the company believes that the presentation of earnings before the charge
provides additional information to investors to facilitate the comparison of
past and present operations, excluding an item that the company does not believe
is indicative of ongoing operations.

52 Weeks Ended

December 28, December 29,
2003 2002
Detail of charge:
Impairment of Chevys note receivable............. $ (8,803) -
TNCOME L AXE S e i vttt ettt ettt eetne e eeeeneeeaeeeneean 3,169 -
Impairment, nNet 0f LaX. ...t eneeeneeeeennn S (5,634) -
Diluted weighted average shares outstanding........ 56,939 56,922
Diluted earnings per share impact of charge........ S (0.10) -
Reconciliation of earnings before
charge to net earnings:
Earnings before charge.......uiiiii e eennnnnns S 99,192 $ 83,027
Impairment, net of tax.......coiiiiiiiiiiinnennnn. (5,634) -
Net EarNiNgS ..ttt eeeeeeeeeeeeeeennnnaeeennn S 93,558 S 83,027
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Reconciliation of earnings per share before
charge to reported earnings per share:

Diluted earnings per share before charge...... S 1.74 $ 1.46
Diluted earnings per share impact of charge... (0.10) -
Reported diluted earnings per share......... S 1.64 $ 1.46

7

The following table sets forth, for the periods indicated, information derived
from the Company's consolidated statements of earnings expressed as a percentage
of total operating revenues, except where otherwise noted. Percentages may not
add due to rounding.

13 Weeks Ended 5
December 28, December 29, December
2003 2002 2003
Revenues:
Company restaurant saleS........c.oeeieeeeennnnn. 87.1% 87.1% 87.6
Franchise royalties and fees.................. 11.2 12.0 11.1
Other franchise income............. ... 1.7 0.9 1.3
Total operating revenues. .........eeuweuwuen.. 100.0% 100.0% 100.0
Cost of sales (as a percentage of
company restaurant sales):
Food and beverage. ...ttt tieeeeeennneeens 26.0% 26.7% 26.0
B o 32.6 32.9 32.7
Direct and OCCUPRANCY « v v v v vttt et e e ee e e 25.8 25.3 25.0
Pre-—0pening eXPEeNSE . « v vt vttt eneeeeeeennneeeens 0.4 0.3 0.2
Total cost 0f sales. ... ennennnns 84.9% 85.2% 83.09
Cost of other franchise income (as a percentage
of other franchise income)..........ciuii.... 98.1% 99.9% 96.6
General and administrative expenses................ 10.4 10.3 9.6
Amortization of intangible assets.................. - -
Loss (gain) on disposition of restaurants
and equipment . ...ttt e e e e e e e (0.2) (0.2) 0.1
Operating earnings. . ...ttt ittt ittt eeeeeneeennn 14.2 14.6 15.5
Other income (expense):
Investment 1ncome..........iiiiiiieneeennnnnns 0.2 0.2 0.2
Interest eXPeNSE . .t ittt ittt ettt eeeneeeens (0.1) (0.3) (0.2
Impairment of Chevys note receivable.......... - - 9
Other dncome. ... ...ttt i et eeeeeeens 0.4 - 2
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Total other income (expense) ............... 0.4 (0.1) (0.8
FEarnings before income taxes.........oiiiiieneeen.. 14.6 14.5 14.8
INCOME LaAXE S e vt vttt ettt ettt eaee e eneeeeeeeeaenns 5.3 5.1 5.3
Net CarNINg S . vt vttt it ittt et ettt eeeeeeeeeeannns 9.3% 9.4% 9.4

8

APPLEBEE'S INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Unaudited)

(in thousands, except share amounts)

ASSETS

Current assets:
Cash and cash equivalent s . ...ttt ittt et ettt ettt eeeeeeeeeeannens
Short—-term investments, at market vValue..... ...ttt eeneeeeeeneennn
Receivables, net O0f alloWan e . v ittt ittt i te et e eeeeeeeeeeeeeeneeeeeenenan
Receivables related to captive insurance subsidiary.......c.ceoeeiieiiiennnnn..
00 0wl =
Prepaild InCOmME LaXE S . i i i i ittt ittt ettt et aee e eeaeeeeeeeeeaeeeeeseenneeeens
Prepaid and other current asset S. ... ..ttt ittt eteeeeeeeeenneeeens
Total CULTrENt ASSeE S . i it ittt ittt it ettt et et ettt eeeeeeeeeeaaeeaaneens
Property and equipment, Net ... ...ttt ettt ettt ettt eaeeeeeeseeaaeeeeeeens
[T T A
Restricted assets related to captive insurance subsidiary...........ccciiiiio....
Franchise interest and rights, Net... ...ttt ettt eeaeeeeeeeens
Other ASSEL S, NMEEL . ittt ittt e it et ettt et ettt et et et ettt eeeeeeeeeeeaeeeneenns

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Current portion of long-term debt..... ...ttt ittt eeeeeeeeeannns
ACCOUNE S PaVaAD L. i ittt it ittt e e e e e e e e e et et e e e e
Accrued expenses and other current liabilities.........ciiiiiiiiiiinnnnnenn.
Loss reserve and unearned premiums related to captive insurance subsidiary..
Accrued dividends . @ittt it i e e e ettt e e e

Total current liabilities. ...ttt ittt ettt ettt taeeeeeneens

Non-current liabilities:

December 2
2003

$ 17,867

86,622
419,802
105, 326

10,763

1,137

20, 351

$ 192
37,633

96, 637
11,007
3,863
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Long-term debt — less current pPOrtion. .. ...ttt ittt ittt ettt eeeeeeeeeeannnn 20,670
Other non—-current 1iabilities. ...ttt ittt ettt ettt eeeeeeeenenan 14,267
Total non-current liabilities. ...ttt ittt ettt eeeteeeeneenenn 34,937
o o B R o s 0 e I e = 184,269

Stockholders' equity:
Preferred stock - par value $0.01 per share: authorized - 1,000,000 shares;

NO Shares 1SSUEd. ..ttt ittt ettt ittt ettt eeennnan —-

Common stock - par value $0.01 per share: authorized - 125,000,000 shares;
issued — 72,336,788 ShareS ..t ittt ettt eeeeeeeeeeeeeeneeeeeeneenens 723
Additional paid—in Capital. ...ttt ittt ittt ettt e e e 200,574
Retained Earning S . . i ittt ettt e e et et ettt e ae e et e 524,316
Accumulated other comprehensive income, net of income taxes ................ —-
725,613

Treasury stock - 17,143,845 shares in 2003 and 16,948,371 shares in 2002,
F= o T = (265,881
Total stockholders' EgUity ... .u it ii ittt ettt ettt eeanaeeaeeens 459,732
$ 644,001
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APPLEBEE'S INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(in thousands)

December 28
2003

CASH FLOWS FROM OPERATING ACTIVITIES:
Nl CATNANg S . i i ittt e e e e e et ettt e e e e e e eeaeeeeseeeeeeaaaeeesseeeenenaaeeeseeens S 93,55
Adjustments to reconcile net earnings to net cash provided by operating
activities:

Depreciation and amortization. ... ..ttt ittt ettt e eeeeeeeean 40, 66
Amortization of intangible assel S . ...ttt ittt ittt ettt 36
Amortization of deferred financing cCosts. ...ttt 19
Deferred income tax ProvVision. ... ..ttt ittt ittt ettt eeneeeeeneanns 1,99
Gain on sale of InNvestment S. . v vttt ittt ettt ettt et et ettt e et (2
Loss on disposition of restaurants and equipment...........c.c.ciiiiieeenn. 69
Impairment of Chevys note receivable. . ... ...ttt tteeeeeeeeennnnns 8,80
Income tax benefit from exercise of stock options...........ciiiiinnn.. 7,60

Changes in assets and liabilities (exclusive of effects of acquisitions or
dispositions):

LY LTI V=Y o T S = (5,96
Receivables related to captive insurance subsidiary............ccooooo.. 1,35
0 V2= ol 3t IS = (9,13
Prepald 1nCOme AR S . i it ittt ittt ittt ettt ettt eaeeeeeeeenaeeeeeneanns (79



Edgar Filing: APPLEBEES INTERNATIONAL INC - Form 8-K

Prepaid and other current assebS..... ...ttt ettt eeneeeeeneanns 1,06
ACCOUNE S PaVab e . ittt it et e e e e e e e e e e e e 10,23
Accrued expenses and other current liabilities...........iiiiiiiiiiee... 15,07
Loss reserve and unearned premiums related to captive insurance

SR 0T K i 8 s ¥ 9,20
Accrued 1NCOmME LaXES . it v ittt ittt it iinnnteeeeeeeennnneeeeeeeeennnnneees -
[ 2 1 1,00
NET CASH PROVIDED BY OPERATING ACTIVITIES. ... .ttt ittt enenenenenens 175, 88

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of property and equipment . ... ...ttt ittt ittt eeeeeeeeeennnenns (82,56
Acquisition Of resStaUrant S . @ittt ittt ettt eneeeeeeeeaaeeaeeens (21,55
Proceeds from sale of restaurants and equipment...........cuiiiiierennnnnn. 9,22
Purchases of short-term investments.. ... ... ..ttt eeeeeeennenns -
Maturities and sales of short-term investments...........c.iiiiiiiiinenen.o.. 48
Restricted assets related to captive insurance subsidiary.................. (10,76

NET CASH USED BY INVESTING ACTIVITIES. & @it ittt i tteeteeeeeesseessasenenses (105,17

CASH FLOWS FROM FINANCING ACTIVITIES:

Purchases o0f treasury StOCK . ...ttt ittt ittt et e et ittt eaeeeeeeeeenaeens (49,75
Dividends Padd. . u it ittt it et e e e e e e e e e e e et e (3,32
Issuance of common stock upon exercise of stock options.................... 14,17
Shares issued under employee benefit plans...... ..ttt iin i teeenenneenns 4,28

Net payments on long-term debt ... ...ttt ittt ettt eeaneeaaeenn (33,39

NET CASH USED BY FINANCING ACTIVITIES. & @ittt ittt e et oeeeeesseessasenanses (68,01

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS. ..t it ittt ettt e eeeeneeeeeens 2,69
CASH AND CASH EQUIVALENTS, beginning of period....... ..ttt iiineneeennnneenns 15,16
CASH AND CASH EQUIVALENTS, end Of pPeriod. .. ...t iiiiiiet e eeeeeeeeaneeeennns S 17,86

Fiscal vyear 2003 financial statements have not yet Dbeen filed with the
Securities and Exchange Commission.

# 4+ #
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its Dbehalf by the
undersigned, thereunto duly authorized.

APPLEBEE'S INTERNATIONAL, INC.
(Registrant)
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February 11, 2004 By: /s/ Steven K. Lumpkin

Steven K. Lumpkin
Executive Vice President and
Chief Financial Officer

11

11



