


To Our Valued Shareholders:

The year 2014 was one of the more difficult since
Arcos Dorados launched, with a combination of
weak economies, softening currencies, increased
competition and slowing consumption in a number
of our key markets. Our performance was not all
that | had hoped for, but | am proud of the efforts of
our more than 95,000 employees to strengthen the
long-term fundamentals of our business and win
the loyalty of more than 4 million customers every day.

We leveraged the strengths of the McDonald’s
brand in our marketing initiatives, building on the
family experience and our iconic products. We also
supported our customer traffic levels through

a period of weaker economic growth with more
affordable dining options. With this focus, we were
able to end the year with organic revenue growth
of 12.7% from the year before, and an increase in
comparable sales of 10% over the same period.




At Arcos Dorados, we are 100% committed

to creating value for our stockholders and great
dining experiences for our customers, who view

a meal at McDonald's as a special time they can
spend with their families and friends to enjoy great
tasting food.

We are strengthening our long-term competitive
advantages. Arcos Dorados operates the region’s
dominant Quick Service Restaurant (QSR) brand,
and we take pride in being one of the best
operations in the McDonald’s system in the world,
based on customer satisfaction scores. With that
comes an unmatched footprint and customer
experience. For example, the majority of those who
eat out in the informal dining segment in Brazil

do so at burger establishments, and their preferred
venue is McDonald’s. As we position Arcos Dorados
for the future, we will play to these substantial,
competitive strengths.

During 2014, we delivered on our commitment

to expand our business by opening 82 new
restaurants across our region, bringing our overall
restaurant count to 2,121. We also added 266 new
dessert centers and 9 new McCafes, bringing these
totals to 2,492 and 343, respectively.




Importantly, the challenges of 2014 have provided
us with a clear path forward. We expect to increase
shareholder value by focusing on profitable growth,
cash generation and debt reduction. As we move
ahead through this challenging economic cycle, we
will follow a roadmap focused on several important
Initiatives over the next 3 years.

First, we are committed to delivering strong
margin improvement at the store level. Technology
Is increasingly at the center of all we do at Arcos
Dorados, and the company is making investments
in customer-facing digital technology to enhance
the consumer experience and modernize how our
clients interact with the brand. To improve our
efficiency, we are rolling out a new forecasting and
scheduling system in Brazil and Argentina, which
should be completed in both countries by early 2016.

In 2015, we will continue creating a more efficient
and nimble organizational structure for Arcos
Dorados. We expect to reduce our General

And Administrative Expense further and are
committed to delivering another 10% reduction in
absolute US dollars by finding further efficiencies
at the corporate, divisional and local levels.

This, combined with our store-level margin
improvement, should help drive Adjusted EBITDA
margin improvement over the next 3 years.




Arcos Dorados has a significant portfolio of real
estate assets across Latin America. Over the

next few years we expect to raise at least $200
million from re-developing some of our restaurant
locations and consolidating some of our office and
other non-operating real estate assets. We are also
committed to raising at least $50 million by
converting some of our company-operated locations
to sub-franchisee restaurants. This cash can be
used to reduce debt levels or for other initiatives
that generate shareholder value.

We plan to slow down new store openings and
capital expenditures in the short term. We believe
that this financially disciplined approach to growth
Is the right response to the current environment.
In addition, by shifting a higher percentage of our
unit growth to existing or new sub-franchisees, we
will focus more resources on updating our existing
restaurants in terms of both décor and technology.

These measures will position us to navigate

the current environment successfully and lay the
foundation for a recovery in business momentum
when the cycle turns. Just to be clear, Latin America
Is a cyclical market, the economies will eventually
recover — and we are very well positioned to seize
every opportunity in 2015 and the years ahead.




Arcos Dorados’ fundamentals remain strong and
we have many long-term competitive advantages.
Chief among them is a large and growing middle
class in Latin America that truly enjoys the
McDonald’s dining experience. We are confident
that we will meet the challenges that we are
currently facing and remain excited about the
opportunities that await our business in the years
ahead.

| would like to thank all of you for your continued
support.

Sincerely,

Woods Staton -~

Chairman and CEO
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

All references to “U.S. dollars,” “dollars,” “U.S.$r “$” are to the U.S. dollar. All references‘trgentine pesos’ or “ARS$” are to the
Argentinepeso. All references to “Brazilianeais” or “R$” are to the Braziliameal . All references to “Mexicapesos’ or “Ps.” are to the Mexica
pesa. All references to “Venezueldiolivares” or “Bs.” are to the Venezuelawolivar, the legal currency in Venezuela. See “ltem 3. Key
Information—A. Selected Financial Data—ExchangeeRand Exchange Controls” for information regardirnghange rates for the Argentine,
Brazilian, Mexican and Venezuelan currencies sitamauary 1, 2010.

Definitions

In this annual report, unless the context otherngsgiires, all references to “Arcos Dorados” or‘tBempany,” “we,” “our,” “ours,” “us” or
similar terms refer to Arcos Dorados Holdings Inegether with its subsidiaries. All reference$dgstemwide” refer only to the system of
McDonald’s-branded restaurants operated by us ofranchisees in 20 countries and territories itilLAmerica and the Caribbean, including
Argentina, Aruba, Brazil, Chile, Colombia, Costa&iCuragao, Ecuador, French Guiana, Guadeloupginhae, Mexico, Panama, Peru, Puerto
Rico, Trinidad and Tobago, Uruguay, the U.S. Virglands of St. Croix and St. Thomas, and Venezueéiich we refer to as the Territories, and
do not refer to the system of McDonald’s-brandeddaigrants operated by McDonald’s Corporation,ffilades or its franchisees (other than us).

We own our McDonald’s franchise rights pursuara tdaster Franchise Agreement for all of the Terg® except Brazil, which we refer to
as the MFA, and a separate, but substantially icelnMaster Franchise Agreement for Brazil, whigh refer to as the Brazilian MFA. We refer to
the MFA and the Brazilian MFA, as amended or otlieevwnodified to date, collectively as the MFAs. ¥enmenced operations on August 3,
2007, as a result of our purchase of McDonald'safmns and real estate in the Territories (exéaptrinidad and Tobago), which we refer to
collectively as the McDonald’s LatAm business, #melacquisition of McDonald’s franchise rights puast to the MFAs, which together with the
purchase of the McDonald’s LatAm business, we refers the Acquisition.

Financial Statements

We maintain our books and records in U.S. dollas@epare our financial statements in accordariteagcounting principles and standards
generally accepted in the United States, or U.SABA

The financial information contained in this anntegort includes our consolidated financial statetmahDecember 31, 2014 and 2013 and for
the years ended December 31, 2014, 2013 and 201déh Wwave been audited by Pistrelli, Henry MartiAgociados S.R.L., member firm of Erns
Young Global, as stated in their report includesbedhere in this annual report.

We were incorporated on December 9, 2010 as atdwbolly-owned subsidiary of Arcos Dorados Limitelkle prior holding company for the
Arcos Dorados business. On December 13, 2010, Adooados Limited effected a downstream merger amw with us, with us as the surviving
entity. The merger was accounted for as a reorgtaizof entities under common control in a marsieiilar to a pooling of interest and the
consolidated financial statements reflect the hisab consolidated operations of Arcos Dorados téahias if the reorganization structure had ex
since Arcos Dorados Limited was incorporated ity 2006.

Our fiscal year ends December 31. Referencessratimual report to a fiscal year, such as “fiseary2014,” relate to our fiscal year ended on
December 31 of that calendar year.

Operating Data

In January 2013, we made certain organizationaigbsiin the structure of our geographical divisionsrder to balance their relative weight
in terms of number of restaurants and revenues rsult of the reorganization effective JanuargQ1,3, Colombia and Venezuela, which were
part of the South Latin America division, or SLAlREcame part of the Caribbean division with headeumitocated in Colombia. Therefore, from
the beginning of 2013, SLAD is comprised of ArgaeatiChile, Ecuador, Peru and Uruguay, and the Beaif division is comprised of Aruba,
Colombia, Curagao, French Guiana, Guadeloupe, Mauée, Puerto Rico, Trinidad and Tobago, the U.iggiN Islands of St. Croix and St. Thon
and Venezuela. Our other geographical divisionBaazil and the
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North Latin America division, or NOLAD, consistirgf Costa Rica, Mexico and Panama. In accordande AStC 280 Segment Reporting, '

began reporting the results of the revised streadfiour geographical divisions on our segmentrifiied reporting in the first quarter of fiscal year
2013. In accordance with ASC 280, Segment Repgniileghave restated our comparative segment infoomas of and for the years ended
December 31, 2012 and 2011 based on the struatevaifing since January 1, 2013. We have not agifLifte segment information as of and fol
year ended December 31, 2010. Therefore, the sednfiermation as of and for the years ended Decer@be2014, 2013, 2012 and 2011
presented in this annual report on Form 20-F igirettly comparable to the segment informationfeand for the year ended December 31, 2010
that is presented in this annual report on Fornf20-

We operate McDonald’s-branded restaurants undedtfferent operating formats: those directly opedaby us, or Company-operated
restaurants, and those operated by franchiseésnwhised restaurants. All references to “restatgtaare to our freestanding, food court, in-store
and mall store restaurants and do not refer tdvm@afé locations or Dessert Centers. Systemwide giresents measures for both our Company-
operated restaurants and our franchised restaurants

We are the majority stakeholder in several jointtuees with third parties that collectively own rE&taurants. We consider these restaurants tc
be Companyeperated restaurants. We also have granted devetdphiicenses to 12 restaurants. Developmenthdiees own or lease the land
buildings on which their restaurants are locatedi fzay a franchise fee to us in addition to the iooirtg franchise fee due to McDonald’s. We
consider these restaurants to be franchised rastisur

Other Financial Measures

We disclose in this annual report a financial measitied Adjusted EBITDA. We use Adjusted EBITD@ facilitate operating performance
comparisons from period to period. Adjusted EBITBAlefined as our operating income plus depreciaitd amortization plus/minus the
following losses/gains included within other opargtexpenses, net and within general and admitiigraxpenses in our statement of income:
compensation expense related to a special awardegt to our CEO, incremental compensation expémdading the compensation related to the
extension of our 2008 long-term incentive planngdrom sale or insurance recovery of property equipment, write-offs of property and
equipment, impairment of long-lived assets and galhdstock-based compensation related to the sp@svards under the 2011 Equity Incentive
Plan and bonuses granted in connection with otiaifgublic offering and one-time expenses reldtedur general and administrative expense
optimization plan.

We believe Adjusted EBITDA facilitates company-twrtpany operating performance comparisons by baakimgotential differences caused
by variations such as capital structures (affectiaginterest expense and other financial chartg&tion (affecting income tax expense) and the
age and book depreciation of facilities and equipinfaffecting relative depreciation expense), whity vary for different companies for reasons
unrelated to operating performance. In additionewelude gains from sale or insurance recoveryabgrty and equipment not related to our core
business; write-offs of property and equipment iampirment of long-lived assets and goodwill thatrdt result in cash payments; compensation
expense related to the award granted to our CEOk4tased compensation related to the special awender the 2011 Equity Incentive Plan;
incremental compensation expense related to tlemsixin of our 2008 long-term incentive plan, omeetiexpenses related to our general and
administrative expense optimization plan and bosigganted in connection with our initial publicefihg due to its special nature. In addition, in
2010 and 2011 we excluded the incremental compensatpense that resulted from the remeasuremenirdfability under our 2008 long-term
incentive plan because of our decision in 201k pace the existing formula for determining therent value of the award with the quoted market
price of our shares. While a GAAP measure for psegof our segment reporting, Adjusted EBITDA ima-GAAP measure for reporting our tc
Company performance. Our management believes, fewtat disclosure of Adjusted EBITDA providesfusinformation to investors, financial
analysts and the public in their evaluation of operating performance.

Market Share and Other Information

Market data and certain industry forecast data usétds annual report were obtained from intemeglorts and studies, where appropriate, as
well as estimates, market research, publicly abkglanformation (including information availableofn the United States Securities and Exchange
Commission website) and industry publications,udeig Millward Brown Optimor, the United Nations @wmic Commission for Latin America
and
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the Caribbean and the CIA World Factbook. Induptriglications generally state that the informatiogytinclude has been obtained from sources
believed to be reliable, but that the accuracy@ndpleteness of such information is not guarant8adilarly, internal reports and studies, estim
and market research, which we believe to be raiahl accurately extracted by us for use in thimahreport, have not been independently
verified. However, we believe such data is accuaattagree that we are responsible for the accexaitaction of such information from such
sources and its correct reproduction in this anre@brt.

Basis of Consolidation

The accompanying consolidated financial statemlesite been prepared on the accrual basis of acoguantid include the accounts of the
Company and its subsidiaries. All significant ismnpany balances and transactions have been efedimaconsolidation.

Rounding

We have made rounding adjustments to some of ghuee included in this annual report. Accordinglymerical figures shown as totals in
some tables may not be an arithmetic aggregatidinecfigures that preceded them.

FORWARD-LOOKING STATEMENTS

This annual report contains statements that coamstiforward-looking statements” within the meaniwfghe Private Securities Litigation
Reform Act of 1995. Many of the forward-looking &ments contained in this annual report can bdifikhby the use of forward-looking words
such as “anticipate,” “believe,” “could,” “expect;should,” “plan, estimate” and “poteial,” among others.

”ou ”ow LTH

intend,

”u

Forward-looking statements appear in a numberaxfgd in this annual report and include, but ardimited to, statements regarding our
intent, belief or current expectations. Forwardkiog statements are based on our management’'sshafid assumptions and on information
currently available to our management. Such statésrare subject to risks and uncertainties, angbhogsults may differ materially from those
expressed or implied in the forward-looking stateteelue to of various factors, including, but riatited to, those identified in “ltem 3. Key
Information—D. Risk Factors” in this annual repdrhese risks and uncertainties include factorgingdo:

« general economic, political, demographic and bssirm®nditions in Latin America and the Caribbean;

« fluctuations in inflation and exchange rates inih@merica and the Caribbean;

« our ability to implement our growth strategy;

« the success of operating initiatives, includingextising and promotional efforts and new produat eoncept development by us and our
competitors

« our ability to compete and conduct our busineghénfuture;

« changes in consumer tastes and preferences, inglatianges resulting from concerns over nutritianaafety aspects of beef, poultry,
french fries or other foods or the effects of Heatindemics and food-borne illnesses such as “mati disease and avian influenza or
“bird flu,” and changes in spending patterns and demographidstrsuch as the extent to which consumers eds$ m&ay from home

« the availability, location and lease terms for aesant development;

« ourintention to focus on our restaurant reimagitay;

« our franchisees, including their business and firrviability and the timely payment of our frafefes’ obligations due to us and to
McDonalc's;

« our ability to comply with the requirements of tki€&As, including McDonald’s standards;
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« our decision to own and operate restaurants op¢oate under franchise agreements;
« the availability of qualified restaurant personfoglus and for our franchisees, and the abilityetain such personnel;
« changes in commodity costs, labor, supply, fudities, distribution and other operating costs;

« our ability, if necessary, to secure alternativardution of supplies of food, equipment and otk@ducts to our restaurants at compet
rates and in adequate amounts, and the potemtaidial impact of any interruptions in such disitibn;

« changes in government regulation;
. other factors that may affect our financial coratitiliquidity and results of operations; and
« other risk factors discussed under “Item 3. Keyinfation—D. Risk Factors.”

Forward-looking statements speak only as of the ttety are made, and we do not undertake any tiblige update them in light of new
information or future developments or to releaskliply any revisions to these statements in ordeeflect later events or circumstances or to
reflect the occurrence of unanticipated events.

ENFORCEMENT OF JUDGMENTS

We are incorporated under the laws of the Britiglyi Islands with limited liability. We are incoopated in the British Virgin Islands because
of certain benefits associated with being a Britfsfyin Islands company, such as political and @roit stability, an effective judicial system, a
favorable tax system, the absence of exchangeatamtcurrency restrictions and the availabilitypsbfessional and support services. However, the
British Virgin Islands has a less developed bodgetfurities laws as compared to the United Statépeovides protections for investors to a
significantly lesser extent. In addition, Britislirlfin Islands companies may not have standing ¢ob&fore the federal courts of the United States.

A majority of our directors and officers, as weldl@ertain of the experts named herein, residedsitsi the United States. A substantial portion
of our assets and several of such directors, offiaad experts are located principally in ArgentBiazil and Uruguay. As a result, it may not be
possible for investors to effect service of proaasside Argentina, Brazil and Uruguay upon suekaors or officers, or to enforce against us or
such parties in courts outside Argentina, Brazil Binuguay judgments predicated solely upon thd kability provisions of the federal securities
laws of the United States or other non-ArgentinezBian or Uruguayan regulations, as applicabieaddition, local counsel to the Company have
advised that there is doubt as to whether the saifiirgentina, Brazil or Uruguay would enforcesihrespects, to the same extent and in as timely
a manner as a U.S. court or nargentine, Brazilian or Uruguayan court, an origiaetion predicated solely upon the civil liabilipyovisions of th
U.S. federal securities laws or other non-ArgentBrzilian or Uruguayan regulations, as applicable that the enforceability in Argentine,
Brazilian or Uruguayan courts of judgments of Lt&urts or non-Argentine, Brazilian or Uruguayanrtepredicated upon the civil liability
provisions of the U.S. federal securities lawsthieo nonArgentine, Brazilian or Uruguayan regulations, pgli¢able, will be subject to complian
with certain requirements under Argentine, Branila Uruguayan law, including the condition thay anch judgment does not violate Argentine,
Brazilian or Uruguayan public policy.

We have been advised by Maples and Calder, oursebas to British Virgin Islands law, that the l&witStates and the British Virgin Islands
do not have a treaty providing for reciprocal retdtign and enforcement of judgments of courts efthnited States in civil and commercial mat
and that a final judgment for the payment of morendered by any general or state court in the dr8tmtes based on civil liability, whether or not
predicated solely upon the U.S. federal securities, would not be automatically enforceable inBnigish Virgin Islands. We have been advised
by Maples and Calder that a final and conclusiggioent obtained in U.S. federal or state courteumdhich a sum of money is payable (i.e., not
being a sum claimed by a revenue authority fordateother charges of a similar nature by a goventad authority, or in respect of a fine or
penalty or multiple or punitive damages) may bedhigiect of an action on a debt in the court ofBhé&sh Virgin Islands under British Virgin
Islands common law.

vi
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PART |

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AN D ADVISERS
A. Directors and Senior Managemen

Not applicable.
B. Advisers

Not applicable.
C. Auditors

Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
A. Offer Statistics

Not applicable.
B. Method and Expected Timetable

Not applicable.
ITEM 3. KEY INFORMATION
A. Selected Financial Date

The selected balance sheet data as of Decemb2034 and 2013 and the income statement data foretues ended December 31, 2014, 2013
and 2012 of Arcos Dorados Holdings Inc. are deriveth the consolidated financial statements inctldisewhere in this annual report, which f
been audited by Pistrelli, Henry Martin y Asocia®R.L., member firm of Ernst & Young Global. Theexted balance sheet data as of
December 31, 2012, 2011 and 2010 and the incortenstat data for the years ended December 31, 261 2@L0 of Arcos Dorados Holdings Inc.
are derived from consolidated financial statemeantiited by Pistrelli, Henry Martin y Asociados 3.Rwhich are not included herein.

In January 2013, we made certain organizationaigbsiin the structure of our geographical divisionsrder to balance their relative weight
in terms of number of restaurants and revenues. rsult of the reorganization effective JanuargQil,3, Colombia and Venezuela, which were
part of SLAD, became part of the Caribbean divisiétih headquarters located in Colombia. Thereffsmen the beginning of 2013, SLAD is
comprised of Argentina, Chile, Ecuador, Peru andguay, and the Caribbean division is comprisedrofba, Colombia, Curacao, French Guiana,
Guadeloupe, Martinique, Puerto Rico, Trinidad antdgo, the U.S. Virgin Islands of St. Croix andT$tomas and Venezuela. Our other
geographical divisions are Brazil and NOLAD, cotisig of Costa Rica, Mexico and Panama. In accorelavith ASC 280 Segment Reporting, we
began reporting the results of the revised streadfiour geographical divisions on our segmentfiie reporting in the first quarter of fiscal year
2013. In accordance with ASC 280, Segment Repgniileghave restated our comparative segment infiomas of and for the years ended
December 31, 2012 and 2011 based on the struatewvailing since January 1, 2013. We have not agljLifie segment information as of and foi
year ended December 31, 2010. Therefore, the se¢gnfiermation as of and for the years ended Decer@ibe2014, 2013, 2012 and 2011
presented in this annual report on Form 20-F iglirectly comparable to the segment informationfasnd for the year ended December 31, 2010
that is presented in this annual report on Fornk20-

We were incorporated on December 9, 2010 as atdwbolly-owned subsidiary of Arcos Dorados Limitekle prior holding company for the
Arcos Dorados business. On December 13, 2010, Abooados Limited effected a downstream merger &mo with us, with us as the surviving
entity. The merger was accounted for as a reorg#aizof entities under common control in a marsierilar to a pooling of interest and the
consolidated financial statements reflect the hisabconsolidated operations of Arcos Dorados Léuhias if the reorganization structure had ex
since Arcos Dorados Limited was incorporated ity A006. We did not commence operations until thguigition on August 3, 2007.




Table of Contents

We maintain our books and records in U.S. dollas@epare our consolidated financial statemendéedordance with U.S. GAAP. This
financial information should be read in conjunctieith “Presentation of Financial and Other Inforioat” “Iltem 5. Operating and Financial Revi
and Prospects” and our consolidated financial statgs, including the notes thereto, included elsze/im this annual report.

For the Years Ended December 31
2014 2013 2012 2011 2010
(in thousands of U.S. dollars, except for share da}

Income Statement Data:

Sales by Compai-operated restaurar $ 3,504,30; $ 3,859,88. $ 3,634,37. $ 3,504,120 $ 2,894,46
Revenues from franchised restaurants 146,76: 173,42° 163,02 153,52: 123,65:
Total revenue 3,651,06! 4,033,311 3,797,39 3,657,64! 3,018,111
Compan-operated restaurant expens

Food and pape (1,243,90) (1,350,51) (1,269,14)) (1,216,14) (1,023,46)
Payroll and employee benef (734,09) (814,119 (753,12() (701,279 (569,08,
Occupancy and other operating exper (997,069 (1,055,18) (984,009 (918,109 (765,77
Royalty fees (173,662 (188,889 (180,54) (170,400 (140,97)
Franchised restaura—occupancy expens: (63,939 (63,277) (56,057 (51,39¢) (37,639
General and administrative expen (272,06Y (317,749 (314,619 (334,919 (254,16Y
Other operating expenses, net (95,476 (15,070 (3,267) (14,665 (22,464)
Total operating costs and expense (3,580,20) (3,804,78) (3,560,75) (3,406,89)) (2,813,56)
Operating income 70,857 228,52. 236,64( 250,75: 204,55°
Net interest expens (72,75() (88,15¢) (54,24 (60,749 (41,619
Loss from derivative instrumen (68E) (4,147 (891) (9,237) (32,809
Foreign currency exchange rest (74,117 (38,787 (18,420 (23,926 3,23i
Other non-operating income (expenses), net 14€ (84¢€) (2,119 3,56: (23,630
(Loss) income before income taxe (76,549 96,59/ 160,96: 160,40: 109,74:
Income tax expense (32,479 (42,727) (46,375 (44,607 (3,450
Net (loss) income (109,029 53,87 114,58t 115,80( 106,29:
Less: Net income attributable to non-controllintehests (305) (18 (25€) (277 (277
Net (loss) income attributable to Arcos Dorados Halings Inc. (109,33) 53,85¢ 114,33. 115,52¢ 106,02;

(Loss) earnings per shal
Basic net (loss) income per common share attribeitabArcos

Dorados Holdings Inc $ (052 % 0.2¢ $ 058 % 054 % 0.44
Diluted net (loss) income per common share attaiblgtto Arcos
Dorados Holdings Inc $ (052 $ 026 $ 058 $ 054 $ 0.44
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Balance Sheet Data(1)
Cash and cash equivale!
Total current assets
Property and equipment, r
Total non-current assets
Total assets

Accounts payabl

Shor-term debt and current portion of Ic-term debt
Total current liabilities

Long-term debt, excluding current porti

Total non-current liabilities

Total liabilities

Total common stoc
Total equity

Total liabilities and equity
Shares outstanding(

Other Data:

Total Revenue
Brazil

Caribbean division(5
NOLAD

SLAD

Total

Operating Incom:
Brazil

Caribbean division(5
NOLAD

SLAD

Corporate and others and purchase price allocation

Total

Operating Margin(6)
Brazil

Caribbean division(5
NOLAD

SLAD

Total

Adjusted EBITDA(7)
Brazil

Caribbean division(5
NOLAD

SLAD

Corporate and others
Total

Adjusted EBITDA Margin(8)
Brazil

Caribbean division(5
NOLAD

LAD

Total

Other Financial Data:

Working capital(9

Capital expenditures(1(

Dividends declared per common sh

As of December 31

2014 2013 2012 2011 2010
(in thousands of U.S. dollars, except for share da}
$ 139,03¢ $ 17564t $ 184,85. $ 176,30: $ 208,09
447,19t 666,45: 601,49¢ 588,61« 552,35!
1,116,28 1,244,31. 1,176,35! 1,023,18 911,73l
1,347,58. 1,513,80: 1,447,66! 1,286,79 1,231,91
1,794,78 2,180,25! 2,049,16 1,875,40! 1,784,26!
220,33 311,06( 244,36! 220,94: 217,32t
38,68« 12,27¢ 2,20z 3,811 17,947
542,06t 659,15t 578,27: 589,29. 605,14
761,08( 771,17: 649,96! 525,95: 451,42:
795,12 825,80« 724,57 606,48! 629,92
1,337,19: 1,484,96! 1,302,85: 1,195,77 1,235,07
498,61t 491,73! 484,56¢ 484,56¢ 377,54t
457,58 695,29¢ 746,31 679,62 549,19!
1,794,78 2,180,25! 2,049,16: 1,875,40! 1,784,26!
210,216,04 209,867,42 209,529,41 209,529,41 241,882,96
For the Years Ended December 31
2014 (3) 2013 (3) 2012 (3) 2011 (3) 2010 (4)
(in thousands of U.S. dollars, except percentage
$ 1,816,040 $ 1,842,322 $ 1,797,55¢ $ 1,890,820 $ 1,595,57.
594,22 830,44 754,73( 663,98: 260,61
385,11« 407,77. 384,04: 355,26! 305,01
855,68! 952,76 861,06° 747,57 856,91
3,651,06! 4,033,31 3,797,39: 3,657,64! 3,018,111
$ 172,78 $ 188,44! $ 193,33¢ $ 246,92t $ 208,10:
(88,71) 37,83 40,69: 32,47¢ 11,18¢
(6,489 (5,319 (5,557 (8,709 (16,719
67,88: 84,32« 74,82« 62,09 66,28¢
(74,620 (76,770 (66,659 (82,039 (64,309
70,85’ 228,52. 236,64( 250,75. 204,55°
9.5% 10.2% 10.8% 13.1% 13.(%
(14.9 4.€ 5.4 4.¢ 4.3
(2.7 (1.3 (1.4 (2.5) (5.5
7.S 8.S 8.7 8.3 7.7
1.¢ 5.7 6.2 6.C 6.8
$ 23769 $ 24595 $ 240,95« $ 289,46. $ 250,60t
(8,13¢) 67,18( 69,10¢ 53,75¢ 23,55¢
27,70: 27,39: 26,73¢ 19,55! 15,40(
87,97¢ 105,49! 93,75¢ 77,21 83,99¢
(93,566 (101,567 (89,996 (100,19 (74,446
251,67- 344,46 340,56: 339,78t 299,11«
13.1% 13.2% 13.4% 15.2% 15.7%
(2.4 8.1 9.2 8.1 9.C
7.2 6.7 7.C B3 5.C
10.3 11.1 10.€ 10.3 9.8
6.S 8.E 9.C 9.2 9.¢
$ (94870 ¢ 7298 $ 2322 $ 67¢) $ (52,799
170,63 313,78t 300,48: 325,85. 176,17:
$ 022 % 022 % 022 % 022 % 0.17



Other Operating Data:

Systemwide comparable sales growth(11)(1 10.(% 11.2% 9.2% 13.71% 14.%%
Brazil 1.€ 6.€ 5.2 9.2 17.t
Caribbean divisiol 247 19.€ 13.2 14.5 4.7
NOLAD (4.6 (0.9 4.4 8.5 9.1
SLAD 21.1 20.¢ 19.¢ 30.€ 16.1
Systemwide average restaurant sales(12)(1 $ 2,268 % 2,611 % 2,60 $ 2,648 % 2,28¢
Systemwide sales growth(12)(1+ (9.9% 6.2% 3.€% 21.1% 10.2%
Brazil 0.C 3.C (4.6 19.2 34.2
Caribbean divisiol (31.9 10.z 14.2 22.¢ 3.8
NOLAD (5.6 4.7 5.¢ 14.¢ 19.2
SLAD 9.3 10.£ 15.4 30.4 (20.2)
As of December 31
2014 2013 2012 2011 2010

Number of systemwide restaurants 2,121 2,06z 1,94¢ 1,84( 1,75¢
Brazil 86¢€ 81z 731 662 61€
Caribbean divisiol 35¢ 36& 358 351 14z
NOLAD 512 507 502 484 47€
SLAD 382 37¢ 361 342 521
Number of Company-operated restaurants 1,57 1,53¢ 1,45: 1,35¢ 1,292
Brazil 614 582 532 48¢ 452
Caribbean divisiol 27C 27C 25¢ 24¢ 91
NOLAD 352 344 33t 314 31C
SLAD 341 341 32¢€ 307 43¢
Number of franchised restaurants 544 524 49t 482 468
Brazil 252 22¢ 19¢ 174 162
Caribbeardivision 89 95 9 10z 51
NOLAD 161 163 16¢ 17¢ 16€
SLAD 42 37 35 36 83

(1) The balance sheet data as of December 31, 201(hdbesflect the split-off of the Axionlog businessrmerly known as Axis. See “ltem 4.
Information on the Compa—B. Business Overvie—Our Operation—Supply and Distributior”

(2) Data as of December 2010 was adjusted to reflecstibick split approved on March 14, 20

(3) Segment information as of and for the years endsgeBber 31, 2014, 2013, 2012 and 2011 is presbatst] on the segment structure
prevailing as of and from January 1, 2013. Sees@#hation of Financial and Other Information—OpegData.” Segment Information for
2010 has not been restated and is therefore ngpa@ile to 2014, 2013, 2012 and 2011 informa

(4) Segment information for 2010 has not been restateds therefore not comparable to 2014, 2013, 2022011 information. See
“Presentation of Financial and Other Informe—Operating Dat’

(5) Currency devaluations in Venezuela have had afiignt effect on our results of operations and hHayeacted the comparability of our rest
of operations in 2014 as compared to 2013, 201228td. For 2010 Venezuela was part of SLAD Divisiae “—Exchange Rates and
Exchange Control”

(6) Operating margin is operating income divided bgltotvenues, expressed as a percen

(7) Adjusted EBITDA is a measure of our performance thaeviewed by our management. Adjusted EBITDAsInot have a standardized
meaning and, accordingly, our definition of AdjusEBITDA may not be comparable to Adjusted EBITDAwsed by other companies. Total
Adjusted EBITDA is a non-GAAP measure. For our digifin of Adjusted EBITDA, see “Presentation of &ircial and Other Information—
Other Financial Measur¢’
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Presented below is the reconciliation betweennmeme and Adjusted EBITDA on a consolidated basis:

For the Years Ended December 31

Consolidated Adjusted EBITDA Reconciliation 2014 2013 2012 2011 2010

(in thousands of U.S. dollars
Net (loss) income attributable to Arcos Dorados Halings Inc. $ (109,33) $ 53,85« $ 11433 $ 11552¢ $ 106,02:

Plus (Less)
Net interest expens 72,75( 88,15¢ 54,24’ 60,74¢ 41,61
Loss from derivative instrumen 68t 4,141 891 9,23 32,80¢
Foreign currency exchange rest 74,117 38,78t 18,42( 23,92¢ (3,237
Other nor-operating (income) expenses, (14¢€) 84¢ 2,11¢ (3,567) 23,63(
Income tax expens 32,47¢ 42,72 46,37¢ 44,60: 3,45(C
Net income attributable to n-controlling interests 30E 18 25€ 271 271
Operating income 70,85 228,52. 236,64( 250,75: 204,55
Plus (Less)
Items excluded from computation that affect opagpthcome:
Depreciation and amortizatic 116,81: 114,86( 92,32¢ 68,97 60,58t
Compensation expense related to the award righteptdo our

CEO — — — 2,21¢ 16,39:
Gains from sale or insurance recovery of propenty equipmen (3,379 (10,32¢) (3,329 (7,129 (5,299
Write-offs of property and equipme 7,111 6,48¢ 4,25¢ 3,57(C 2,63t
Impairment of lon-lived asset: 50,88¢ 2,95¢ 1,982 1,71t 4,66¢
Impairment of goodwil 2,02¢ — 683 2,07 —
Stock-based compensation related to the speciablavim

connection with the initial public offering undéret2011 Plai 2,50z 1,96¢ 7,99 5,70z —
Cash bonus related to the initial public offer — — — 1,382 —
One-time expenses related to G&A optimization p 4,707 — — — —
Incremental compensation expense related to thg RO0g-Term

Incentive Plar — — — 10,52¢ 15,57¢
2008 Long-Term Incentive Plan incremental compéosdtom

modification 14¢ — — — —
Adjusted EBITDA 251,67¢ 344,46° 340,56: 339,78t 299,11«

(8) Adjusted EBITDA margin is Adjusted EBITDA divided lotal revenues, expressed as a percen
(9)  Working capital equals current assets minus cutigpiities.
(10) Includes property and equipment expenditures anchpse of restaurant businesses paid at the atopidate.

(11) Systemwide comparable sales growth refers to taagin our restaurant sales in one period froongparable period for restaurants that
have been open for thirteen months or longer. 8ywide comparable sales growth is provided and aedlyn a constant currency basis,
which means it is calculated using the same exaheaig over the periods under comparison to rertfwveffects of currency fluctuations
from this trend analysis. We believe this constamtency measure provides a more meaningful asabfiur business by identifying the
underlying business trend, without distortion frtma effect of foreign currency movemer

(12) Systemwide comparable sales growth, systemwideageaestaurant sales and systemwide sales groavfiresented on a systemwide basis,
which means they include sales by our Company-oger&staurants and our franchised restaurantde\&diies by our franchisees are not
recorded as revenues by us, we believe the infioomat important in understanding our financialfpemance because these sales are the
basis on which we calculate and record franchisgdrrues and are indicative of the financial heafitbur franchisee bas

(13) Systemwide average restaurant sales is calculgtdi/iing our sales for the relevant period by #nighmetic mean of the number of our
restaurants at the beginning and end of such pe

(14) Systemwide sales growth refers to the change @s$af all of our restaurants, whether operatedshbyruy our franchisees, from one period
to another
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Exchange Rates and Exchange Controls

In 2014, 80.3% of our total revenues were derivethfour restaurants in Argentina, Brazil, MexicagRo Rico and Venezuela. While we
maintain our books and records in U.S. dollars,reuenues are conducted in the local currencyefehritories in which we operate, and as such
may be affected by changes in the local exchartgaaahe U.S. dollar. The exchange rates discusstiis section have been obtained from each
country’s central bank or applicable ministry afdhce. However, in most cases (except Venezuelayphsolidation purposes, we use a foreign
currency to U.S. dollar exchange rate provided moBberg that differs slightly from that reportegithe aforementioned central banks and/or
ministries of finance.

Argentina

Since 2001, Argentina has tightened restrictionsapital flows, imposed exchange controls, maimaian official U.S. dollar exchange rate
and imposed transfer restrictions substantiallytiimg the ability of companies to retain foreigrmm@ncy or make payments abroad. Exchange
control restrictions impact our ability to transfands abroad and may prevent or delay payment®thaArgentine subsidiaries are required to
make outside Argentina.

For the last few years, the Argentine governmeatrhaintained a policy of intervention in the foregxchange markets, conducting periodic
transactions for the purchase or sale of U.S. doll&e cannot assure you that the Argentine goventmvill maintain its current policies with
regard to the Argentine peso or that the Argentieso will not further depreciate or appreciate ificantly in the future.

The Argentine peso depreciated 4.7% against theblar in 2010, 8.2% in 2011, 14.3% in 2012, 32.th 2013 and 31.2% in 2014.

The following table sets forth, for the periodsigaded, the high, low, average and period-end exghaates for the purchase of U.S. dollars
expressed in Argentine pesos per U.S. dollar. Tkeeage rate is calculated by using the averageeo€entral Bank of Argentina’s reported
exchange rates on each day during a monthly panddn the last day of each month during an anoruaterim period. As of April 27, 2015 the
exchange rate for the purchase of U.S. dollargjperted by the Central Bank of Argentina was AR8$8. per U.S. dollar.

Period- Average
End for Period Low High
(Argentine pesosper U.S. dollar)

ARS$ ARS$ ARS$ ARS$
Year Ended December 31
2010 3.97¢ 3.91% 3.79¢ 3.98¢
2011 4.30: 4.13( 3.972 4.30¢
2012 4.917 4.55] 4.30¢ 4.917
2013 6.51¢ 5.47¢ 4.92: 6.51¢
2014 8.552 8.231 6.54: 8.55¢
Quarter Ended:
March 31, 201! 8.82( 8.72¢ 8.55¢ 8.82(
Month Ended:
October 31, 201 8.50z2 8.48( 8.44¢ 8.50:
November 30, 201 8.52¢ 8.51¢ 8.507 8.52¢
December 31, 201 8.552 8.55( 8.52¢ 8.55¢
January 31, 201 8.64( 8.60: 8.55¢ 8.64(
February 28, 201 8.72¢ 8.68¢ 8.64¢ 8.72¢
March 31, 201! 8.82( 8.77¢ 8.731 8.82(

April 30, 2015 (through April 27, 201! 8.89¢ 8.86( 8.82¢ 8.89¢

Note: For consolidation purposes, we use an Argepeso/U.S. dollar exchange rate provided by Bloombeg ttiffers slightly from that report
by the Central Bank of Argentina.

Exchange Controls

In June 2005, the Argentine government issued [@e816/05, which established additional restrictionsr all capital flows that could resuli
future payment obligations of foreign currency bgidents to non-residents.
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Pursuant to the decree, all private sector indeieteslof physical persons or corporations in Argendire required to be agreed upon and repaid not
prior to 365 days from the date of entry of thedsiinto Argentina, regardless of the form of repaginThe decree outlines several types of
transactions that are exempt from its requiremémttjding foreign trade financings and primaryeofifigs of debt securities issued pursuant to a
public offering and listed on a self-regulated nedrk

In addition, the decree stipulates that all capittibws within the private sector to the local baange market due to foreign indebtedness of
physical persons or corporations within Argentierc{uding foreign trade financings and primary offgs of debt securities issued pursuant to a
public offering and listed on a self-regulated nedykas well as all capital inflows of non-residergceived by the local exchange market destined
for local money holdings, all kinds of financiakass or liabilities of the financial and non-fin@igrivate sector (excluding foreign direct
investment and primary offerings of debt securitéssied pursuant to a public offering and listech@elf-regulated market) and investments in
securities issued by the public sector that areiieed| in secondary markets, must meet certain remqents described in section 4 of the decree, as
outlined below:

« the funds may only be transferred outside the legahange market after a 365-day period from the dfaentry of the funds into
Argentina,;

« any amounts resulting from the exchange of thedward to be credited to an account within the Atigerbanking system;

« anon-transferable, non-interest-bearing deposit i@ maintained for a term of 365 calendar dayaniamount equal to 30% of any
inflow of funds to the local foreign exchange maylesnd

« the deposit shall be in U.S. dollars in any offthancial entities of Argentina and may not be uaedollateral or guaranty for any credit
transaction. Any breach to the provisions of De&®&/05 is subject to criminal penalti

In addition, on November 16, 2005, the MinistryEmfonomy and Production issued Resolution 637/G%;iging that any inflow of funds to
the local exchange market in connection with atiaihdffering of securities, bonds or certificatesued by a trustee under a trust, whether or not
such securities, bonds or certificates are pubbéfigred and listed in a self-regulated market|Isttamply with all requirements provided for in
section 4 of Decree 616/05 whenever those requittstage applicable to the inflow of funds to thedbexchange market in connection with the
acquisition of any of the assets under the trust.

Regarding payment by local residents of servicedaeed to them, access to the local exchange miarkeayment of services rendered by
non-residents is subject to filing with the intemirgg bank of documentation evidencing the naturhefservice rendered, that it was indeed
rendered by a non-resident to a local residentlam@mounts due for such services which are todnsferred abroad. If the service rendered is not
directly related to the activities of the localicesnt, an auditos report must also be filed with the interveninglyaertifying that the service was
fact rendered and detailing the back-up informat®rnewed for such purpose. Furthermore, foreigrherge regulations currently in place provide
that previous authorization by the Central BanRigentina is required for access to the local fymeéxchange market for the payment of certain
services, including (i) information and computenvazes; (ii) technical or professional businesvses; (iii) royalties, patents and trademarks) (iv
professional athlete services; (v) copyrights; ¢uiltural, personal or recreational services; (dayment of commercial warranties for the export of
goods and services; (viii) commercial commissi@¢ng;rights of exploitation of movies, videos aratdign audio recordings; and (x) services for
technology transfer pursuant to Law No. 22,426yiged, however, the contracts related to such seswjenerate payments or new debt (in the
calendar year, at the foreign exchange local maxiwetept code level and regarding the debtor) bv8r$100,000, and either (i) the beneficiary
person (natural or legal entity) related to thealatebtor, whether directly or indirectly; or (ife beneficiary is a person (natural or legal gntibt
organized, domiciled or resident in dominions,gdittions, territories or associated states ligtdekecutive Decree No. 589/2013, section 2(b); or
(iii) when the payment abroad is performed in a ohdom, jurisdiction, territory or associated stétat is not listed in Executive Decree No.
589/2013, section 2(b). Additionally, dependingtioa nature of the service rendered, an affidavif meed to be filed with the Argentine tax
authority (Administraciéon Federal de Ingresos Publicas AFIP).
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Interest PaymentsAccess to the local exchange market for payiteyést is allowed if it is related to unpaid dettsettlement occurs
simultaneously with the payment of capital. Foreigmrency necessary to pay interest on foreignhtethess may be purchased and transferred
abroad:

(a) up to 10 business days in advance of the relensertast payment dat
(b) to pay interest accrued as from the date of set¢therof the disbursed funds through the local for@gigchange market; «

(c) to pay interest accrued during the period betwherdate of disbursement of the funds and the datetdement of the disbursed funds
through the local foreign exchange market; provithed the funds disbursed abroad were creditedrirespondent accounts of entities
authorized to settle such funds through the logahange market, within 48 business hours as frandéte of their disburseme

In order to proceed with remittances abroad fot detlrest payments of all types, the entities imed must first verify that the debtor has
complied with the reporting requirements imposedarrCommunication “A” 3602 dated May 7, 2002 andemCommunication “A” 4237 dated
November 10, 2004 in case the lender is part ofléido’s economic group, and meets all other requiremsett$orth in Communication “A” 5264
(as amended and supplemented).

Principal RepaymentsForeign currency necessary to pay principal eaifm indebtedness owed by the private non-findseietor may be
acquired:

(a) within 10 business days prior to the stated matafithe applicable obligation; provided that thieds disbursed under such obligation
have remained in Argentina for at least 365 day

(b) within the term necessary for performing the paynudatigations, when such payment obligations depenthe occurrence of specific
conditions set forth in the related contracts, sagh cash flow excess clause or automatic casheriment claus:

Principal PrepaymentsThe foreign currency required to prepay principafforeign indebtedness may be acquired to mak&par full
payments more than 10 business days prior to &tedstaturity of the relevant obligation, providbdt (i) the funds disbursed under the debt
facility have remained in Argentina for at leasb3fays; and (ii) either (y) the prepayment is ficethtotally with the disbursement of funds from
outside Argentina with the purpose of carrying capital contributions in a local company, or (2 fbllowing requirements are met: (1) the amu
in foreign currency to be prepaid does not exchedet present value of the portion of the debtderepaid (provided the net present value is
calculated in accordance with Communication “A” 868s amended and supplemented), (2) the terneafatv debt is longer than the term of the
prepaid debt (considering both principal and irggrand (3) the prepayment is financed entireljhw(#) a new cross-border loan granted by a
foreign financial creditor and/or (B) the issuaé@otes or other debt securities which are deeffoedign debt,” in each case, provided the terms
and conditions of the new financing explicitly régusuch prepayment as a condition to grant suehfimancing.

Foreclosure of Local Guarantee#\ccess to the local foreign exchange market &ympent of foreign indebtedness is limited to tredent
debtor. In such sense, any guarantor of any crosdebfinancing that is an Argentine resident shatlhave access to the local foreign exchange
market in order to make payments or transfer fuaisad pursuant to the guarantee, or may be subjetaximum thresholds for any such
payment or transfer abroad. As of the date hemothases of foreign currency without specific @liion (atesoramient9 by local residents who
are legal persons are subject to prior authorindiiothe Central Bank of Argentina.

Dividends. Additionally, access to the local foreign exchamngarket is permitted for remittances abroad togaayings and dividends in so
as they arise from closed and fully audited balatesets (Communication “A” 5264, as amended angdlsopented). Moreover, pursuant to AFIP
General Resolution No. 3210 (2011), AFIP GeneradRgion No. 3212 (2011) and AFIP General Resotubim. 3421 (2012), a new system of
restrictions on the purchase of U.S. dollars wasoised. Accordingly, all U.S. dollar purchases niugstegistered with AFIP, which requires the
purchaser to state the use of the proceeds.
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Notwithstanding the above, although the purchadereign currency to pay dividends abroad is lggpéirmitted, in practice, the payment of
dividends abroad is being delayed or denied asudtref factual restrictions by the Central Bankdafientina. This limitation is part of several
informal foreign exchange measures implementedheydrgentine government with the purpose of retitigcthe outflow of foreign currency in
order to obtain a favorable balance between tHevisfand outflows of foreign currency.

These exchange controls impact our ability to fiemisinds abroad and may prevent or delay paynibatsour Argentine subsidiaries are
required to make outside Argentina.

Brazil

Brazilian Resolution 3,568 establishes that, withpejudice to the duty of identifying customerperations of foreign currency purchase or
sale up to $3,000 or its equivalent in other curiehare not required to submit documentationirgjab legal transactions underlying these foreign
exchange operations. According to Resolution 3,8&8Central Bank of Brazil may define simplifieztths to record operations of foreign curre
purchases and sales of up to $3,000 or its equitvadether currencies.

The Brazilian Monetary Council may issue furthegulations in relation to foreign exchange transadj as well as on payments and transfers
of Brazilian currency between Brazilian residemtd aon-residents (such transfers being commonlykras the international transferrefuis),
including those made through the so-called nordesgiaccounts.

The Brazilianreal appreciated 4.5% against the U.S. dollar in 2048,depreciated 21.6% in 2011, 9.0% in 2012, 141620113, 13.4% in
2014 and 20.8% in the first quarter of 2015.

Although the Central Bank of Brazil has intervemedasionally to control movements in the foreigot@nge rates, the exchange market may
continue to be volatile as a result of capital moeats or other factors, and, therefore, the Beazital may substantially decline or appreciate in
value in relation to the U.S. dollar in the future.

The following table sets forth, for the periodsigaded, the high, low, average and period-end exghaates for the purchase of U.S. dollars
expressed in Braziliareaisper U.S. dollar as reported by the Central BanRra&zil. As of April 27, 2015, the exchange rate thog purchase of
U.S. dollars as reported by the Central Bank ozBraas R$2.9236 per U.S. dollar.

Period- Average
End for Period Low High
(Brazilian reaisper U.S. dollar)

R$ R$ R$ R$
Year Ended December 31
2010 1.66¢€ 1.75¢ 1.65¢ 1.881
2011 1.87¢ 1.67¢ 1.53¢ 1.90z
2012 2.04¢ 1.95¢ 1.70z 2.11%
2013 2.34: 2.16( 1.95¢ 2.44¢
2014 2.65¢ 2.35¢ 2.19i 2.74(
Quarter Ended:
March 31, 201! 3.208( 2.916: 2.569( 3.268:
Month Ended:
October 31, 201 2.44; 2.44¢ 2.391 2.53¢
November 30, 201 2.56( 2.54¢ 2.48¢ 2.61¢
December 31, 201 2.65¢ 2.64: 2.561 2.74C
January 31, 201 2.662: 2.632¢ 2.569( 2.710"
February 28, 201 2.878: 2.816¢ 2.689¢ 2.881:
March 31, 201! 3.208( 3.139¢ 3.865¢ 3.268:

April 30, 2015 (through April 27, 201! 2.923¢ 3.061: 2.923¢ 3.155¢

Note: For consolidation purposes, we use a Brawreais/U.S. dollar exchange rate provided by Bloombeg ttiffers slightly from that reported
by the Central Bank of Brazil.
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Mexico

For the last few years, the Mexican governmenthaisitained a policy of non-intervention in the figreexchange markets, other than
conducting periodic auctions for the purchase &.\dollars, and has not had in effect any exchangéols (although these controls have existed
and have been in effect in the past). We cannotras®u that the Mexican government will maintaimdurrent policies with regard to the Mexican
pesacor that the Mexicapesowill not further depreciate or appreciate signifittg in the future.

The following table sets forth, for the periodsigaded, the high, low, average and period-end fireeket exchange rate for the purchase of
U.S. dollars, expressed in nominal Mexigasoer U.S. dollar, as reported by the Central Banklexico in the Federal Official Gazette. All
amounts are stated in Mexicpasoer U.S. dollar. The annual and interim averagesregflect the average of month-end rates, andhtyont
average rates reflect the average of daily ratefA\pril 27, 2015, the free-market exchange fatéhe purchase of U.S. dollars as reported by the
Central Bank of Mexico in the Federal Official Gdeeas the rate of payment of obligations denoreth&t non-Mexican currency payable in
Mexico was Ps.15.38 per U.S. dollar.

Period Average
End for Period Low High
(Mexican pesosper U.S. dollar)

Ps. Ps. Ps. Ps.
Year Ended December 31
2010 12.3¢ 12.6¢€ 12.1¢ 13.1¢
2011 13.9¢ 12.4¢ 11.5C 14.2¢
2012 12.9¢ 13.15 12.6: 14.3¢
2013 13.07 12.8¢ 11.9¢ 13.4¢
2014 14.7: 13.3¢ 12.8¢ 14.7¢
Quarter Ended:
March 31, 201! 15.2¢ 15.0z2 14.5¢ 15.5¢
Month Ended:
October 31, 201 13.4 13.47 13.3¢ 13.57
November 30, 201 13.77 13.6( 13.4¢ 13.77
December 31, 201 14.7: 14.47 13.9( 14.7¢
January 31, 201 14.8¢ 14.6¢ 14.5¢ 14.9¢
February 28, 201 14.9¢ 14.97 14.7¢ 15.11
March 31, 201! 15.2¢ 15.21 14.9:¢ 15.5¢

April 30, 2015 (through April 27, 201! 15.3¢ 15.2% 14.8( 15.4¢

For consolidation purposes, we use a Mexjpaso/U.S. dollar exchange rate provided by Bloombegd tiffers slightly from that reported by the
Central Bank of Mexico.

Venezuela

The exchange control regime in force in Venezuielees2003 provided that all foreign currency exgwdceeds had to be sold to the Central
Bank of Venezuela at the established exchangelrageldition, all foreign currency entering the nty had to be sold to the Central Bank of
Venezuela. The acquisition of foreign currency lprigate sector entity had to be approved byGbeision de Administracion de Divisasr
CADIVI, the entity had to prove, among other thintigt its social security contributions and tayrpants were up to date.

These approvals became more difficult to obtairr timee, which led to the development of a bond-dasechange process in effect until May
2010, under whiclholivar -denominated bonds were purchased in Venezuelthandvere immediately exchanged outside Venezoeladnds
denominated in U.S. dollars at a specified, ansl fl@gorable, parallel market exchange rate.

Historically, we had not been able to access tfieialf exchange rate for royalty payments and mestielad entered into bond-based exchange
transactions to make our royalty payments, hortogrdfioreign debts and pay intercompany loans.
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On January 8, 2010, the Venezuelan government awcedithe devaluation of timlivar and the creation of a twiered official exchange ra
system. The official exchange rate moved from bdlsvaresper U.S. dollar to 2.6Bolivaresper U.S. dollar for essential goods and to 4.30
bolivaresper U.S. dollar for non-essential goods.

On May 14, 2010, the Central Bank of Venezueladased its control of the bond-based exchange maeres as a result, bond-based
exchanges may solely be conducted by the Centraét BRVenezuela. Consequently, the market for emghrey bonds in Venezuela ended, limiting
companies’ ability to obtain foreign currency otlteasin through foreign currency trades approvednaya@nducted through CADIVI or the Central
Bank of Venezuela.

On June 9, 2010, the Venezuelan government, thrtheglentral Bank of Venezuela, implemented a etgdimarket for trading with foreign
currency, known as the System for Transactions &tburities in Foreign Currencys{stema de Transacciones con Titulos en Monedarfgta),
or SITME. Pursuant to this system, companies witlagaess to CADIVI can access SITME to convert aimam cash equivalent of up to $50,C
per day or $350,000 per month of foreign currertgneexchange rate based on the range of pricébdgurchase and sale of bonds published
daily by the Central Bank of Venezuela.

On December 30, 2010, the Venezuelan governmewiaiced the elimination of the official exchangeerfatr essential goods. Effective
January 1, 2011, each U.S. dollar was valued &98Rolivaresfor purchases and 4.3000livaresfor sales. In addition, the exchange rate was set
at 4.300(olivaresper U.S. dollar for the payment of external publiébt.

On February 8, 2013, the Venezuelan governmermugtr Foreign Exchange Agreement No. 14, establigiedevaluation of the official
exchange rate from 4.30 to 6.86livaresper U.S. dollar, effective as of February 9, 20Mds exchange rate also applied to the purchatmefn
currency: (i) for the payment of principal, intetgguarantees and other types of collateral reltqutivate debt assumed with foreign creditoiy, (i
to settle obligations derived from the use of peteimademarks, licenses and franchising, andf@iiithe payment of technology imports and
technical assistance agreements.

In addition, on February 8, 2013, the Venezuelaregument, through Decree No. 9381, created a camenitalled the Superior Office for the
Optimization of the Exchange Rate Syste@®rgano Superior para la Optimizacion del Sisteman®ario ), or the Committee, which had the
authority to design, plan and execute foreign ergbapolicies for the purpose of balancing foreigrrency flow in the Venezuelan economy. The
Committee’s decisions were taken in consensustivgfCentral Bank of Venezuela and the Venezuelansify of Planning and Finance. The
Committee was dissolved on November 29, 2013.

Following the change in the official exchange rateFebruary 13, 2013, the Central Bank of Veneguhlough an official announcement
published in the Venezuelan Official Gazette nun#f:209, provided notice that as of February 9320b sales would be processed and no
purchase orders would be granted through SITME e¥eelan authorized institutions continued withdperative process required for the payment
of negotiated foreign currency balances alreadigasd through SITME until February 8, 2013.

On March 18, 2013, the Venezuelan government arcealia new complementary foreign exchange systeleddile Supplementary System
for the Administration of Foreign Currencys{stema Complementario de Adquisicién de Divjsas SICAD. This new mechanism led to the
definitive suspension of SITME operations.

The SICAD mechanism is an auction that is contdolig the Venezuelan government. For each auctegolvernment indicates which sect
of the economy or products are allowed to partteip@ihe highest bidder is not necessarily the wimh@n auction, and even when a bid is acce
the winner typically is not awarded the entire amtaequested. When invited to participate, an gmtitist submit documentation that evidences a
qualifying U.S. dollar liability related to a prosgtive import transaction. By definition, liabié related to past import transactions are noibégig
to be settled through SICAD. If an entity’s bidaiscepted, the Central Bank of Venezuela colleottvaresfrom the entity and remits the U.S.
dollars directly to the vendor. The publicatiortle exchange rates of SICAD auctions started ireBer 2013 as required by the amended re
regulation. The rate published for the last two kegeaf 2013 was 11.8olivaresper U.S. dollar.

On January 23, 2014, effective on January 24, 2@®igovernment of Venezuela announced the creatiamew institution governing
exchange rate control called the National Centétaséign Trade (Centro Nacional de Comercio Extgrir CENCOEX, which gradually took
over all the responsibilities of CADIVI. PursuaatBExchange Agreement N°26 of April 10, 2014 CENCQO&ssumed the administration of the
SICAD auctions. Based
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on announcements made by the Venezuelan governtherg,would only be access to U.S. dollars ateaagf6.30bolivaresper U.S. dollar for the
food industry and other industries deemed a pyiowhich as of today have not been fully definedpbrts of other products could be included in
SICAD auctions depending on the related industdy gursuant to invitation by CENCOEX. Furthermorgcliange Agreement N°25 issued on
January 23, 2014, established that payments relatiedeign investments and royalties, among otheosild be made at the SICAD exchange rate.
However, the process for the approval of the adtiprisof foreign currency for said matters is sillbject to the CENCOEX procedure.

On February 19, 2014, a new Exchange Regime Actarasted to introduce flexibility into the exchamgatrol system by creating the
alternative System for the Administration of Forefgurrency(Sistema Cambiario Alternativo de Divisa®r SICAD Il. According to the Act, the
Central Bank of Venezuela no longer has exclusorgrol over buying and selling foreign currency eTiiew system was regulated through the
Exchange Agreement N° 27 of March 10, 2014. Thidesyn was expected to serve as an additional sofitdeS. dollars.

During February 2015, the Venezuelan governmenvameed the unification of SICAD and SICAD Il intaaitary foreign exchange
mechanism called SICAD, an auction system contidifgethe Venezuelan government with an initial exaye rate of 12.000livaresper U.S.
dollar. On February 10, 2015, Exchange AgreemeBNStablished a new open-market foreign exchaysgera called SIMADI Sistema
Marginal de Divisas). SIMADI will function on freemarket principles i foreign currency offered either by PDVSR¢§tréleos de Venezuéla
the Central Bank of Venezuela or the private se@vIADI allows the settlement of transactions @sls and securities denominated in foreign
currencies as well as transactions by foreign enxgbantermediaries including banking institutioms drokerage houses. The Central Bank of
Venezuela publishes the SIMADI referential excharage on its web page daily. This rate is the wieidlaverage of the foreign exchange
transactions conducted on the same day. As of &@riR015, the official SIMADI exchange rate is Bbolivaresper U.S. dollar. SICAD Il was
suspended beginning on February 12, 2015. Pursuidme public notice issued by the Ministry of Figa and the Central Bank of Venezuela, no
further transactions will be made through SICAR(fter February 12, 2015.

As a result of the foregoing, the acquisition akign currency at the official exchange rate by &&relan companies to honor foreign debt,
pay dividends or otherwise move capital out of \fereda is subject to the approval of CENCOEX anth#oavailability of foreign currency within
the SIMADI mechanisms.

The following table sets forth, for the periodsigaded, the exchange rates set by the Ministryimditce and the Central Bank of Venezuel:
the purchase and sale of U.S. dollars and the patyofiexternal public debt in U.S. dollars, in e@ase expressed in nominal Venezudlalivares
per U.S. dollar.

For more details on the impact of the Venezuelamamnge rate regime on our business and resuligesltions, see Notes 21 and 26 to our
consolidated financial statements.

11




Table of Contents

January 1, 2009 through January 7, 2

January 8, 2010 through December 31, 2

January 1, 2011 through February 8, 2

February 9, 2013 through April 27, 20

12

Payment of
External
Purchase Sale Public Debt

(Venezuelanbolivares
per U.S. dollar)

Bs. Bs. Bs.
2.144¢ 2.150( 2.150(
Non-
Essential essential
Goods Goods

(Venezuelanbolivares
per U.S. dollar)

Bs. Bs.
2.6( 4.3C
Payment of
External
Purchase Sale Public Debt

(Venezuelanbolivares
per U.S. dollar)

Bs. Bs. Bs.
4.289: 4.300( 4.300(
Payment of
External
Purchase Sale Public Debt

(Venezuelanbolivares
per U.S. dollar)
Bs. Bs. Bs.
6.284: 6.300( 6.300(
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The following tables sets forth, for the perioddigated, the exchange rates resulting from the BICACAD Il and SIMADI mechanisms
administered by CENCOEX and the Central Bank ofézerla for the purchase and sale of U.S. dollarsach case expressed in nominal

Venezuelarbolivaresper U.S. dollar.

SICAD
Exchange
Rate
(Venezuelar
bolivares
per U.S.
Auction No. dollar)
December 23, 2013 through January 14, 2 13-2013 and 1-2013 11.3C
January 15 through February 16, 2( 15-2014 11.3¢
February 17 through February 23, 2( 01-2014 11.7¢
February 24 through March 5, 20 02-2014 11.8(
March 6 through March 16, 20: 03-2014 11.0C
March 17 through March 23, 20: 04-2014 10.9C
March 24 through March 30, 20: 05-2014 10.8(
March 31 through April 4, 201 06-2014 10.7¢
April 7 through June 17, 201 07-2014 through 1-201¢ 10.0¢
June 18, 2014 through June 24, 2 14-2014 10.5(
June 25, 2014 through July 04, 2( 15-2014 10.6(
July 07, 2014 through July 15, 20 16-2014 10.8C
July 16, 2014 through August 27, 2C 17-2014 through 2-201¢ 11.0C
August 28, 2014 through September 03, 2 22-2014 11.5(
September 04, 2014 through September 24, 23-2014 11.7¢
September 25, 2014 through November 03, 2 24-2014 through 2-201¢ 12.0C
SICAD Il
Average for
Period End Period Low High
(Venezuelanbolivaresper U.S. dollar)
Bs. Bs. Bs. Bs.
March 24 through March 28, 20: 50.8¢ 51.47 50.8¢ 51.8¢
March 31 through April 4, 201 49.0¢ 49.2¢ 49.0¢ 49.81
April 2014 50.0¢ 49.97 49.0Z 50.0¢
May 2014 49.97 49.9¢ 49.9; 50.0(
June 201 49.9¢ 49.9¢ 49.97 49.9¢
July 2014 49.9¢ 49.9¢ 49.9¢ 50.0(
August 201¢ 49.9¢ 49.9¢ 49.9¢ 49.9¢
September 201 49.9¢ 49.9¢ 49.9¢ 49.9¢
October 201« 49.97 49.9¢ 49.9¢ 49.9¢
November 201- 49.9¢ 49.9¢ 49.97 49.9¢
December 201 49.9¢ 49.9¢ 49.9¢ 49.9¢
SIMADI
Average for
Period End Period Low High
(Venezuelanbolivaresper U.S. dollar)
Bs. Bs. Bs. Bs.
February 12 through February 27, 2( 176.6: 172.5¢ 170.0¢ 176.6:
March 201¢ 192.9¢ 185.8¢ 176.7¢ 193.4(
April 2015 (through April 27 197.6¢ 195.57 193.0¢ 197.6¢
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B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceet
Not applicable.

D. Risk Factors

Our business, financial condition and results ofigions could be materially and adversely affedteahy of the risks described below occur.
As a result, the market price of our class A shamsdd decline, and you could lose all or part ofiyinvestment. This annual report also cont¢
forward-looking statements that involve risks and unceties. See “Forward-Looking Statements.” Our actredults could differ materially and
adversely from those anticipated in these forwammking statements as a result of certain factorsluiding the risks facing our company or
investments in Latin America and the Caribbean dieed below and elsewhere in this annual report.

Certain Factors Relating to Our Business

Our rights to operate and franchise McDonald’s-brded restaurants are dependent on the MFAs, the eaqpdn of which would adversely
affect our business, results of operations, finaattondition and prospects.

Our rights to operate and franchise McDonald's-teghrestaurants in the Territories, and therefareability to conduct our business, derive
exclusively from the rights granted to us by McDlahsiin two MFAs through 2027. The initial term of tlanchise for French Guiana, Guadelc
and Martinique expires in 2017, which we may extfwdan additional 10-year term at our sole disoretAs a result, our ability to continue
operating in our current capacity following thetimli term of the MFAs is dependent on the renewaus contractual relationship with McDonadd’

McDonald’s has the right, in its reasonable businedgment based on our satisfaction of certateriai set forth in the MFA, to grant us an
option to extend the term of the MFAs with respedcll Territories for an additional period of 18ars after the expiration of the initial term o th
MFAs upon such terms as McDonald’s may determinesiRnt to the MFAs, McDonald’s will determine wit to grant us the option to renew
between August 2020 and August 2024. If McDonadplemts us the option to renew and we elect to éethe option, then we and McDonald’s
will amend the MFAs to reflect the terms of suchawal option, as appropriate. We cannot assurghaiuMcDonald’s will grant us an option to
extend the term of the MFAs or that the terms of @mewal option will be acceptable to us, willdimilar to those contained in the MFAs or that
the terms will not be less favorable to us thars¢hoontained in the MFAs.

If McDonald’s elects not to grant us the renewalapor we elect not to exercise the renewal optea will have a three-year period in which
to solicit offers for our business, which offersuabe subject to McDonald’s approval. Upon theigtipn of the MFAs, McDonald’s has the
option to acquire all of our non-public shares aliaf the equity interests of our wholly owned sigiary Arcos Dourados Comercio de Alimentos
Ltda., the master franchisee of McDonald’s for Hraat their fair market value.

In the event McDonald’s does not exercise its optdacquire LatAm, LLC and Arcos Dourados ComedgoAlimentos Ltda., the MFAs
would expire and we would be required to ceaseatipey McDonald’s-branded restaurants, identifying business with McDonald’and using ar
of McDonald’s intellectual property. Although we wld retain our real estate and infrastructure Mir&\s prohibit us from engaging in certain
competitive businesses, including Burger King, SaypwKFC or any other quick-service restaurant, BRQbusiness, or duplicating the
McDonald’s system at another restaurant or busidesag the two-year period following the expiratiof the MFAs. As the McDonaldg’brand an
our relationship with McDonald’s are among our @igncompetitive strengths, the expiration of theAdFor any of the reasons described above
would materially and adversely affect our businessulits of operations, financial condition andgpects.
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Our business depends on our relationship with McCadd's and changes in this relationship may advenrsaffect our business, results of
operations and financial condition.

Our rights to operate and franchise McDonald's-eghrestaurants in the Territories, and therefareability to conduct our business, derive
exclusively from the rights granted to us by McDidfrain the MFAs. As a result, our revenues areethelent on the continued existence of our
contractual relationship with McDonald’s.

Pursuant to the MFAs, McDonald’s has the abilitgxercise substantial influence over the conducuofbusiness. For example, under the
MFAs, we are not permitted to operate any other @&&ns, we must comply with McDonald’s high qualitandards, we must own and operate at
least 50% of all McDonald’s-branded restauranthéTerritories, we must maintain certain guaraatedavor of McDonalds, including a standk
letter of credit (or other similar financial guate@ acceptable to McDonald’s) in an amount of $8@l0on, to secure our payment obligations
under the MFAs and related credit documents, weaincur debt above certain financial ratios, \warmwt transfer the equity interests of our
subsidiaries, any significant portion of their dss@ any of the real estate properties we ownawittvMcDonald’s consent, and McDonald’s has the
right to approve the appointment of our chief exieuofficer and chief operating officer. In additi, the MFAs require us to reinvest a significant
amount of money, including through reimaging ousmng restaurants, opening new restaurants anerising, which plans McDonald’s has the
right to approve. We are required under the MFAggen 250 restaurants and to spend $180 millian 2614 through 2016 to satisfy our
reinvestment commitments. In addition, we estintlaé the cost to comply with our restaurant opemioigimitments under the MFAs from 2014
through 2016 will be between $175 million and $3&lion depending on, among other factors, the tgpd location of the restaurants we open.
We cannot assure you that we will have availaldeftimds necessary to finance these commitmentghaidsatisfaction may require us to incur
additional indebtedness, which could adverselycaffer financial condition. Moreover, we may notdi#e to obtain additional indebtedness on
favorable terms, or at all. Failure to comply witliese commitments could constitute a material biredthe MFAs and may lead to a terminatior
McDonald’s of the MFAs. Currently, we have subndtte McDonald’s a proposal for an amendment t@2®4-2016 opening and reinvestment
plans, in order to adjust these plans to the cuseonomic realities of the region. No assuraneasbe given, however, that we will be able to c
to an agreement with McDonald’s on an amendmetitdse plans.

Notwithstanding the foregoing, McDonald’s has ndigation to fund our operations. In addition, Mclxdis does not guarantee any of our
financial obligations, including trade payablesatstanding indebtedness, and has no obligaticio &o.

If the terms of the MFAs excessively restrict ohility to operate our business or if we are undblsatisfy our restaurant opening and
reinvestment commitments under the MFAs, our bssineesults of operations and financial conditiauld be materially and adversely affected.

For certain periods of 2014, McDonald’s Corporatiagranted us a limited waiver for our non-complianedth certain quarterly financial
ratios specified in the MFA, a failure to extend sl waiver or comply with our original commitment®ald result in a material breach of the
MFA.

During certain periods of 2014, we were not in cbamge with certain quarterly financial ratios sified in the MFA. We have obtained a
limited waiver from McDonald’s Corporation for asinonth period (from and as of June 30, 2014 thincargd including December 31, 2014). We
are currently negotiating an extension of this wailuring the waiver period we were not requirediaintain these quarterly financial ratios,
however, we will need to obtain an extension oféteA waiver to avoid breaching our commitments uritie MFA. If we are unable to obtain an
extension of the waiver or to comply with our onigi commitments under the MFA, we could be in niatéreach. Our breach of the MFA would
give McDonald’s certain rights, including the atyilto acquire all or portions of our business. Stan 10. Additional Information—C. Material
Contracts—The MFAs.”

McDonald’s has the right to acquire all or portions of ouuBiness upon the occurrence of certain events andhe case of a material breac
of the MFAs, may acquire our non-public shares ouinterests in one or more Territories at 80% dfdir fair market value.

Pursuant to the MFAs, McDonald’s has the rightdquare our norpublic shares or our interests in one or more faieis upon the occurren
of certain events, including the death or permamaatpacity of our controlling
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shareholder or a material breach of the MFAs. énebent McDonald’s were to exercise its right tquae all of our non-public shares, McDonad’
would become our controlling shareholder.

McDonald’s has the option to acquire all, but sl than all, of our non-public shares at 100%@if fair market value during the twelve-
month period following the eighteenth-month anréeey of the death or permanent incapacity of Mait@®t, our Chairman, CEO and controlling
shareholder. In addition, if there is a materigdwh that relates to one or more Territories irctvitihere are at least 100 restaurants in operation,
McDonald’s has the right either to acquire all af aonpublic shares or our interests in our subsidiariesich Territory or Territories. By contra
if the initial material breach of the MFAs affedtsis attributable to any of the Territories in wiiithere are less than 100 restaurants in operation
McDonald’s only has the right to acquire the eqintgrests of any of our subsidiaries in the retévizerritory. For example, since we have more
than 100 restaurants in Mexico, if a Mexican sulasydwere to materially breach the MFA, McDonaldisuld have the right either to acquire our
entire business throughout Latin America and theb®aan or just our Mexican operations, whereasigpsimilar breach by our Ecuadorean
subsidiary, McDonald’s would only have the rightitguire our interests in our operations in Ecuador

McDonald’s was granted a perfected security intarethe equity interests of LatAm, LLC, Arcos Dados Comercio de Alimentos Ltda. and
certain of their subsidiaries to protect this rightthe event this right is exercised as a resfudt material breach of the MFAs, the amount tpaiel
by McDonald’s would be equal to 80% of the fair kervalue of the acquired equity interests. If MoBll's exercises its right to acquire our
interests in one or more Territories as a resudt wiaterial breach, our business, results of dpasatind financial condition would be materiallyd:
adversely affected. See “Item 10. Additional Infatron—C. Material Contracts—The MFAs—Terminationt fnore details about fair market
value calculation.

The failure to successfully manage our future grawinay adversely affect our results of operations.

Our business has grown significantly in recent gelargely due to the opening of new restauranéxisting and new markets within the
Territories, and also from an increase in comparatire sales. Our total number of restaurantimtshas increased from 1,569 at the date of the
Acquisition to 2,121 as of December 31, 2014. Hovesuring 2014, our rate of restaurant openingwestl. This was mainly due to a shift in
capital allocation strategy to increase our foaugxisting restaurants over continued expansion.

Our growth is, to a certain extent, dependent am mestaurant openings and therefore may not bet@ainsom period to period, it may
accelerate or decelerate in response to certaior&ad here are many obstacles to opening newurestts, including determining the availability of
desirable locations, securing reliable supplieirindp and training new personnel and negotiatingeatable lease terms, and, in times of adverse
economic conditions, franchisees may be more r@hidd provide the investment required to open restaurants and may have difficulty
obtaining sufficient financing. In addition, ourogvth in comparable store sales is dependent orntat economic growth in the countries in
which we operate as well as our ability to contitmeredict and satisfy changing consumer prefergnc

We plan our capital expenditures on an annual pedigg into account historical information, regé economic trends, restaurant opening
and reimaging plans, site availability and the stweent requirements of the MFAs in order to max@romr returns on invested capital. The success
of our investment plan may, however, be harmedabtofs outside our control, such as changes inaeaonomic conditions, changes in demand
and construction difficulties that could jeopardme investment returns and our future resultsfarahcial condition.

We depend on oral agreements with third-party stipm and distributors for the provision of productkat are necessary for our operations.

Supply chain management is an important elemeatiofuccess and a crucial factor in optimizing mrafitability. We use McDonald’s
centralized supply chain management model, whiliksren approved third-party suppliers and distidbsi for goods, and we generally use several
suppliers to satisfy our needs for goods. Thisesystncompasses selecting and developing suppfies®products-beef, chicken, buns, produ
cheese, dairy mixes, beverages and toppings—whaldeeo comply with McDonald’s high quality stands, and establishing sustainable
relationships with these suppliers. McDonald’s dtads include cleanliness, product consistencyeliimass, following internationally recognized
manufacturing practices, meeting or exceedingoahll food regulations and compliance with our HdZanalysis Critical Control Plan, a
systematic approach to food safety that emphapizgsction within the processing facility, ratheah detection, through analysis, inspection and
follow-up.
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Our 25 largest suppliers account for approxima8&86 of our purchases. Very few of our suppliersehentered into written contracts with us
as we only have oral agreements with a vast mgjofithem. Our supplier approval process is thohoaigd lengthy in order to ensure compliance
with McDonald’s high quality standards. We thereftend to develop strong relationships with appdasigopliers and, given our importance to
them, have found that oral agreements with thengenerally sufficient to ensure a reliable supglgwality products. While we source our supg
from many approved suppliers in Latin America amel €aribbean, thereby reducing our dependenceyoaransupplier, the informal nature of the
majority of our relationships with suppliers me#nat we may not be assured of long-term or reliahfgplies of products from those suppliers.

In addition, certain supplies, such as beef, mfishde locally sourced due to restrictions onrtiraportation. In light of these restrictions, as
well as the MFAS’ requirement to purchase certaire supplies from approved suppliers, we may nathde to quickly find alternate or additional
supplies in the event a supplier is unable to roeebrders.

If our suppliers fail to provide us with productsd timely manner due to unanticipated demand,ymtosh or distribution problems, financial
distress or shortages, if our suppliers decidernminate their relationship with us or if McDonaldletermines that any product or service offere
an approved supplier is not in compliance wittsttndards and we are obligated to terminate oatisakhip with such supplier, we may have
difficulty finding appropriate or compliant replanent suppliers. As a result, we may face invenstigyrtages that could negatively affect our
operations.

Our financial condition and results of operationseghend, to a certain extent, on the financial conidit of our franchisees and their ability to
fulfill their obligations under their franchise ageements.

As of December 31, 2014, 25.7% of our restauraet®viranchised. Under our franchise agreementseagve monthly payments which are,
in most cases, the greater of a fixed rent or taitepercentage of the franchisee’s gross salesichisees are independent operators over whom we
exercise control through the franchise agreemégtswning or leasing the real estate upon whiclr testaurants are located and through our
operating manual that specifies items such as rokoiges, permitted advertising, equipment, fooddliag procedures, product quality and
approved suppliers. Our operating results depedcrtain extent on the restaurant profitabilitg inancial viability of our franchisees. The
concurrent failure by a significant number of fraisees to meet their financial obligations to usldgeopardize our ability to meet our obligations.

In addition, we are liable for our franchisees’ ridyn payment of a continuing franchise fee to McBlaFs, which represents a percentage of
those franchised restaurants’ gross sales. Toxtieatethat our franchisees fail to pay this feéuilh we are responsible for any shortfall. As such
the concurrent failure by a significant numberrafichisees to pay their continuing franchise feegdchave a material adverse effect on our results
of operations and financial condition.

We do not have full operational control over the sinesses of our franchisees.

We are dependent on franchisees to maintain Mclitsmquality, service and cleanliness standards tlagid failure to do so could materially
affect the McDonald’s brand and harm our futurengto Although we exercise significant control ofienchisees through the franchise
agreements, franchisees have some flexibility &ir thperations, including the ability to set pridesour products in their restaurants, hire
employees and select certain service provideraddition, it is possible that some franchisees natyoperate their restaurants in accordance with
our quality, service and cleanliness, health odpob standards. Although we take corrective measitifeanchisees fail to maintain McDonald’s
quality, service and cleanliness standards, wemape able to identify and rectify problems witHfigient speed and, as a result, our image and
operating results may be negatively affected.

Ownership and leasing of a broad portfolio of reastate exposes us to potential losses and liaediti

As of December 31, 2014, we owned the land ford&Q&ur 2,121 restaurants and the buildings fobatl12 of our restaurants. The value of
these assets could decrease or rental costs cmushse due to changes in local demographicsptiestiment climate and increases in taxes.
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The majority of our restaurant locations, or thoperated by our franchisees, are subject to lomg-keases. We may not be able to renew
leases on acceptable terms or at all, in which e&seould have to find new locations to lease ofdveed to close the restaurants. If we are able to
negotiate a new lease at an existing location, &g Ioe@ subject to a rent increase. In addition,ecumestaurant locations may become unattractive
due to changes in neighborhood demographics omesicrconditions, which may result in reduced salethese locations.

The success of our business is dependent on thectiffeness of our marketing strategy.

Market awareness is essential to our continued thrawd financial success. Pursuant to the MFAs;neate, develop and coordinate
marketing plans and promotional activities throughtbe Territories, and franchisees contributeragragage of their gross sales to our marketing
plan. In addition, we are required under the MFAspend at least 5% of our sales on advertisingoaomiotional activities. Pursuant to the MFAs,
McDonald’s has the right to review and approvermarketing plans in advance and may request thaease using the materials or promotional
activities at any time if McDonald’'s determinesttliey are detrimental to its brand image. We phaticipate in global and regional marketing
activities undertaken by McDonald’s and pay McDdrmalp to 0.2% of our sales in order to fund sudivdies.

If our advertising programs are not effective,fastir competitors begin spending significantly moreadvertising than we do, we may be
unable to attract new customers or existing custsmmeay not return to our restaurants and our oiperagsults may be negatively affected.

We use non-committed lines of credit to partialipdince our working capital needs.

We use non-committed lines of credit to partialhahce our working capital needs. Given the nadfitbese lines of credit, they could be
withdrawn and no longer be available to us, orrttezims, including the interest rate, could chatogemake the terms no longer acceptable to us.
availability of these lines of credit depends om ligvel of liquidity in financial markets, whichrt&ary based on events outside of our control,
including financial or credit crises. Any inability draw upon our nonemmitted lines of credit could have an adverseatfbn our working capite
financial condition and results of operations.

Covenants and events of default in the agreememgagning our outstanding indebtedness could limitroability to undertake certain types
transactions and adversely affect our liquidity.

As of December 31, 2014, we had $801.2 milliorotaltoutstanding indebtedness, consisting of $88lEon in short-term debt, $767.2
million in long-term debt and $1.4 million relateathe fair market value of our outstanding defix@tnstruments. The agreements governing our
outstanding indebtedness contain covenants andssetdefault that may limit our financial flexiliif and ability to undertake certain types of
transactions. For instance, we are subject to negedvenants that restrict some of our activitiesluding restrictions on:

«  creating liens;

« Mmaintaining certain leverage ratios;

« entering into sale and lease-back transactions; and
« consolidating, merging or transferring assets.

During certain periods of 2014, we were not in cbamgze with certain quarterly financial ratios sified in our revolving credit facility with
Bank of America, N.A. and our 2012 total return iggswap with Goldman Sachs International. We wabke to successfully negotiate an
amendment to each of the revolving credit faciibd the total return equity swap to increase tfiaaacial ratios. We are currently in compliance
with the revised ratios. See “ltem 5. Operating Riméncial Review and Prospects—B. Liquidity angifd Resources—Net Cash Provided by
Financing Activities—Revolving Credit Facility” arfttem 10. Additional Information—C. Material Comaitts—The 2012 Swap Transaction.”

If we fail to satisfy the covenants set forth ie$k agreements or another event of default ocowdlsr ihe agreements, our outstanding
indebtedness under the agreements could becomediatelg due and payable. If our outstanding indeéss becomes immediately due and
payable and we do not have sufficient cash on bapdy all amounts due, we could be required tasskts, to refinance all or a portion of our
indebtedness or to obtain additional financing.ifefcing may not be possible and additional finagenay not be available on commercially
acceptable terms, or at all.
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Our inability to attract and retain qualified persmel may affect our growth and results of operatign

We have a strong management team with broad exyeria product development, supply chain managemeetations, finance, marketing
and training. Our significant growth places subs#idemands on our management team, and our ematigrowth could increase those demands.
In addition, pursuant to the MFAs, McDonald's igiéed to approve the appointment of our chief exae officer and chief operating officer. Our
ability to manage future growth will depend on #uequacy of our resources and our ability to cometito identify, attract and retain qualified
personnel. Failure to do so could have a matedhatige effect on our business, financial condiéind results of operations.

Also, the success of our operations depends inopaour ability to attract and retain qualified ietal and restaurant managers and general
staff. If we are unable to recruit and retain emnployees, or fail to motivate them to provide gydbod and service, our image, operations and
growth could be adversely affected.

The resignation, termination, permanent incapacity death of our CEO could adversely affect our bosss, results of operations, financial
condition and prospects.

Due to Mr. Staton’s unique experience and leadprsépabilities, it would be difficult to find a $able successor for him if he were to cease
serving as our CEO and Chairman for any reasoadflition, pursuant to the MFAs, McDonald’s is datitto approve the appointment of our chief
executive officer. If we and McDonald’s have notesggl upon a successor CEO after six months, Mclsalay designate a temporary CEO i
sole discretion pending our submission of informratielating to a further candidate and McDonalgigraval of that candidate. In the event of Mr.
Staton’s death or permanent incapacity, McDondld's the right to acquire all of our non-public glsaduring the twelve-month period beginning
on the eighteenth-month anniversary of his deathaapacity. A delay in finding a suitable successgO could adversely affect our business,
results of operations, financial condition and pesgs.

Labor shortages or increased labor costs could hawar results of operations.

Our operations depend in part on our ability teaattand retain qualified restaurant managers ead.dVhile the turnover rate varies
significantly among categories of employees, dudéonature of our business we traditionally exgese a high rate of turnover among our crew
and we may not be able to replace departing cratvegually qualified or motivated staff.

As of December 31, 2014, we had 95,374 employeastr@lling labor costs is critical to our resulfsoperations, and we closely monitor th
costs. Some of our employees are paid minimum waggsincreases in minimum wages or changes to lagulations in the Territories could
increase our labor costs. For example, in Januat$,2Venezuela announced a 20% increase in thermmiwage. In Argentina, a law enacted in
November 2010 requires companies to pay overtinadl Employees (except directors and managers)ingidn weekends. Additionally,
proposed bill in Argentina would require compart@slistribute 10% of their profits to employeesBirazil, during 2012, we decided to transition
all of our employees to a fixed hourly scheduledenthe new schedule, employees work between 18@2M hours per month, with proportional
wages based on the number of hours set forth iertidoyment contract. In 2013, pursuant to the &abuco Labor Court ruling, we completed
the transition to a fixed hourly schedule accordimthe timeframe agreed to in the ruling. Seeii® Financial Information—A. Consolidated
Statements and Other Financial Information—LegatPedings—Brazilian Labor Litigation.” These or 8amregulations, if adopted, may have an
adverse impact on our results of operations. Coitigoefor employees could also cause us to paydrigiages.

A failure by McDonald’s to protect its intellectuadroperty rights, including its brand image, couttarm our results of operations.
The profitability of our business depends in partonsumers’ perception of the strength of the Mddld's brand. Under the terms of the
MFAs, we are required to assist McDonald’s withtpoting its intellectual property rights in the fimries. Nevertheless, any failure by

McDonald’s to protect its proprietary rights in therritories or elsewhere could harm its brand iepaghich could affect our competitive position
and our results of operations.
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Under the MFAs, we may use, and grant rights todinégsees to use, McDonald's intellectual propemntgannection with the development,
operation, promotion, marketing and managementuofestaurants. McDonald’s has reserved the righte, or grant licenses to use, its
intellectual property in Latin America and the @éean for all other purposes, including to selbnpote or license the sale of products using its
intellectual property. If we or McDonald'’s fail tdentify unauthorized filings of McDonald’s traderka and imitations thereof, and we or
McDonald’s do not adequately protect McDonald'slenmarks and copyrights, the infringement of McDdisintellectual property rights by othe
may cause harm to McDonald’s brand image and deerear sales.

Any tax increase or change in tax legislation magheersely affect our results of operations.

Since we conduct our business in many countriésiim America and the Caribbean, we are subjetiiécapplication of multiple tax laws and
multinational tax conventions. Our effective tatertherefore depends on these tax laws and mudiivettax conventions, as well as on the
effectiveness of our tax planning abilities. Owrdme tax position and effective tax rate is sulfeemncertainty as our income tax position for each
year depends on the profitability of Compawperated restaurants and on the profitability afifhised restaurants operated by our franchisdag
jurisdictions that levy a broad range of incomerates. It is also dependent on changes in thatialuof deferred tax assets and liabilities,
impact of various accounting rules, changes toethekes and tax laws and examinations by variouatighorities. If our actual tax rate differs
significantly from our estimated tax rate, this lkbbbave a material impact on our financial condititn addition, any increase in the rates of taxes,
such as income taxes, excise taxes, value addes, taxport and export duties, and tariff barriererthanced economic protectionism could
negatively affect our business. Fiscal measuraddhget either QSRs or any of our products coldd be taken.

We cannot assure you that any governmental awhiardny country in which we operate will not inase taxes or impose new taxes on our
operations or products in the future.

Tax assessments in any of the jurisdictions in winiwe operate may negatively affect our business aggllts of operations.

As part of the ordinary course of business, wesalgect to inspections by federal, municipal ardiestax authorities in Latin America. These
inspections may generate tax assessments whicéndieyy on their results, may have an adverse effecur financial results. See “ltem 8.
Financial Information—A. Consolidated Statementd @ther Financial Information—Legal Proceedings.”

Litigation and other pressure tactics could expasar business to financial and reputational risk.

Given that we conduct our business in many cows)trie may be subject to multi-jurisdictional prizg@nd governmental lawsuits, including
but not limited to lawsuits relating to labor and@oyment practices, taxes, trade and businessiggacfranchising, intellectual property,
consumer, real property, landlord tenant, enviramadeadvertising, nutrition and antitrust matténsthe past, QSR chains have been subject to
class-action lawsuits claiming that their food prots and promotional strategies have contributedembesity of some customers. We cannot
guarantee that we will not be subject to thesesyfdawsuits in the future. We may also be thgatof pressure tactics such as strikes, boycotts
and negative publicity from government officialappliers, distributors, employees, unions, spentakest groups and customers that may
negatively affect our reputation.

Information technology system failures or interrujsins or breaches of our network security may intept our operations, subject us to
increased operating costs and expose us to litigati

We rely heavily on our computer systems and netwdristructure across our operations including,rmi limited to, point-ofsale processir
at our restaurants. As of the date of this anredmt, we have not experienced any information régggoroblems. However, despite our
implementation of security measures and contr@shovide reasonable assurance regarding ourisepasture, there remains the risk that our
technology systems are vulnerable to damage, dligadyi failures due to physical theft, fire, powless, telecommunications failure or other
catastrophic events, as well as from internal attéreal security breaches, denial of service attagkuses, worms and other disruptive problems
caused by hackers. If our technology systems veef&ilt and we were unable to recover in a timesyywe could experience an interruption in our
operations which could have a material adverseeffie our financial condition and results of opierad.

20




Table of Contents
Certain Factors Relating to Our Industry
The food services industry is intensely competitarel we may not be able to continue to compete sastully.

Although competitive conditions in the QSR industeyy in each of the countries in which we conduat operations, we compete with many
well-established restaurant companies on priceydirmage, quality, sales promotions, new produgelbgment and restaurant locations. Since the
restaurant industry has few barriers to entry,ammpetitors are diverse and range from nationaligednational restaurant chains to individual,
local restaurant operators. Our largest competitmiside Burger King, Yum! Brands (which operatds@restaurants and Pizza Hut and Pizza Hut
Express restaurants) and Subway. In Brazil, we @sapete with Habib’s, a Brazilian QSR chain tloaiises on Middle Eastern food, and Bob's, a
primarily Brazilian QSR chain that focuses on hamgeu product offerings. We also face strong contipetifrom street vendors of limited product
offerings, including hamburgers, hot dogs, pizzas @ther local food items. We expect competitiomtwease as our competitors continue to
expand their operations, introduce new productsagyaplessively market their brands.

If any of our competitors offers products that begter priced or more appealing to the tastes e$@mers, increases its number of restaurants,
obtains more desirable restaurant locations, pesvidore attractive financial incentives to managgrmersonnel, franchisees or hourly employees
or has more effective marketing initiatives thandeein any of the markets in which we operate, thigld have a material adverse effect on our
results of operations.

Increases in commodity prices or other operatingstocould harm our operating results.

Food and paper costs represented 34.1% of oureatahues in 2014, and we import approximately 28%ur food and paper raw materials
(excluding toys) and 100% of our Happy Meal toy® Wly on, among other commodities, beef, chickeoduce, dairy mixes, beverages and
toppings. The cost of food and supplies dependsegaral factors, including global supply and demaesv product offerings, weather conditions,
fluctuations in energy costs and tax incentivdspfalvhich makes us susceptible to substantialepaied currency fluctuations and other increased
operating costs. Due to the competitive naturdefrestaurant industry, we may be unable to passased operating costs on to our customers,
which could have an adverse effect on our restiltgperations.

Demand for our products may decrease due to chanigesonsumer preferences or other factors.

Our competitive position depends on our continugtitya to offer items that have a strong appeatéasumers. If consumer dining preferences
change due to dietary inclinations and our consarbegin to seek out alternative restaurant optiemsfinancial results might be adversely
affected. In addition, negative publicity surroumgliour products could also materially affect ousibass and results of operations.

Our success in responding to consumer demands diepepart on our ability to anticipate consumef@rences and introduce new items to
address these preferences in a timely fashion.

Our business activity may be negatively affecteddisruptions, catastrophic events or health pandemi

Unpredictable events beyond our control, includirag, terrorist activities, political and social est and natural disasters, could disrupt our
operations and those of our franchisees, suppliecsistomers, have a negative effect on consunegrdépg or result in political or economic
instability. These events could reduce demand diopooducts or make it difficult to ensure the regsupply of products through our distribution
chain.

In addition, incidents of health pandemics, foodrgoillnesses or food tampering could reduce dalesrr restaurants. Widespread illnesses
such as avian influenza, the H1N1 influenza viaesspli, bovine spongiform encephalopathy (or “mad’tdisease), hepatitis A or salmonella cc
cause customers to avoid meat or fish productseample, the HIN1 influenza virus outbreak in Atiga and Mexico in 2009 significantly
impacted our sales in those countries. Furthernmaneteliance on third-party food suppliers andribsitors increases the risk of food-borne iliness
incidents being caused by third-party food supplard distributors who operate outside of our @bmind/or multiple locations being affected
rather than a single restaurant. Media reportsafth pandemics or food-borne ilinesses foundéngegmneral public or in any QSR could
dramatically affect restaurant sales in one ors\@untries in which we operate, or could forsgaitemporarily close an undetermined numb
restaurants. As a restaurant company, we dependrmumer confidence in the quality and safety offoad. Any illness or death related to food
that we serve could substantially harm our opemati®Vhile we maintain
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extremely high standards for the quality of ourdg@uoducts and dedicate substantial resourcesstretthat these standards are met, the spread of
these illnesses is often beyond our control andammot assure you that new illnesses resistamtyt@ecautions we may take will not develop in
the future.

In addition, our industry has long been subje¢h#othreat of food tampering by suppliers, emplsy&ecustomers, such as the addition of
foreign objects to the food that we sell. Repastisether true or not, of injuries caused by foodgaring have in the past negatively affected the
reputations of QSR chains and could affect userftiture. Instances of food tampering, even thaseming solely at competitor restaurants could,
by causing negative publicity about the restauirsahiistry, adversely affect our sales on a locajiomal, national or systemwide basis. A decrea
customer traffic as a result of public health conser negative publicity could materially affectrdusiness, results of operations and financial
condition.

Restrictions on promotions and advertisements diegtat families with children and regulations regding the nutritional content of
children’s meals may harm McDonald’s brand image éuwour results of operations.

A significant portion of our business depends onatility to make our product offerings appealingdmilies with children. Argentina, Braz
Chile, Colombia, Ecuador, Mexico, Peru and Urugamgy/considering imposing restrictions on the wayshich we market our products, including
proposals restricting our ability to advertise dikgto children through the use of toys and td tsis in conjunction with food.

In June 2012, Chile passed a law banning the iiwiu toys in children’s meals with certain nutital characteristics. This law will be
enforced once the Chilean regulatory authority getdimits for nutritional content of food, whigh still pending. The ban in Chile also restricts
advertisements to children under the age of 14ill&drrently under discussion proposes to restibtertisements on television and radio between
6:00 P.M. and 10:00 P.M. This bill will affect foguioducts that exceed the limits of nutrient contat by the Chilean authorities. While it is
difficult to predict how the Chilean authoritiesldetermine the scope of the law, we currentlyndo expect that these Chilean regulations will
have a material impact on our consolidated results.

Similar to law in Chile, Peru passed a law in 2@d8ricting our ability to advertise our food tdldren under the age of 16 and banning the
inclusion of toys in children’s meals. However, tae will not be enforced until the Peruvian redatsg authorities issue regulations to determine
the scope of the law. Such regulations have nobget issued. While it is difficult to predict hele Peruvian authorities will enforce or interpret
this law, we currently do not expect that the lailV have a material impact on our consolidated itssu

Since 2014, the Mexican Ministry of Health empovdettee Federal Commission for Prevention of SaniRisks (COFEPRIS) to regulate
advertising directed at families with children. @pril 15, 2014, COFEPRIS issued certain regulatiwhgch establish the maximum contents of
sodium and sugars that every meal advertised tdrehion television and in cinemas may contairkébruary of 2015, COFEPRIS ordered us to
stop advertising Happy Meals on television untildigclosed all the nutritional information for Haphleals to COFEPRIS. We provided this
information to COFEPRIS and in March 2015, an age® was reached permitting us to advertise Hapegl$/that do not contain french fries.

In Brazil, the Federal Prosecutor’s Office filedtsn 2009 seeking to enjoin various QSRs, inclgdirs, from selling toys. The Lower Federal
Court in Sdo Paulo ruled that the lawsuit was witherit. The Prosecutor’s Office filed an appegdiast this decision, which will be adjudicated
by the Regional Federal Court in Sdo Paulo. Ahiefdate of this annual report, this appeal istiiding and the outcome remains uncertain. In
addition, the number of proposed laws seeking $trict the sale of toys with meals increased sigaiftly in Brazil at the federal, state and
municipal levels. In April 2013, a consumer proi@etagency in Brazil fined us $1.6 million for alfadvertising campaign relating to our offel
of meals with toys from the motion pictubeatar. We filed a lawsuit seeking to annul the fine. Thsver Civil Court granted an injunction,
suspending the fine. The consumer protection agsabgequently appealed and the Appellate CourPulo upheld the decision. The lower
court ruled there was no basis for the suit andctimsumer protection agency appealed this deci$ioa Lower Court ruled the case groundless and
the consumer protection agency appealed this dacighs of the date of this annual report, thisesbjps still pending and the outcome remains
uncertain. Although similar fines relating to own@nt and previous advertising campaigns involthrgsale of toys may be possible in the future,
as of the date of this annual report, we are unawhany other such fines.
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Certain jurisdictions in the United States are algnsidering curtailing or have curtailed food ileta’ ability to sell meals to children
including free toys if these meals do not meetadenutritional criteria. Similar restrictions,ithposed in the Territories, may have a negative
impact on our results of operations. In genergylaory developments that adversely impact ouitald promote and advertise our business and
communicate effectively with our target customersluding restrictions on the use of licensed cbtas, may have a negative impact on our re
of operations.

Environmental laws and regulations may affect ouusiness.

We are subject to various environmental laws agdletions. These laws and regulations govern, anotimgy things, discharges of pollutants
into the air and water and the presence, handiilgase and disposal of and exposure to, hazasitussances. These laws and regulations provide
for significant fines and penalties for noncomptianThird parties may also assert personal inpngperty damage or other claims against owners
or operators of properties associated with rele§ser actual or alleged exposure to, hazardoustanbes at, on or from our properties.

Liability from environmental conditions relating pwior, existing or future restaurants or restatisies, including franchised restaurant sites,
may have a material adverse effect on us. Moredheradoption of new or more stringent environmidatas or regulations could result in a
material environmental liability to us.

We may be adversely affected by legal actionsnetaor damaging publicity with respect to our busgse

We could be adversely affected by legal actionsdaichs brought by consumers or regulatory autiesrin relation to the quality of our
products and eventual health problems or otheremprences caused by our products or by any ofitigriedients. We could also be affected by
legal actions and claims brought against us fodpcts made in a jurisdiction outside the jurisdic where we are operating. An array of legal
actions, claims or damaging publicity may affect mputation as well as have a material adverseefin our revenues and businesses.

Similarly, adverse publicity about us or our braadarding health concerns, legal or regulatory @edings, perceptions of the QSR category,
management or suppliers whether or not deserved] gmopardize our reputation. In recent yearsutbe of social media as a complaint mechanism
has increased substantially. Negative posts or camsrabout us on any social media forum could famreputation. Damage to our reputation or
loss of consumer confidence in our products for@ityese reasons could adversely affect our basjmesults of operations, cash flows and
financial condition, as well as require resourcesebuild our reputation.

Certain Factors Relating to Latin America and the Garibbean
Our business is subject to the risks generally asated with international business operations.

We engage in business activities throughout LatimAca and the Caribbean. In 2014, 80.3% of ouenaes were derived from Brazil,
Argentina, Mexico, Puerto Rico and Venezuela. Assailt, our business is and will continue to bgettito the risks generally associated with
international business operations, including:

« governmental regulations applicable to food ses/mgerations;

« changes in social, political and economic condgjon

« transportation delays;

« power, water and other utility shutdowns or shatag

« limitations on foreign investment;

« restrictions on currency convertibility and voldgilof foreign exchange markets;

« inflation;

« import-export quotas and restrictions on importatio
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« changes in local labor conditions;
« changes in tax and other laws and regulations;
« expropriation and nationalization of our asseta particular jurisdiction; and
« restrictions on repatriation of dividends or prefit

Some of the Territories have been subject to sacidlpolitical instability in the past, and intetions in operations could occur in the future.
Our business, financial condition and results adfrafions could be adversely affected by any ofahegoing factors.

For example, we have been and continue to be iragdmt developments in Venezuela, including theiggmt devaluations of the
Venezuelarbolivarthat occurred in 2010, 2013 and 2014 and the aroeznents made in February 2015 relating to thedareurrency exchange
regime. The SIMADI exchange rate as of April 2712@vas 197.660livaresper U.S. dollar, up from the initial rate of 17090®livaresper U.S.
dollar. The political and economic conditions innféeuela remain unstable, with the economy beingidered hyperinflationary under U.S. GAAP
since 2010. Going forward, we cannot predict witl eertainty whether additional government actiamsluding in the form of further currency
devaluations, continued worsening import authoidratontrols, foreign exchange, price or profit wols, expropriation or other forms of
government takeovers, will occur. The continuatiorleterioration of the challenging political armbeomic conditions in Venezuela could have
further adverse impacts on our business, resultpefations and financial condition.

Changes in governmental policies in the Territoriesuld adversely affect our business, results oérgiions, financial condition and
prospects.

Governments throughout Latin America and the Cadiobhave exercised, and continue to exercise fisigmii influence over the economies
their respective countries. Accordingly, the goweemtal actions, political developments, regulatomyd legal changes or administrative practices in
the Territories concerning the economy in genamdlthe food services industry in particular coudardn a significant impact on us. We cannot
assure you that changes in the governmental pslidiehe Territories will not adversely affect dwrsiness, results of operations, financial cond
and prospects.

An economic downturn in Latin America and the Catilean could have a significant impact on our operagiresults.

The success of our business is dependent on disw@gt consumer spending, which is influenced hyegal economic conditions, consumer
confidence and the availability of discretionargame. Any prolonged economic downturn could reisudt decline in discretionary consumer
spending. This may reduce the number of consumieosare willing and able to dine in our restauraotg;onsumers may make more value-driven
and price-sensitive purchasing choices, eschewingare menu items for our entry level food optidi& may also be unable to increase prices of
our menu items, which may negatively affect ouaficial condition.

In addition, a prolonged economic downturn may leskligher interest rates, significant changesérate of inflation or an inability to access
capital on acceptable terms. Our suppliers coufsteence cash flow problems, credit defaults oepfimancial hardships. If our franchisees cannot
adequately access the financial resources requaregen new restaurants, this could have a matffidt on our growth strategy.

Inflation and government measures to curb inflatiamay adversely affect the economies in the courgnehere we operate, our business and
results of operations.

Many of the countries in which we operate have grpeed, or are currently experiencing, high ratesflation. In particular, Venezuela has
been considered hyperinflationary under U.S. GARRes2010. Although inflation rates in many of titer countries in which we operate have
been relatively low in the recent past, we cansetiee you that this trend will continue. The measudiaken by the governments of these countr
control inflation have often included maintainingight monetary policy with high interest ratesriby restricting the availability of credit and
retarding economic growth. Inflation, measuresambat inflation and public speculation about pdss#ulditional actions have also contributed
materially to economic uncertainty in many of thesantries and to heightened volatility in theicsgéties markets. Periods of higher inflation may
also slow the
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growth rate of local economies that could leacettuced demand for our core products and decreates] mflation is also likely to increase some
of our costs and expenses, which we may not betalfidly pass on to our customers, which couldeadely affect our operating margins and
operating income.

Exchange rate fluctuations against the U.S. dollar the countries in which we operate could negativaffect our results of operations.

We are exposed to exchange rate risk in relatidghedJnited States dollar. While substantiallycdlbur income is denominated in the local
currencies of the countries in which we operate sopply chain management involves the importadibwarious products, and some of our impt
as well as some of our capital expenditures, anemdénated in U.S. dollars. In addition, our roygigyments to McDonald’s are also denominated
in U.S. dollars. As a result, any decrease in tileevof the local currencies of the countries iriclvtwe operate as compared to the U.S. dollar will
increase our costs. In addition, 61.2% of our amding long-term debt was denominated in U.S. doba of December 31, 2014. Although we
maintain a hedging strategy to attempt to mitigatee of our exchange rate risk, our hedging styatesy not be successful or may not fully offset
our losses relating to exchange rate fluctuations.

As a result, fluctuations in the value of the WBllar with respect to the various currencies ef¢buntries in which we operate or in U.S.
dollar interest rates could adversely impact onrairincome, results of operations and financialtion.

Price controls and other similar regulations in c&in countries, have affected and may continue fifeat our results of operations.

Certain countries in which we conduct operationgehieposed price controls that restrict our ahilégd the ability of our franchisees, to
adjust the prices of our products. This places dwavd pressure on the prices at which our produetsald and may limit the growth of our
revenue. We cannot assure you that the negatigetefbf the previously imposed price controls wilt continue into the future, or that new
controls will not be imposed. Our inability to casitthe prices of our products could have an adveffect on our results of operations.

For example, the Venezuelan market is subjectite wontrols which limits our ability to increaseges to offset the impact of continuing h
inflation on product, labor and other operatingtso$he Venezuelan government issued a regulasimbkshing a maximum profit margin for
companies and maximum prices for certain goodssandces. Although we managed to navigate the negimpact of this regulation on our
operations during 2014, the existence of such kEvesregulations continues to present a risk tdbasmess. These regulations caused a delay |
pricing plan but we still managed to increase @ridering fiscal year 2014. We continue to closebnitor developments in this dynamic
environment.

Moreover, in November 2013, the Venezuelan goventritrgough Presidential Decree No. 602 establish&dnsitional protection regime for
tenants of property used for commercial, industiigbroduction activities, which regulates the iegselations and stipulates that the price of the
monthly rent may not exceed an amount equal tob2fi®ares per square meter. On May 23, 2014, égslation was repealed and replaced with a
new decree (decree N° 929). The new legal regitabkshes three different methods to determineaedtincludes several regulations that limit
the contractual freedom of the parties, settingn@nthly rental limits and rent review criteria. Tiew regulation also contains additional
prohibitions on commercial rent contracts in angrency other thabolivares, private arbitration for the resolution of confidoetween the parties
and foreign companies administering commercial. fEnése new regulations resulted in a decreassvenues from franchised restaurants, higher
than the decrease in rental expense related tG@mpany-operated restaurants. However, on Augu B4, after our direct request to the
government that the new regulations not apply tofi@nchisee rental agreements, one of the govertahagencies in charge of implementation
decided that such regulation would not apply torental agreements with franchisees. Thereforeaneén the process of normalizing our rental
collections from franchised restaurants pursuaetith respective agreement.

See “Item 4. Information on the Company—B. Busin@ssrview—Regulation.”In May 2014 the Law for the Regulation of Real Estaeas
for Commercial Use was enacted (the “Commerciakesd.aw”).

In addition, in September 2014, Argentina passgdafv No. 26,991, the “New Regulation on Produestamd Consumption Relationships

Act”, which reformed a 1974 Act (Law on Supply od@ils and Services); and (ii) Law No. 26,992, theedfion of the Observatory of Prices and
Availability of Inputs, Goods and Services Act.”
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The New Regulation on Production and Consumptidati@ships Act empowers the Secretary of Commercamong others, establish
profit margins and set price levels (setting maximminimum and benchmark prices); issue regulatmmsommerce, intermediation, distribution
or production of goods and services; impose théimoance of production, industrialization, commaliziation, transport, distribution or rendering
of services or impose the production of goods atdsbsidies. In addition, pursuant to the Act,3keretary of Commerce is entitled to impose
certain penalties for failure to comply with thetAiocluding fines and temporary closure of bussess

The Creation of the Observatory of Prices and Anndlity of Inputs, Goods and Services Act createéeichnical agency under the Secretary of
Commerce, the Observatory of Prices and Availahbdftinputs, Goods and Services to control andesgatize prices and availability of inputs,
goods and services produced, traded or render&yantina. We are currently evaluating the efféloese new Argentine laws will have on our
business.

We could be subject to expropriation or nationaltizan of our assets and government interference wathr business in certain countries in
which we operate.

We face a risk of expropriation or nationalizatafrour assets and government interference withhasiness in several of the countries in
which we do business. These risks are particuirlite in Venezuela. The current Venezuelan govarhhes promoted a model of increased state
participation in the economy through welfare progsaexchange and price controls and the promofistate-owned companies. We can provide
no assurance that Company-operated or franchiséalrants will not be threatened with expropriaod that our operations will not be
transformed into state-owned enterprises. In aafdithe Venezuelan government may pass laws, oalesgulations which may directly or
indirectly interfere with our ability to operaterdousiness in Venezuela which could result in aemiatbreach of the MFAs, in particular if we are
unable to comply with McDonalds’ operations systemd standards. A material breach of the MFAs wéniddier McDonalds option to acquire o
non-public shares or our interests in Venezuela."SeCertain Factors Relating to Our Business—McDd'sahas the right to acquire all or
portions of our business upon the occurrence déiteevents and, in the case of a material bre&tiedVFAs, may acquire our non-public shares
or our interests in one or more Territories at 8ifheir fair market value.”

We are subject to significant foreign currency exafige controls and depreciation in certain countrieswhich we operate.

Certain Latin American economies have experienbedtages in foreign currency reserves and theprerettve governments have adopted
restrictions on the ability to transfer funds ofitree country and convert local currencies into.W&lars. This may increase our costs and limit ou
ability to convert local currency into U.S. dollansd transfer funds out of certain countries, idicig for the purchase of dollar-denominated inputs,
the payment of dividends or the payment of inteoegtrincipal on our outstanding debt. In the ewbat any of our subsidiaries are unable to
transfer funds to us due to currency restrictioresare responsible for any resulting shortfall.

In 2014, our operating subsidiaries in Venezugtaegented 5.1% of our total revenues. Exchange saitg controls currently in place in
Venezuela are described under “—A. Selected FimaData—Exchange Rates and Exchange Controls—VelezThere are uncertainties
regarding the liquidity of the exchange systemsaundability to access U.S. dollars through the ma@isms currently in place in Venezuela. In
addition, there are also uncertainties regardiegrtipact successive foreign exchange controls doave on the Venezuelan economy and the
complementary regulations the Venezuelan governgmiit issue in the near future. As a result, tliarebe no assurance that such measures will
not impair the ability of our Venezuelan operatsufpsidiaries to convert local currency into U.Slatde, which could result in foreign currency
exchange losses that could have a material adeéfiesgt on our results of operations.

In March 2014, we changed the rate applicabledoraasurement purposes in Venezuela to SICAD. Pursuthis change, we recognized (i)
a foreign currency exchange loss of $19.7 millianluding a related party receivable denominatedolfvares, and (ii) a write down of certain
inventories of $7.6 million within “Other operatirxpenses, net”, due to the currency exchangehatege impact on their net recoverable value.
See “Item 5. Operating and Financial Review angpeots—A. Operating Results—Principal Income Statgrhine ltems—Foreign Currency
Translation.”
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In June 2014, due to our lack of access to the Bl@Action system and our ability to settle transastat the SICAD Il rate, we adopted the
SICAD Il exchange rate for remeasurement purpos&enezuela. As a result of the exchange rate éhtm§ICAD II, we recognized (i) a foreign
currency exchange loss of $39.0 million, includingelated party receivable denominatetidgfivares, (ii) a write down of certain inventories of
$9.9 million due to the currency exchange rate ghampact on their net recoverable value andgiijmpairment of londived assets amounting
$45.2 million within “Other operating expenses,.h8ee “ltem 5. Operating and Financial Review Bndspects—A. Operating Results—Principal
Income Statement Line Items—Foreign Currency Tititsl.”

In 2014, our subsidiaries in Argentina represed®&d% of our total revenues. Since 2001, Argertimatightened restrictions on capital flows
and imposed exchange controls. Exchange contrilatéens impact our ability to transfer funds ddesof Argentina and may prevent or delay
payments that our Argentine subsidiaries are reduim make outside Argentina. In particular, retjoies issued by the Central Bank of Argentina
currently in place do not grant non-debtors, suchrey Argentine subsidiary guarantor, access téotteign exchange market for the purpose of
transferring currency outside Argentina in ordemiake payments under any subsidiary guaranteeegréytit.

The devaluation of the Argentipesoduring 2014 has had a negative impact on the wlfiArgentine businesses and the national and
provincial governments to honor their foreign camg denominated debt, has led to higher inflatarels and, significantly reduced real wages,
has had a negative impact on businesses whosessusaependent on domestic market demand andissipplyable in foreign currency.

We are subject to exchange control regulationsrgeAtina, which may restrict our ability to convietal currencies into foreign currencies
and carry out other foreign exchange transactiBosexample, since 2001, Argentina has imposedangdh controls and transfer restrictions
substantially limiting the ability of companiesritain foreign currency or make payments outsidgeAtina. Since 2011, the Argentine government
has implemented certain additional measures thataand restrict the ability of companies andwitlials to exchange Argentimpesosfor
foreign currencies and carry out other foreign exgfe transactions. Those measures include, ambagtbtngs, the requirement of prior approval
from the Argentine tax authority to carry out certioreign currency transactions, which could dekayd eventually restrict, our ability to exchange
Argentinepesodor other currencies, such as U.S. dollars. Furthere are certain restrictions that currentlyhapp local residents for the
acquisition of any foreign currency for holdingash within Argentina. In this regard (i) naturatgons are authorized to purchase foreign curl
for such purpose, but only in an amount approvethbyArgentine tax authority; and (ii) legal pers@me not granted access to the foreign excl
market for the acquisition of foreign currency fmiding as cash within Argentina.

Communication “A” 5237 issued by the Central Bafldggentina set forth new rules regarding the reptibn of foreign direct investments.
Communication “A” 5245 and AFIP General Resolutidm 3421 (2012) require all banks and foreign ergleahouses to register every sale and
certain purchase of foreign currency, whether bynmahor a legal entity, through an online systeimmistered by the Argentine tax authority.
Purchases of foreign currency by local residentstfe formation of offshore assets require pricdhartization from the Argentine tax authority (as
explained above, the Argentine tax authority appsathe amount of foreign currency for such purpdsassiocal residents who are natural persons
are entitled to purchase). If such a transactida fa clear, the purchaser will not be able to ptete the transaction and may make a claim at the
AFIP’s offices to obtain authorization to compléte transaction.

The Argentine government may tighten exchange otar transfer restrictions in the future to preveapital flight, counter a significant
depreciation of the Argentin@esoor address other unforeseen circumstances.

There can be no assurance that the Central Bavikridzuela, the Central Bank of Argentina or ottmregnment agencies will not increase
existing controls or restrictions, establish mareese restrictions on currency exchange, paymerftaeign creditors or providers, dividend
payments to foreign shareholders or require piidh@ization for such purposes. As a result, ifare further prohibited from transferring funds out
of Venezuela and/or Argentina, or if we become ectijo similar restrictions in other countries ihigh we operate, our results of operations and
financial condition could be materially adverseffeated.

27




Table of Contents
If we fail to comply with or become subject to maveerous government regulations, our business coblladversely affected.

We are subject to various federal, state and mpatitaws and regulations in the countries in whighoperate, including those related to the
food services industry, health and safety standargsortation of goods and services, marketing naanotional activities, nutritional labeling,
zoning and land use, environmental standards amsliocer protection. We strive to abide by and mairdampliance with these laws and
regulations. The imposition of new laws or regaas, including potential trade barriers, may insesaur operating costs or impose restrictions on
our operations, which could have an adverse impactur financial condition.

For example, Argentine regulations require us ekgeermission from the Argentine authorities inasrth import goods and to file a statement
with the Argentine authorities prior to renderireg\sces to, or receiving services from, foreigndests if the services are valued above a threshold
amount. These regulations may prevent or delayetbeipt of goods or services that we require faraperations, or increase the costs associated
with obtaining those goods and services, and tbhezdfave an adverse impact on our business, redudfgerations or financial condition.
Additionally, Venezuela recently enacted a Fordigrestments Law that increases requirements arithtions for the transfer of dividends and
repatriation of foreign investments.

Regulations governing the food services industmelzecome more restrictive. We cannot assure yatuntw and stricter standards will no
adopted or become applicable to us, or that stricterpretations of existing laws and regulatianl not occur. Any of these events may require us
to spend additional funds to gain compliance whghnew rules, if possible, and therefore increaseost of operation.

Certain Factors Relating to Our Class A Shares

Mr. Staton, our Chairman and CEO, controls all maits submitted to a shareholder vote, which will itrgour ability to influence corporate
activities and may adversely affect the market prif our class A shares.

Mr. Staton, our Chairman and CEO, owns or conttolmmon stock representing 39.9% and 76.2%, resgdctiof our economic and voting
interests. As a result, Mr. Staton is and will béeao strongly influence or effectively controktklection of our directors, determine the outcafe
substantially all actions requiring shareholderrappl and shape our corporate and managementgmlithe MFAS’ requirement that Mr. Staton at
all times hold at least 51% of our voting interditsly will have the effect of preventing a charigecontrol of us and discouraging others from
making tender offers for our shares, which couklpnt shareholders from receiving a premium foir $teares. Moreover, this concentration of
share ownership may make it difficult for shareleotdto replace management and may adversely #ffettading price for our class A shares
because investors often perceive disadvantagesring shares in companies with controlling shareééis. This concentration of control could be
disadvantageous to other shareholders with intedéferent from those of Mr. Staton and the trgdimice of our class A shares could be adversely
affected. See “ltem 7. Major Shareholders and RdlBarty TransactiorsA. Major Shareholders” for a more detailed des@ipbf our share
ownership.

Furthermore, the MFAs contemplate instances wharBdviald’s could be entitled to purchase the shafédscos Dorados Holdings Inc. held
by Mr. Staton. However, our publicly-held classi#ages will not be similarly subject to acquisitiop McDonald's.

Sales of substantial amounts of our class A shaireshe public market, or the perception that thesales may occur, could cause the market
price of our class A shares to decline.

Sales of substantial amounts of our class A share public market, or the perception that thesles may occur, could cause the market
price of our Class A shares to decline. This caldd impair our ability to raise additional capialough the sale of our equity securities. Undei
articles of association, we are authorized to isguto 420,000,000 class A shares, of which 13Q(¥class A shares were outstanding as of
December 31, 2014. We cannot predict the sizetafdluissuances of our shares or the effect, if #rat,future sales and issuances of shares would
have on the market price of our class A shares.
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As a foreign private issuer, we are permitted tadave will, rely on exemptions from certain NYSErporate governance standards applica
to U.S. issuers, including the requirement that aajuarity of an issuer’s directors consist of indepeent directors. This may afford less
protection to holders of our Class A shares.

Section 303A of the NYSE Listed Company Manual metpulisted companies to have, among other thiagsajority of their board members
be independent, and to have independent directnsight of executive compensation, nomination ofators and corporate governance matter:
a foreign private issuer, however, we are permiibeénd we will, follow home country practice iad of the above requirements. British Virgin
Islands law, the law of our country of incorporaticloes not require a majority of our board to &iref independent directors or the
implementation of a nominating and corporate gozece committee, and our board may thus not inclodclude fewer, independent directors
than would be required if we were subject to tHe$&E requirements. Since a majority of our boardicéctors may not consist of independent
directors as long as we rely on the foreign privsseer exemption to these NYSE requirements, oardds approach may, therefore, be different
from that of a board with a majority of independdiméctors, and as a result, the management o rsiggur Company may be more limited tha
we were subject to these NYSE requirements.

Certain Risks Relating to Investing in a British Virgin Islands Company

We are a British Virgin Islands company and it mdoe difficult for you to obtain or enforce judgmentsgainst us or our executive officers
and directors in the United States.

We are incorporated under the laws of the Britiglyiv Islands. Most of our assets are located dettfie United States. Furthermore, most of
our directors and officers reside outside the Wh&tates, and most of their assets are locatedleutse United States. As a result, you may find it
difficult to effect service of process within thenited States upon these persons or to enforcedeutsé United States judgments obtained agair
or these persons in U.S. courts, including judgménactions predicated upon the civil liabilityopisions of the U.S. federal securities laws.
Likewise, it may also be difficult for you to enfmrin U.S. courts judgments obtained against tisese persons in courts located in jurisdictions
outside the United States, including actions piaeit upon the civil liability provisions of the U federal securities laws. It may also be difficult
for an investor to bring an action in a British §it Islands court predicated upon the civil lidlilprovisions of the U.S. federal securities laws
against us or these persons.

As there is no treaty in force on the reciprocabgmition and enforcement of judgments in civil @ednmercial matters between the United
States and the British Virgin Islands, courts ie British Virgin Islands will not automatically regnize and enforce a final judgment rendered by a
U.S. court.

Any final and conclusive monetary judgment obtaiagdinst us in U.S. courts, for a definite sum, meyreated by the courts of the British
Virgin Islands as a cause of action in itself sat tho retrial of the issue would be necessary,igealthat in respect of the U.S. judgment:

« the U.S. court issuing the judgment had jurisditiiothe matter and we either submitted to sudkdistion or were resident or carrying
on business within such jurisdiction and were diglywved with proces

« the judgment given by the U.S. court was not ippees of penalties, taxes, fines or similar fisaatevenue obligations of ours;
« in obtaining judgment there was no fraud on the pithe person in whose favor judgment was givearothe part of the court;
« recognition or enforcement of the judgment in thigig€h Virgin Islands would not be contrary to pigbolicy; and

« the proceedings pursuant to which judgment weraiodtl were not contrary to public policy.

Under our articles of association, we indemnify &ottl our directors harmless against all claims suits brought against them, subject to
limited exceptions.
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You may have more difficulty protecting your intes&s than you would as a shareholder of a U.S. cogimn.

Our affairs are governed by the provisions of oemmrandum of association and articles of associati® amended and restated from time to
time, and by the provisions of applicable Britisingih Islands law. The rights of our shareholderd the responsibilities of our directors and
officers under the British Virgin Islands law arnéferent from those applicable to a corporationoirmorated in the United States. There may be less
publicly available information about us than isukegly published by or about U.S. issuers. Alse, British Virgin Islands regulations governing
securities of British Virgin Islands companies nmg be as extensive as those in effect in the dr8tates, and the British Virgin Islands law and
regulations in respect of corporate governancearsathay not be as protective of minority sharehrslds state corporation laws in the United
States. Therefore, you may have more difficultytgeting your interests in connection with acticaisein by our directors and officers or our
principal shareholders than you would as a shadehaf a corporation incorporated in the Unitedé&ta

You may not be able to participate in future equdjferings, and you may not receive any value faghts that we may grant.

Under our memorandum and articles of associatixigtieg shareholders are entitled to preemptivessription rights in the event of capital
increases. However, our articles of association pitsvide that such preemptive subscription riglitsiot apply to certain issuances of securities by
us, including (i) pursuant to any employee comptmisalans; (i) as consideration for (a) any mergensolidation or purchase of assets or (b)
recapitalization or reorganization; (iii) in contiea with a pro rata division of shares or dividengpecie or distribution; or (iv) in a bona fide
public offering that has been registered with tBCS

ITEM 4. INFORMATION ON THE COMPANY
A. History and Development of the Company
Overview

We were incorporated as Arcos Dorados Holdingsdndbecember 9, 2010 under the laws of the Brifiggin Islands as a direct, wholly-
owned subsidiary of Arcos Dorados Limited, the phHolding company for the Arcos Dorados businessD@cember 13, 2010, Arcos Dorados
Limited effected a downstream merger into and wghwith us as the surviving entity. Following therger, we replaced Arcos Dorados Limite
the corporate structure and replicated its goveraatructure.

We are a British Virgin Islands company incorpodatéth limited liability and our affairs are goverth by the provisions of our memorandum
and articles of association, as amended and rddtat®m time to time, and by the provisions of apable British Virgin Islands law, including the
BVI Business Companies Act, 2004, or the BVI Actir@ompany number in the British Virgin Islands&19553. As provided in sub-regulation
4.1 of our memorandum of association, subject tosBrVirgin Islands law, we have full capacitydarry on or undertake any business or activity,
do any act or enter into any transaction and, dehgurposes, full rights, powers and privileges.

Our principal executive offices are located at Ro§aenz Pefia 432, Olivos, Buenos Aires, ArgenBa&36 FFB). Our telephone number at
this address is +54 (11) 4711-2000. Our registefick in the British Virgin Islands is Maples Camate Services (BVI) Limited, Kingston
Chambers, P.O. Box 173, Road Town, Tortola, Britigigin Islands.

Important Events
The Acquisition

McDonald’s Corporation has a longstanding historizatin America and the Caribbean, dating to thenaqpg of its first restaurant in Puerto
Rico in 1967. Since then, McDonald’s expandedrigsence across the region as consumer marketgpaondunities arose, opening its first stores
in Brazil in 1979, in Mexico and Venezuela in 198%l in Argentina in 1986.

We commenced operations on August 3, 2007, asult cégthe Acquisition of McDonald’s LatAm busines&'oods Staton, our Chairman,
CEO and controlling shareholder, was the joint uempartner of McDonald'’s
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Corporation in Argentina for over 20 years priothie Acquisition and also served as President dddfald’s South Latin America division from
2004 until the Acquisition. Our senior managemeatt is comprised of executives who had previousisked in McDonald’s LatAm business or
with Mr. Staton.

We hold our McDonald’s franchise rights pursuantht MFA for all of the Territories except Brazkecuted on August 3, 2007, as amended
and restated on November 10, 2008 and as furthen@aa on August 31, 2010 and June 3, 2011, enitgedy us, our wholly owned subsidiary
Arcos Dorados Codperatieve U.A., Arcos Dorados Bov these two entities together with us colledtivéhe Owner Entities), LatAm, LLC, or the
Master Franchisee, certain subsidiaries of the dtdstanchisee, Los Laureles, Ltd. and McDonaldis ADgust 3, 2007, our subsidiary Arcos
Dourados Comercio de Alimentos Ltda., or the BraziMaster Franchisee, and McDonald’s enteredthigaseparate, but substantially identical,
Brazilian MFA, which w as amended and restated omndxhber 10, 2008. See “Item 10. Additional Inforimat—C. Material Contracts-The
MFAs.”

The Axionlog Split-off

We used to own and operate some of the distribugmners in the Territories, which operations aldted properties we refer to as Axionlog
(formerly known as Axis). Axionlog operated in Argima, Chile, Mexico and Venezuela, and its mairdtparty customers were Sodexho, Eurest,
Sadia, WalMart, Carrefour, Subway and Dairy Qué&ta.effected a split-off of Axionlog to our existispareholders in March 2011. The split-off
was effected through the redemption of 41,882,966es (25,129,780 class A shares and 16,753,186 Blahares). As consideration for the
redemption, the Company transferred to its shadehslits equity interests in the operating subsikeof the Axionlog business totaling a net book
value of $15.4 million and an equity contributitrat was made to the Axionlog holding company amiagrib $29.8 million. The split-off of
Axionlog did not have a material effect on our tesof operations or financial condition. Followitiie split-off, Los Laureles Ltd. acquired the
Axionlog shares held by Gavea Investment AD, LRl imvestment funds controlled by Capital Interoiadl, Inc. and DLJ South American Partt
L.L.C. (through its affiliates).

In 2011, we entered into a master commercial ageeémith Axionlog on arm’s-length terms pursuantaich Axionlog provides us with
distribution services in Argentina, Chile, ColomHiéexico, Uruguay and Venezuela. On November 9120k entered into a revolving loan
agreement with Axionlog B.V. (formerly known as ADistribution B.V.), a holding company of the Arlog business, pursuant to which we
agreed to lend Axionlog the total sum of $12.0ianillat an interest rate of LIBOR plus 6%. This teirg loan facility will mature on November 7,
2016. As of December 31, 2014 and 2013, Axionlod. Bad borrowed $11.5 million and $9.0 million, pestively, from us in connection with this
revolving loan facility. As of March 31, 2015, $5Imillion was outstanding under this loan. See Nigtéo our consolidated financial statement:
details of related party balances and transactiotisAxionlog.

Capital Expenditures and Divestitures

Under the MFAs, we are required to agree with Mc&)dis on a restaurant opening plan and a reinvegtplan for each three-year period
during the term of the MFAs. The restaurant opempilag specifies the number and type of new restasita be opened in the Territories during the
applicable three-year period, while the reinvestnpdemn specifies the amount we must spend reimaginggrading restaurants during the
applicable three-year period. Prior to the exparatdf the then-applicable three-year period we ragste with McDonald’s on a subsequent
restaurant opening plan and reinvestment plarhdrevent we are unable to reach an agreement sequint plans prior to the expiration of the
then-existing plan, the MFAs provide for an autamatcrease of 20% in the required amount of restiments as compared to the thexisting plat
and a number of new restaurants no less than 21t{phedl by a factor that increases each periodrduthe subsequent three-year restaurant
opening plan. We may also propose, subject to Mellbs prior written consent, amendments to any resta@gening plan or reinvestment plai
adapt to changes in economic or political condgion

As part of the reinvestment plan with respect wttiree-year period that commenced on Januaryl¥, 20 must reinvest an aggregate of at
least $180 million in the Territories. In additiome have committed to open 250 new restaurantsgltiie current three-year restaurant opening
plan. We estimate that the cost to comply withr@staurant opening commitments under the MFAs 206dv through 2016 will be between $175
million and $350 million, depending on, among otfeators, the type and location of restaurants penoCurrently, we have submitted to
McDonald’s a proposal for an amendment to the 28046 opening and reinvestment plans, in order jissad
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these plans to the current economic realities ®fdigion. No assurances can be given, howevenvihatill be able to come to an agreement with
McDonald’s on an amendment to these plans.

As a result of our previous reinvestment and reopeplans, property and equipment expenditures $&68.8 million, $313.5 million and
$294.5 million in 2014, 2013 and 2012, respectively2014, we opened 82 restaurants, reimaged id6rexrestaurants and opened 9 McCafé
locations and 273 Dessert Centers (see “—B. Busifeerview—Our Operations—McCafé Locations and BesSenters”). In 2013, we opened
130 restaurants, reimaged 38 existing restaurat®pened 20 McCafé locations and 321 Dessert Gemte2012, we opened 130 restaurants,
reimaged 57 existing restaurants and opened 33 fddGeations and 249 Dessert Centers. In 2014, 2083012, we closed 23, 16 and 22
restaurants, respectively.

In addition, outflows related to purchases of neistat businesses paid at acquisition date totdde®ii@illion, $0.3 million and $6.0 million in
2014, 2013 and 2012, respectively.

Proceeds from the sale of property and equipmethsales of restaurant businesses totaled $5.2miffi14.2 million and $6.6 million in 201
2013 and 2012, respectively.

Capital expenditures for 2015 are expected to beden $90.0 million and $120.0 million (includingwklopment and non-development
capital expenditures), considering between 40 &ngrdss restaurant openings. These amounts mayti¢ied according to the results of our
negotiations with McDonald’s to amend the 2014-206@6ning and reinvestment plans.

During the next three years, we plan to monetiztacereal estate assets in our portfolio thategtteer non-core (such as office buildings and
other facilities) or operating assets where theeaignificantly exceeds the operating potentiadhefasset. Our ability to transfer certain af ou
“iconic” properties is subject to McDonald’s priaritten consentWe have many long standing assets across our rédgabhave appreciated due
the significant development around those propertissaddition, we believe that there is an oppaitiuto shift the mix of company-operated and
sub-franchisee operated restaurants to enhandioiglity and consolidated margin.

B. Business Overview
Overview

We are the world’s largest McDonald’s franchise&eims of systemwide sales and number of restagjraotording to McDonald’s,
representing 5.4% of McDonald’s global sales in220/e have the exclusive right to own, operategnadt franchises of McDonald’s restaurants
in 20 countries and territories in Latin Americalahe Caribbean, including Argentina, Aruba, BraCihile, Colombia, Costa Rica, Curagao,
Ecuador, French Guiana, Guadeloupe, Martinique iddeanama, Peru, Puerto Rico, Trinidad and Tobdgmuay, the U.S. Virgin Islands of
Croix and St. Thomas, and Venezuela, which we tefas the Territories. As of December 31, 2014pperated or franchised 2,121 McDonald’s-
branded restaurants, which represented 7.2% of Maldts total franchised restaurants worldwide. @2 and 2013, we accrued $173.7 million
and $188.9 million, respectively, in royalties t@Dbnald’s (not including royalties on behalf of dtanchisees).

We operate in the QSR sub-segment of the fast$egchent of the Latin American and Caribbean foodieeindustry. In Latin America and
the Caribbean, the fast food segment has bendfiietthe region’s increasing modernization, as feapmore densely populated areas adopt
lifestyles that increasingly seek convenience, el value.

We commenced operations on August 3, 2007, asut o¥the Acquisition. We operate McDonald’s-braddestaurants under two different
operating formats, Company-operated restaurantfrandhised restaurants. As of December 31, 20fldyn2,121 McDonald’s-branded
restaurants in the Territories, 1,577 (or 74.3%)en@ompany-operated restaurants and 544 (or 25v&¥e) franchised restaurants. We generate
revenues primarily from two sources: sales by Comgperated restaurants and revenues from franchestalurants that primarily consist of re
income, which is generally based on the greaterftdt fee or a percentage of sales reported mcliaed restaurants. We own the land for 505 of
our restaurants (totaling approximately 1.1 millszuare meters) and the buildings for all but 18wfrestaurants.
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Our business has grown significantly since the Asitian: we have increased our presence in existimdjnew markets in the Territories by
opening a net total of 552 restaurants (674 testhiurants opened, including 496 Company-operatéd a8 franchised, while closing 122), 227
McCafé locations and 1,541 Dessert Centers (seelrdperations—McCafé Locations and Dessert Cerjters”

We divide our operations into four geographicaiglons: Brazil; the Caribbean division, consistafgAruba, Colombia, Curacao, French
Guiana, Guadeloupe, Martinique, Puerto Rico, Tedidnd Tobago, the U.S. Virgin Islands of St. Canid St. Thomas and Venezuela; NOLAD,
consisting of Costa Rica, Mexico and Panama; anmdGlconsisting of Argentina, Chile, Ecuador, Pend &ruguay.

As of December 31, 2014, 40.8% of our restauraet®vwocated in Brazil, 18.1% in SLAD, 24.2% in NORAand 16.9% in the Caribbean
division. We believe our diversified market preseneduces our dependence on any one market argldtalplize the impact of individual
countries’ economic cycles on our revenues. Wedaguour customers by managing operations at tia level, including marketing campaigns
and special offers, menu management and monitetistbmer satisfaction, while leveraging our sizebyducting administrative and strategic
functions at the divisional or corporate levelaapropriate.

See “Item 5. Operating and Financial Review andgpeots—A. Operating Results—Segment Presentatwrd flescription of changes we have
made in the structure of our geographical divisiefisctive January 1, 2013.
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The following table presents certain operating ltssand data by operating segment:

As of and for the Years Ended December 3:
2014 (1) 2013 (1) 2012 (1) 2011 (1) 2010 (2)
(in thousands of U.S. dollars, except percentage

Total Revenues

Brazil $ 1,816,040 $ 1,842,322 $ 1,797,551 $ 1,890,822 $ 1,595,557
Caribbean division(3 594,22( 830,44 754,73( 663,98 260,61
NOLAD 385,11« 407,77. 384,04: 355,26 305,01
SLAD 855,68! 952,76 861,06° 747,57 856,91:
Total 3,651,06! 4,033,31! 3,797,39 3,657,64! 3,018,11

As of and for the Years Ended December 3.
2014 (1) 2013 (1) 2012 (1) 2011 (1) 2010 (2)
(in thousands of U.S. dollars, except percentage

Adjusted EBITDA(4)

Brazil $ 237,69 $ 24595 $ 240,95 $ 289,46 $ 250,60¢
Caribbean division(3 (8,136 67,18( 69,10¢ 53,75¢ 23,55¢
NOLAD 27,70 27,391 26,73¢ 19,55 15,40(
SLAD 87,97¢ 105,49! 93,75¢ 77,21« 83,99¢
Corporate and others (93,56¢) (101,562 (89,996 (100,19 (74,446
Total 251,67- 344,46° 340,56: 339,78t 299,11
Adjusted EBITDA Margin(5)

Brazil 13.1% 13.4% 13.4% 15.2% 15.7%
Caribbean division(3 (1.9 8.1 9.2 8.1 9.C
NOLAD 7.2 6.7 7.C 5Y5 5.C
SLAD 10.2 11.1 10.¢ 10.2 9.8
Total 6.8 815 9.C 9.3 9.¢
Systemwide comparable sales growth(6)( 10.(% 11.2% 9.2% 13.7% 14.%
Brazil 1.8 6.€ 5.2 9.3 17.t
Caribbean divisiol 247 19.€ 13.2 14.5 4.7
NOLAD (4.6 (0.9 4.4 8.5 9.1
SLAD 21.1 20.¢ 19.¢ 30.€ 16.1

(1) Segment information as of and for the years endszbBber 31, 2014, 2013, 2012 and 2011 is preseasstl on the segment structure
prevailing as of and from January 1, 2013. Sees#htation of Financial and Other Information—Opeg@Data.” Segment Information for
2010 has not been restated and is therefore ngpa@le to 2014, 2013, 2012 and 2011 informa

(2) Segment information for 2010 has not been restteds therefore not comparable to 2014, 2013, 2022011 information. See
“Presentation of Financial and Other Informe—Operating Dat{”

(3) Currency devaluations in Venezuela have had afgignt effect on our results of operations and iotfhe comparability of our results of
operations in 2014 compared to 2013, 2012 and Z8dr12010 Venezuela was part of SLAD division. S&an 3. Key Information—A.
Selected Financial De—Exchange Rates and Exchange Cont”

(4) Adjusted EBITDA is a measure of our performance thaeviewed by our management. Adjusted EBITDAsInot have a standardized

meaning and, accordingly, our definition of AdjusEBITDA may not be comparable to Adjusted EBITDAwsed by other companies. Total
Adjusted EBITDA is a non-GAAP measure. For our nigifin of Adjusted EBITDA and a reconciliation tleef, see “Presentation of Financial

and Other Informatic—Other Financial Measur” and“Item 3. Key Informatio—A. Selected Financial Da”
(5) Adjusted EBITDA margin is Adjusted EBITDA divided ltotal revenues, expressed as a percen

(6) Systemwide comparable sales growth refers to thagdnin our restaurant sales in one period froonaparable period for restaurants that
have been open for thirteen months or longer. ystde comparable sales growth is provided and aedlyn a constant currency basis,
which means it is calculated using the same exahgaig over the periods under comparison to rertfwveffects of currency fluctuations
from this trend analysis. We believe this constamtency measure provides a more meaningful asabfsiur business by identifying the
underlying business trend, without distortion frtm effect of foreign currency movemer
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(7) Systemwide comparable sales growth is presentedsystemwide basis, which means it includes salesibCompany-operated restaurants
and our franchised restaurants. While sales byranchisees are not recorded as revenues by uselese the information is important in
understanding our financial performance becausethales are the basis on which we calculate aoddréranchised revenues and are
indicative of the financial health of our franchreédease

Our Operations
Company-Operated and Franchised Restaurants

We operate our McDonald’s-branded restaurants umdebasic structures: (i) Companoyerated restaurants operated by us and (i) fised
restaurants operated by franchisees. Under botfatipg alternatives the real estate location mehyeeibe owned or leased by us.

We own, fully manage and operate Company-operastdurants and retain any operating profits gee@tay such restaurants, after paying
operating expenses and the franchise and otheoWeed to McDonald’'s under the MFAs. In Company-aped restaurants, we assume the capital
expenditures for the building and equipment ofrésaurant and, if we own the real estate locafmrthe land as well.

In contrast to Company-operated restaurants, fisadhestaurants are operated and managed byatiehfsee with technical and operational
support from us as master franchisee, includingitrg programs, operations manuals, access toupplg and distribution network and marketing
assistance. Under our conventional franchise aeraegts, franchisees provide a portion of the camgtired by initially investing in the
equipment, signs, seating and decor of their resitéis, and by reinvesting in the business over.tive are required by the MFAs to own the real
estate or to secure long-term leases for franchiesstdurant sites. We subsequently lease or seblbagproperty to franchisees. This arrangement
allows for long-term occupancy of the property asdists in the alignment of our franchisees’ irgisrevith our own.

In exchange for the lease and services, franchiz@es monthly rent to us, generally based on thatgr of a fixed rent or a certain perceni
of gross sales. In addition to this monthly rerg, aellect the monthly continuing franchise fee, ethgenerally is 5% of the U.S. dollar equivaler
the restaurant’s gross sales, and pay these fédsRonald’s pursuant to the MFAs. However, if anfthisee fails to pay its monthly continuing
franchise fee, we remain liable for payment in &ilthese fees to McDonald’s. Pursuant to the MR#s)chisees pay an initial franchise fee in
connection with the opening of a new franchisetargant and a transfer fee upon transfer of a fiaed restaurant, both of which are subsequi
shared by McDonald’s and us. See “Item 10. Addé&ldnformation—C. Material Contracts—The MFAs—Frhise Fees.”

35




Table of Contents

The chart below illustrates the economics for Comypaperated restaurants and franchised restauratite case of owned and leased real

estate:
OWNED Real Estate LEASED Real Estate

Investment Investment ATCOPCD

ArcOpCo
Land I:> Cash Margin Cash Margin

EquiPmentIIb F:§ ‘ﬂ Equipment II:} [:;} ‘

Building EEEp

[]

- Sales ... e 28lES

§
i Investment
= Franchisee Investment Franchisee
5 Land [y Cash Margin Cash Margin
B
g Building — [ 1] Building ) = _“ =
e Rental Rental

Income Income

Source: Arcos Dorados

In addition, we are the majority stakeholder inesaVjoint ventures that collectively own 18 restais in Argentina and Chile. We have also
granted developmental licenses to 12 restaurantsuBnt to the developmental licenses, the devedopahlicensees own or lease the land and
building on which the restaurants are located adgfranchise fee to us in addition to the corntigdranchise fee due to McDonald’s. All of our
joint ventures and developmental licenses wergigtence at the time of the Acquisitic

Restaurant Categories

We classify our restaurants into one of four catiego (i) freestanding, (ii) food court, (iii) istore and (iv) mall stores. Freestanding restas
are the largest type of restaurant, have ampleoinsieating and include a drive-thru area and pgrkit Food court restaurants are located in malls
and consist primarily of a front counter and kitelzand do not have their own seating area. In-sesturants are part of a larger building, but they
do not have a drive —thru area or a parking lotll Btares are located in malls like food court aesants, but have their own seating areas. As of
December 31, 2014, 993 (or 47%) of our restaunants freestanding, 490 (or 23%) were food cou$, @r 14%) were in-stores and 340 (or
16%) were mall stores. These percentages vary loytgg and may shift as opportunities in malls amate densely populated areas become
available in some of the Territories.

Below are examples of each type of our restauraieigories:

Freestanding In-store
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Source: Arcos Dorado:

Returns on investment in each type of restaurantsignificantly due to the different capital exgénres required and their different sales
potential; mall stores generally provide the highlieturn on investment while freestanding restatsrgenerally provide the lowest. Moreover,
returns vary significantly on a country by courtasis.

Reimaging

An important component of our development plaméreimaging of existing restaurants. As of Decan3ie 2014, we had completed the
reimaging of 549 of the 1,569 restaurants we pwetian the Acquisition, an increase of 36 restagras compared to December 31, 2013. Our
restaurants that have undergone reimaging durm@dist three years have experienced an additiocraadse in sales per restaurant over the
comparable sales growth experienced by restawdrith have not been reimaged in the same perioth Be and McDonald’s are committed to
maintaining an image for our restaurants that eseatcontemporary dining experience. Over thefdaslyears, we have invested substantially ir
reimaging of our restaurants, and we, pursuarttedtFAs, have committed to a significant reimagiten. See “Item 10. Additional Information—
C. Material Contracts.” Many of the reimaging priginclude the addition of McCafé locations to testaurant.

Objectives of the reimaging include elevating thetomer’s perception of McDonald’'s and creatingaersophisticated and highly
aspirational environment. We have developed systdmguidelines for the interior and exterior desigmeimaged restaurants. When carrying out
a reimaging project, we minimize the impact ondperations and sales of the restaurants by kedpéngestaurants open and operating during the
renovations and working in specific areas of tlwatmn at particular times.
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Below are images of the exterior of a few of owstaerants that have benefited from reimaging:

Source: Arcos Dorado:
McCafé Locations and Dessert Centers

Our brand extension efforts focus on the develogrokadditional McCafé locations and Dessert CentefcCafé locations are stylish,
separate areas within restaurants where custoraengurchase a variety of customizable beveragelsidimg lattes, cappuccinos, mochas, hot and
iced premium coffees and hot chocolate. McCafétiona have been very successful in creating areiffiecustomer experience, optimizing the use
of our restaurants at all hours of operation amdiging a higher profit margin than our regulartaesant operations. We believe the primary be
of McCafé locations is that they attract new custsby increasing the variety of our product offgs and improving our image.

With an average return on investment from McCaéations of 29% in 2014, the McCafé concept is welted for restaurants in large-scale
shopping centers and commercial areas. McCaféidmsahave been a key factor in adding value tocastomers’ experience and represented 9.0%
of the total transactions and 5.7% of total safdb® restaurants in which they were located in2@4s of December 31, 2014, there were 343
McCafé locations in the Territories, of which 13.1%re operated by franchisees. Argentina and Bnaitth 89 and 94 locations, respectively, have
the greatest number of McCafé locations. The fits€afé in Latin America was opened in Argentind @99. Pursuant to the MFAs we have the
right to add McCafé locations to the premises afrestaurants.
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Below are images of the interior of two of our Mé¢€#cations:

Source: Arcos Dorado:

In addition to McCafé locations, Dessert CentereHzeen a very successful brand extension. DeSseters operate separately from existing
restaurants, but depend on them for supplies aachtipnal support. For example, a mall store reatdican provide support for several Dessert
Centers located in different locations throughbet$ame mall. Our Dessert Centers are conveniectyed to attract customers, thereby serving as
important transaction generators and providingfetve method of extending our band presenceotetraditional areas. At Dessert Centers,
customers can purchase a variety of dessert ifesiading the McFlurry and soft-serve ice creams&st Centers require low capital expenditures
and provide returns on investment and operatingymgithat are significantly higher than our regukstaurant operations. As such, we believe
are an important driver in increasing our marketgteation.

Dessert Centers represented 29.9% of our trangaaiod 9.1% of our total sales in 2014 and, withtarn on investment of 129% in 2014,
provide a low-risk investment alternative. As ofd@mber 31, 2014 there were 2,492 Dessert Centéns ifierritories. Dessert Centers are highly
successful in Brazil, where we have 1,389 locatidie first Dessert Center was created in Brazlldi9. Due to a change in methodology in 2(
Dessert Center figures for 2014, 2013, 2012 and 20& not directly comparable to figures for 2010.
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The following maps set forth our McCafé locationsl @essert Centers in each of the Territories @&estmber 31, 2014:

Network of McCafé Locations Network of Dessert Centers
343 total McCafé locatior 2,492 total Dessert Cente

# =y u TR,

= T Caribbean = Tt Caribbean
& McCafe o DEEsert't
NOLAD . R NCLAD . enters:
- McCafé Z :f-’ locations: 22 s o T ‘? 245
locations: 52 : i 1 Centers: 547 j

SLAD
= McCafe

locations: 142

SLAD
Dessert
Centers:311

Source: Arcos Dorado:
The McDonald’s Brand

Interbrand, a brand consulting firm, ranked McDdfghmong the top ten global brands in 2014. Iritawd we believe that in Latin America
and the Caribbean, the McDonald’s brand benefiisifan aspirational cachet as a “destination” reatgwith a reputation for safe, fresh and good-
tasting food in an attractive setting. McDonaldi®seg brand equity stems from the dedicated exewudf its brand promise and its ability to
associate with the local community where it opexatécDonald’s sets the standard in the restaurahustry worldwide for brand stewardship and
marketing leadership.

Product Offerings

A crucial part of delivering the brand to clienepénds on our product offerings, or more speclficair menu strategy and management. The
key objective of our menu strategy is the develaptraad offering of quality food choices that attreiastomers to our restaurants on a regular k
The elements we utilize to achieve this goal ineloffering McDonald’'s core menu, our product inntvainitiatives and our focus on food safety.

Our menus feature three tiers of products: affdelahtrylevel options, such as our Big Pleasures, SmateBror McMio offerings, core me
options, such as the Big Mac, Happy Meal and Qu&utender, and premium options, such as Big Tasfngus premium hamburgers and
chicken sandwiches and low-calorie or low-sodiudpicts that are marketed through common platfoatier than as individual items. These
platforms can be based on the type of product$) asdeef, chicken, salads or desserts, or orypleeof customer targeted, such as the children’s
menu. We have offered a new menu with fewer caai® less sugar and sodium in the majority off@uritories since 2011. Since 2013 we have
offered dairy products, fresh fruits or vegetaliéth our Happy Meals in all of the Territories ept&enezuela.
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Our core menu is the most important element ofnoeinu strategy and includes well-recognized foodogsothat have global customer
acceptance and are what customers repeatedly atrtaDonald’s-branded restaurants worldwide.

Product Development

We have been very innovative in our product devalept in Latin America and the Caribbean. In keyntdas, our understanding of the local
market has enabled us to successfully introduceiteems to appeal to local tastes and to providecagtomers with additional food options. Our
chicken-based offerings include bone-in chickemarkets such as Colombia, Peru, Panama and CastadRid Angus burgers with innovative
flavors such as Habanero are examples of our ptathvelopment efforts, through which we introduesvrproducts every few months. Also, we
carefully monitor the sales of our products andadnle to quickly modify them if necessary. For amste, although we always offer the McFlurry
dessert product, we include in this product platfa promotional topping that is offered for a lietitperiod of time, followed by a new promotio
topping to maintain the sales momentum.

In 2006, McDonald’s global innovation team introdda new food preparation platform called the Briperating Platform, or BOP, which
combines product innovation with operational eéficiy throughout our restaurants. This platformsgaificant system enhancement, and it allows
for customization of products without compromisthg restaurants’ ability to handle a large infldixcostomers at peak periods. The BOP has now
been implemented in all large Latin American andl@®an markets. In 2011 we began the rollout ofi&Bor You, or MFY, a new kitchen
operating platform that we believe will allow fanproved product quality, higher labor productivatyd reduced food waste. As of December 31,
2013, we had implemented MFY in almost all of o@ntpany-operated restaurants in Argentina, ArubaziBrCuracao, French Guyana, Mexico,
Puerto Rico, Trinidad and Tobago and the U.S. Yiitglands. During 2014, we implemented MFY in Cd8iea, Panama, seven restaurants in
Uruguay and twenty-three of our new restaurantdlombia. During 2015, we plan to implement MFYMiartinique, four restaurants in
Guadalupe and 25 additional restaurants in Colombia

We work closely with McDonald’s to develop new puatiofferings and McDonald’s considers our recomdations regarding regional tastes
and preferences and works with us to accommodatetasstes and preferences. We continue to benafit McDonald’s product development
efforts following the Acquisition and have accesstlibrary of products developed globally for tileDonald’s system. In addition, we continue to
benefit from the Hamburger Universities in the @diStates and Brazil and the food studio locatdtazil that aims to develop locally relevant
products for the region. The Hamburger Universiéied the food studio models have been McDonaldis glabal source of people and product
development. The Hamburger Universities providéargsnt managers, mid-managers and owner/operatibréraining on best practices in
different aspects of the business, like restaumadtpeople management, sales and accounting, &hpdasizing consistent restaurant operations
procedures, service, quality and cleanliness. dhd studios across the globe have been respoifisitdeme of McDonald’s most innovative food
concepts and play a crucial role in developing nesmu options that cater to the local tastes.

Product and Pricing Strategy

Value perceptions change significantly between etarknd even between areas within a single mdrketder to adjust pricing to meet
customers’ expectations in each market, we haveldped local expertise aimed at understanding yharics of the local marketplace and the
characteristics of their customers. We also exarnars in the pricing of raw materials, packagprgduct related operating costs as well as
individual item sales volumes to fully understamdfigability by item. These insights feed into toeal markets’ menu and pricing strategy as well
as the marketing plan that is disseminated to Botmpany-operated and franchised restaurants. Rastaumay then adjust pricing and/or item
offerings as they choose in an attempt to optiraaes, profitability and local preferences. Thisleys part of an overall revenue management
philosophy and is part of our business managenmaugtipes utilized throughout the region.

Advertisement & Promotion
We believe that sales in the QSR sub-segment caighiicantly affected by the frequency and quadif our advertising and promotional

programs. In particular, we benefit from the stitbrngf McDonald’s global resources, including itelggl alliances with some of the largest
multinational conglomerates and sponsorship oftspmpr
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events such as the Olympic Games and the Worlda@dparticipation in various movie promotions, whirovides us with important advertising
and promotion opportunities.

We promote the McDonald’s brand and our productadwertising in all of the Territories. We createyelop and coordinate marketing plans
and promotional activities throughout the Terriégsrihowever, pursuant to the MFAs, McDonald’s nesethe right to review and approve any
advertising materials and related promotional &@ and may request that we cease using the iaater promotional activities at any time if
McDonald’s determines that they are detrimental to its biaredje. We are required under the MFAs to spetebat 5% of our gross sales, and
franchisees generally are required to pay us 586edf gross sales for the portion of advertisingenditures related to their restaurants, on
advertisement and promotion activities. The onlgegtion to this policy is in Mexico, where both aed our franchisees contribute funds to a
cooperative that is responsible for advertisemadtmomotion activities for Mexico.

Our advertisement and promotion activities are gdiby our overall marketing plan, which identiftee key strategic platforms that we aim to
leverage to drive sales. The advertisement and @iomprogram is formulated based on the amouateértisement and promotion support
needed for each strategic platform for the yearingu2014, our key strategic platforms included meglevance, convenience, strengthening the
kids and family experience, leveraging the FIFA Wdup sponsorship in Brazil and price segmentdtomargin optimization. In terms of menu
relevance, we introduced promotional products imyraf our key markets such Ravoritos de la Copand Big Mac Extension. In terms of
convenience, we increased the efficiency of sonmuofestaurants by including more McCafé locati@osnbined beverage systems that serve
fruit-based smoothies, coffee-based frappés andadpecoffees, and Dessert Centers and develdpially relevant menu items, such as breakfast
choices and bone-in-chicken product offerings iruP€olombia, Panama and Costa Rica. In termsicifhgr, we understand that our customers
seek great-tasting food at affordable prices aatttreir perception of value while at the restatirm@a significant factor in determining overall
satisfaction and frequency of visits. Our Big Pleas, Small Prices and McMio programs in Latin Aicgeand the Caribbean, which are based on
best practices and experience in the United Statd€urope, have been successful in addressingpd bange of value expectations in our
restaurants. We continue leveraging these platféonecrease penetration and grow market share.

To support our product offerings, we sponsor regligrpopular sporting events, such as the prelinyinaund for the FIFA World Cup 2014
South America, and leverage global marketing itiités led by McDonald’s, such as sponsorship ofomsporting events and participation in
various movie promotions. We believe these brandirents provide a cost-effective manner to increasenarket recognition.

To promote increased traffic in our restaurantsgwecute unique promotions such as the Monopolyegarsome of our key markets.

Through the execution of these initiatives, we wiarlenhance the McDonald’s experience for custoitieogighout the Territories, increase
our sales and customer counts. We aim to positimsetves as a “forever young” brand by deliveringathfully energetic, distinctly casual,
personally engaging and delightful dining/branderignce.

Regional Operations
The Company is divided into four geographical dowis: Brazil, the Caribbean division, NOLAD and SDAExcept for Brazil, the divisions

are subsequently divided into sub-groups comprigéadividual Territories. The presidents of theidions report directly to our chief operating
officer.
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The following map sets forth the number of ouraesants in each of our operating divisions as afddgber 31, 2014:
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Source: Arcos Dorado:

We remain close to customers by managing operasibtie local level, including implementing recingf centers, conducting marketing
campaigns and promotions, monitoring consumer pémeand managing menu offerings. We conduct achtnative and strategic activities at
either the divisional level or at our headquartassappropriate. We provide services such as atpagable, accounts receivable and payroll
through our centralized shared service center dacist Buenos Aires, Argentina. In addition, we hdesigned standardized crew recruiting mar
and have implemented an online communication piatfimr crew and managers. These centralized opesatielp us maintain consistent
procedures, quality control and brand managementaall of our markets.
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Set forth below is a summary of our restaurantfpliotas of December 31, 2014. Due to the reorgaium of our segments effective January
1, 2013, the segment information below is not diyemomparable to the segment information preseimtexlir annual report on Form 20-F for years
prior to 2013. See “Presentation of Financial atise®Information—Operating Data.”

Ownership Store Type Building/ Land(1)

Portfolio
by Company- Joint Developmenta Food In- Mall Desser McCafé

Division Operated Venture Franchisec License Total Freestanding Court Store Store Centers Locations Owned Leasec
Brazil 614 — 252 —  86¢€ 367 26€ 88 14t 1,38¢ 94 10¢ 75¢
Caribbean
Division 27C — 88 1 35¢ 23€ 25 41 57 24t 55 13C 22¢
NOLAD 352 — 15C 11 51: 274 13: 53 53 547 52 17C 342
SLAD 322 18 42 —  38¢ 11€ 66 11€ 85 311 142 97 28¢€
Total 1,55¢ 18 532 12 2,121 99 49C 29¢ 34C 2,49: 342 50& 1,61¢€

(1) Developmental licenses and mobile stores are hided in these figure
Brazil

Brazil is our largest division in terms of restantsa with 866 restaurants as of December 31, 208454,816 million in revenues in 2014,
representing 40.8% and 49.7% of our total restasiramd revenues, respectively. Our operations &iBare based in Sao Paulo and McDonald’s
has been present in Brazil since opening its fidstaurant in Rio de Janeiro in 1979.

Caribbean Division

The Caribbean division includes eleven territovidth 359 restaurants as of December 31, 2014 afd.$5nillion in revenues in 2014,
representing 16.9% and 16.3% of our total restdsimamd revenues, respectively. Its primary mak#tanezuela. McDonald’s has been present in
Venezuela since opening its first restaurant ira€as in 1985. Venezuela represents 37.9% of thiblean division’s restaurants and 31.6% of the
Caribbean division’s revenues. Venezuela is ourtfelargest market in terms of restaurants.

NOLAD

NOLAD includes three countries with 513 restaurag®f December 31, 2014 and $385.1 million in neres in 2014, representing 24.2% .
10.5% of our total restaurants and revenues, r&spBc Its primary market is Mexico, where the idien’'s management is based. McDonald’s has
been present in Mexico since opening its firstastnt in Mexico City in 1985. Mexico representst¥% of NOLAD'’s restaurants and 54.0% of
NOLAD's revenues, and Mexico is our second-largest mamkerms of restaurants.

Our operations in Mexico differ from those in other Territories (with the exception of Venezuetajhat the percentage of franchised
restaurants is significantly higher than our systéfe average because some of McDonald’s previdasyenture partners were converted into
franchisees immediately prior to the Acquisitiomc® the Acquisition, we have been adjusting owirtess model in Mexico as several factors had
significantly eroded that market’s profitabilitydras a result, we have acquired 77 franchiseduestts. As of December 31, 2014, 35.4% of our
restaurants in Mexico were franchised, while 25af%ur restaurants overall were franchised.

SLAD

SLAD includes five countries with 383 restaurargfDecember 31, 2014 and $855.7 million in reesnn 2014, representing 18.1% and
23.4% of our total restaurants and revenues, régpBc Its primary market is Argentina, where tigision’s management is based. McDonald’s
has been present in Argentina since opening #sristaurant in Buenos Aires in 1986. As of Decam®i, 2014, Argentina represented 58.0% of
SLAD’s restaurants and 66.9% of SLAD’s revenue®0f4. Argentina is our third-largest market in terof restaurants.
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Seasonality

Our sales and revenues are generally greater isettend half of the year than in the first halfthéligh the impact on our results of operations
is relatively small, this impact is due to increisensumption of our products during the winter anthmer holiday seasons, affecting July and
December, respectively.

Supply and Distribution

Supply chain management is an important elemeatiofuccess and a crucial factor in optimizing mrafitability. Currently, we have an
integrated and centralized supply chain managesyatém that focuses on (i) the highest possiblétgw@and food safety, (i) competitive market
pricing that is predictable and sustainable owaetiand (iii) leveraging of local, regional andlidbsourcing strategies to obtain a competitive
advantage. This system consists of the selectidrdaaelopment of suppliers that are able to comyitly McDonald’s high quality standards and
the establishment of the appropriate type of refetips with these suppliers. These standardshvelie based on the highest industry standard
International Organization for Standardization|®0®, standards, British Retail Consortium, or BR@andards and others, include cleanliness,
product consistency and timeliness, meeting orexiog all local food regulations and compliancehvaitir Hazard Analysis Critical Control Plan,
or HACCP, a systematic approach to food safetyehgihasizes protection within the processing tgcitather than detection, through analysis,
inspection and follow-up. Due to our supply chaiamagement and high quality standards, we believpraucts have a competitive advantage
because they have many attributes that make thpeabpg to our customers. For instance, our McNtgygee made of 100% white meat; our
frying oil is 100% free of trans fatty acids; thairy mix for our sundaes and the McFlurry undergepic processes to rid them of bacteria; our
vegetables are washed and sanitized; and our hgetpaitties are made with 100% beef and do noagoatditives.

Pursuant to the MFAs, we purchase core productsandces, such as beef, chicken, buns, produeeseh dairy mixes and toppings, from
approved suppliers and distributors who satisfyatheve requirements. If McDonald’s determines #mt product or service offered by an
approved supplier is not in compliance with itskards, it may terminate the supplier's approvatlist Beyond the purchase of core products and
services, we have no restrictions on which supplerdistributors we may use. We have largely caomtil the supply relationships that McDonald’s
had established prior to the Acquisition, and weetlep relationships with new suppliers in accorgawith McDonald’'s Supplier Quality
Management System, or SQMS.

Since the process to become an approved suppl@rgthy, expensive and requires proof of compkawih McDonald’s high quality
standards, we have found that oral agreementsowitlapproved suppliers generally are sufficiergrisure a reliable supply of quality food
products, and we have developed long-term reldtipssvith many of our suppliers. In addition, weegrinto written agreements with most of our
suppliers regarding the cost of such goods, whighlie based on pricing protocols, formula costiegrchmarking or open bidding, as appropriate.
Our 25 largest suppliers account for approxima8&86 of our supplies, and no single supplier or grofirelated suppliers account for more than
12% of our total food and paper costs. Among ounreappliers are JBS S.A., McCain Foods Limitedc&&ola Company, Bimbo and Arytza.

Our integrated supply chain management optimizésevas we work with suppliers to develop pricingtpcols, inventory, planning and
product quality. As of December 31, 2014, approxetya26% of the food and paper products used imrestaurants were imported, primarily from
countries within Latin America, while the remainiagiount were locally sourced. This percentage saeong the Territories; for example, 189
the products consumed in Mexico are imported, w2llé6 and 90% of the products consumed in BraziltkadCaribbean division, respectively,
imported. This includes the toys distributed in mstaurants, which are imported from China. Cersapplies, such as beef, must often be locally
sourced due to restrictions on their importatioam®ined with the MFAS’ requirement to purchaseaiartore supplies from approved suppliers,
although we maintain contingency plans to backagpaurant supplies, we may not be able to quidkty dlternate or additional supplies in the
event a supplier is unable to meet our orders.I8@m®@ 3. Key Information—D. Risk Factors—Certaindt@rs Relating to Our Business—We
depend on oral agreements with third-party suppberd distributors for the provision of productattare necessary for our operations.” The
suppliers send all of their products to distribotaenters that are in charge of transportationel@using, financial administration, demand and
inventory planning and customer service. The distion centers interact directly with our Compamermted and franchised restaurants.
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Until March 16, 2011 we owned and operated sontbeflistribution centers in the Territories, whagerations and related properties we
refer to as Axionlog (formerly known as Axis). SeeA. History and Development of the Company—Impott&vents—The Axionlog Split-off.”
In 2011, we entered into a master commercial ageeemith Axionlog on arm’s-length terms pursuantaich Axionlog provides us with
distribution services in Argentina, Chile, ColomHidexico, Uruguay and Venezuela. For additionabinfation about our transactions with
Axionlog, see “ltem 7. Major Shareholders and Reld®arty Transactions—B. Related Party Transaetighgonlog Split-off.”

Supply Chain Management and Quality Assurance

All products that we sell meet McDonasdspecifications, including new products and proomst We work with our supplies to implement
standards testing at each stage of our supply cimalnding raw materials, processing and distidoutWith respect to raw materials, we verify that
produce suppliers undergo verification audits.pkitein suppliers also undergo Animal Welfare Bglfcnad cow” disease and HACCP audits. At
the processing stage, we implement a supplier tyuatinagement system that encourages continuouswempent in each key product category.
We conduct seminars annually with all key suppl@rgopics such as standards calibration, proderdary evaluation and best practices and all
suppliers are audited annually by a third partycfmmpliance with McDonalds’SQMS. We measure compliance through visits togesing plants
supplier summits, regularly scheduled audits amd@ey testing that is achieved through a combinatiopproduct, equipment and operational
procedures. At the distribution stage, we have @mgnted the Distribution Quality Management Prognahich includes a shelf-life management
system, strict temperature controls for receiving storage of food products, a sophisticated stec&very program and a quality inspection
program.

Our quality testing extends to restaurant operatiamere we conduct restaurant improvement and $afety verification processes that allow
us to track the implementation of changes in reat#twoperations, new products, procedures and ewuip We participate in the restaurant
operations improvement process designed by McD&naldder which Company-operated and franchisetduesnts are visited at least three times
in any 21-month cycle to identify system opporti@sitto continuously improve our operations. Visits conducted by our operations consultants,
who assess restaurants based on food qualityceeawd cleanliness. We also participate in thedwide mystery shopper program designed by
McDonald’s, where all restaurants are visited tvdamonth by a third-party vendor who provides ughvgedback from a customer perspective.
This feedback, called customer satisfaction opmiftueports, is sent to a centralized monitoriggtem that evaluates key operations indicators.
Our multidisciplinary teams, which include membefsur Supply Chain and Marketing and Operatioasn®, work to improve quality and
efficiency at the restaurant level throughout tleerifories.

Our Competition

We compete with international, national, regionad ¢ocal retailers of food products. We competéhanbasis of price, convenience, service,
menu variety and product quality. Our competitiorthie broadest perspective includes restauranitk-garvice eating establishments, pizza
parlors, coffee shops, street vendors, ice creardars, convenience food stores, delicatessensigradmarkets.

Our Customers

We aim to provide our customers with safe, frest good-tasting food at a good value and a favordiblieg experience in the family friendly
environment demanded by our target demographiowofg adults and families with children. Based otadieom the United Nations Economic
Commission for Latin America and the Caribbean, tagitories represented a market of approxima®&ly.1 million people in 2013-equivalent ti
the combined population of the United States, GagmBrance, the United Kingdom and Italgpfwhich approximately 29% are under 14 years
and 47.5% are under 25 years old. As a businessddoon young adults in the 14 to 35 age rangdaanities with children, our operations have
benefited, and we expect to continue to benebimfour Territories’ population size, age profileemhcompared to more developed markets and
improving socio-economic conditions. In additiony dcCafé brand extension has successfully target@dre adult customer base.

Despite variations in economic development througltioe Territories, including reduced GDP expedtedBrazil, continued foreign currency

exchange controls in Venezuela and Argentina aadi¢éimeral political instability in Venezuela, Lafimerica and the Caribbean in general have
presented very compelling growth prospects giveir improving macroeconomic conditions, expandingibg power of the consumer sector in
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general and the rapidly growing QSR markets inipaer. In addition, improvements in macroeconoovaditions in the Territories have led to a
modernization of consumption patterns and increa$feddability of our products across socio-econosggments, and we believe we are well-
placed to capitalize on these trends. In BraziheJalistribution of national income significantipproved between 2003 and 2012. In 2003, 60% of
population accounted for 17% of the total natiagnabme, while in 2012 60% of the population accedrfor 21.2% of the total national income,
according to the Economic Commission for Latin Aiceeiand the Caribbean. According to the same sptlregpercentage of the Brazilian
population living in poverty decreased from 38.12003 to 18.6% in 2012.

Despite ongoing risks generally associated witrimdtional business operations, the confluencawafrible factors throughout many of the
Territories, including growth in our target demauac markets, offer an opportunity of profitablegth and the ability to serve an ever-increasing
number of customers.

Regulation

We are subject to various multi-jurisdictional fealeregional and local laws in the countries inchhwve operate affecting the operation of our
business, as are our franchisees and supplierk.rBstaurant is subject to licensing and regulaiipa number of governmental authorities, which
include zoning, health, safety, sanitation, taerafing, building and fire agencies in the jurisidic in which the restaurant is located. Difficaliin
obtaining, or the failure to obtain, required lisea or approvals can delay or prevent the operiiagiew restaurant in a particular area. Restaurant
operations are also subject to federal and loga Foverning matters such as wages, working camgitand overtime. We are also subject to tariffs
and regulations on imported commodities and equiptraed laws regulating foreign investment.

Substantive laws that regulate the franchisor/té&®e relationship presently exist in several efdbuntries in which we operate, including
Brazil. These laws often limit, among other thinge duration and scope of non-competition prowvisjdhe ability of a franchisor to terminate or
refuse to renew a franchise and the ability oadhisor to designate sources of supply and regtratchise sales communications.

Certain countries in which we conduct operationsehenposed price controls that restrict our ahilégd the ability of our franchisees, to
adjust the prices of our products. For exampl®&amember 2013, Venezuela passed the Fair Pricedelting to lower high inflation by controllir
prices and costs in the chain of production. The Face Act generally sets forth a profit cap 688 on the cost structure of goods and services,
thus reducing management’s ability to freely deteenfinal prices. According to regulations passedar the Fair Price Act, to determine a final
and fair price, management must observe and caralidbe costs of production, including (i) acdtie costs of raw materials, the determination
of which shall comply with existing regulations wansfer pricing (i.e., price, freight, primary sige, norrecoverable taxes and other costs dire
attributable to the acquisition of raw materia(g),labor costs, and (iii) indirect costs of pradion.

The Fair Price Act empowers the National Agencytiier Defense of Socio-economic Rights to implenpeavisions and regulations on “fair
pricing” and to oversee and audit businesses ire¥esla. Breaches of the Fair Price Act could raautiminal charges against merchants or
business people. In January 2014, Venezuelan atigsdnspected our operations in Venezuela andired us to reduce our prices for different
menu items by amounts ranging from 7% to 10%. $malar attempt to control and reduce inflatiore ¥enezuelan government established a
transitional protection regime for tenants of pmtypesed for commercial, industrial or productiativaties, which regulates the leasing relations
and stipulates that the price of the monthly reay mot exceed an amount equal to Blvaresper square meter. The Commercial Leases Law
superseded this transitional regime in May 2014.“8em 3. Key Information—D. Risk FactorsSertain Factors Relating to Latin America anc
Caribbean—Price controls and other similar regotetiin certain countries have affected and mayimeato affect our results of operations.”

In addition, in September 2014, Argentina passgdafv No. 26,991, the “New Regulation on Productand Consumption Relationships
Act”, which reformed a 1974 Act (Law on Supply ob@ls and Services); and (ii) Law No. 26,992, tBecation of the Observatory of Prices and
Availability of Inputs, Goods and Services Act.”

The New Regulation on Production and ConsumptiolatR@ships Act empowers the Secretary of Comme&scamong other things: (i)

establish profit margins and set price levels ifsgttmaximum, minimum and benchmark prices); (iijus regulations on commerce,
intermediation, distribution or production of goods
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and services; (iii) impose the continuance of potidn, industrialization, commercialization, trapsp distribution or rendering of services or

impose the production of goods; (iv) set subsidjesrequest any kind of documentation and corredpace related to commercial activities or
the management of the businesses and impose tliegtigim of prices and availability of goods anavéees and seize such documentation for up
to 30 working days; (vi) impose registration andar@keeping requirements; and (vii) impose licegsggimes for commercial activities.

In order to enforce its provisions, the Secretdr@@mmerce is granted the power to impose pendttieson-compliance including, among
others: (i) fines of AR$500 to AR$10,000,000 ortaghree times the economic profit obtained by mdifers (the amounts can double in case of
second time offenders); (ii) temporary shutting dayf businesses for up to 90 days; (iii) seizurgadds and products and their sale to consumers
in case of an administratively determined shortaggaid goods and products; (iv) loss of governmlemt fiscal benefits. Under the New Regula
on Production and Consumption Relationships Aahganies would be forced to pay any fine issued idiately and then litigate before the cot
to have the penalty revoked and the money refurileel Secretary of Commerce may waive the advangmagat of the fine in cases in which, a
discretion, such payment may cause irreparable kathe party challenging the fine.

The Creation of the Observatory of Prices and Anadlity of Inputs, Goods and Services Act createéeichnical agency under the Secretary of
Commerce, the Observatory of Prices and Availahdftinputs, Goods and Services, to control andesyatize prices and availability of inputs,
goods and services produced, traded or render&chantina.

We are also subject to the labor laws applicabtééncountries in which we operate. The adoptionexf or more stringent labor laws or
regulations could result in a material liabilityus. For example, in January 2015, Venezuela armmsola 20% increase in the minimum wage,
resulting in a new minimum wage of 5,622kdivares. In Argentina, a law enacted in November 201Qireg companies to pay overtime to all
employees (except directors and managers) workingeekends. Additionally, a proposed bill in Argaatwould require companies to distribute
10 percent of their profits to employees. See “I&rKey Information—D. Risk Factors—Certain FactBedating to Our Business—Labor
shortages or increased labor costs could harmesuits of operations.” New interpretations or urested applications of existing labor laws or
regulations may also affect our business practicessults of operations. In August 2012, the Rubdibor Ministry of the State of Pernambuco
( Ministério Publico do Trabalho do Estado de Pernact) in Brazil filed a civil complaint against us ine Labor Court of Pernambucdstica
do Trabalho de Pernambugaegarding alleged noncompliance with certain tdhws. Several of these cases have already beelved
successfully, either by a judicial decision or altaettlement. The remaining retained cases adimgea final decision. In March of 2015, the
Public Labor Ministry requested documents in otdeainalyze our compliance with the labor laws, whi@ provided. See “Item 8. Financial
Information—A. Consolidated Statements and Otheaf¢ial Information—Legal Proceedings—Retained Latssand Contingent Liabilities.”

In addition, we may become subject to legislatioregulation seeking to regulate high-fat and/ghksodium foods, particularly in Argentina,
Brazil, Chile, Puerto Rico and Venezuela. Moreovesirictions on advertising by food retailers &®Rs have been proposed or adopted in
Argentina, Brazil, Chile, Colombia, Mexico, Peruuduay and Venezuela, including proposals to msrir ability to sell toys in conjunction with
food. Certain jurisdictions in the United States eonsidering curtailing or have curtailed McDorghbility to sell children’s meals including free
toys if these meals do not meet certain nutriti@niééria. Similar restrictions, if imposed in thatin American countries where we do business,
have a negative impact on our results of operatidfeswill comply with any laws or regulations thmay be enacted, and we can provide no
assurance of the effect that any possible futwms kEnd regulations will have on our operating rssi8ee “ltem 3. Key Information—D. Risk
Factors—Certain Factors Relating to Our IndustBRestrictions on promotions and advertisements wideat families with children and regulatic
regarding the nutritional content of children’s isemay harm McDonald’s brand image and our resfltgperations.”

Environmental Issues
To the best of our knowledge, there are currertdlynternational, federal, state or local environtaglaws, rules or regulations that we expect

will materially affect our results of operationsaur position with respect to our competitors. Hoere we can provide no assurance of the effect
that any possible future environmental laws wilé&an our operating results.
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Insurance

We maintain insurance policies in accordance withrequirements of the MFAs and as appropriatermbitrose requirements, to the extent
we believe additional coverage is necessary. Gaurance policies include commercial general lighilvorkers compensation, “all risk” property
and business interruption insurance, among otBees. Item 10. Additional Information—C. Material @oacts—The MFAs—Insurance.”

Charitable Activities and Social Initiatives

The McDonald’s brand is enhanced through McDonadd our social responsibility initiatives, whicfctiude a wide range of programs
focused on positively impacting our employees, mugtrs and the communities in which we operate.fol@wing discussion summarizes some of
our principal programs and contributions:

Employment Experience

We are an important employer in Latin America amel €aribbean and are creating new economic opptiesifor Latin America’s next
generation. With more than 95,000 employees asecEBber 31, 2014, we are one of the largest em@ayéd.atin America. For many of our
employees, we are their first employer, providiagifal jobs that include benefits, medical coveraganing and flexibility. We provide a strong
foundation and teach them valuable customer seanddeadership skills that can be applied to @wéhge of career paths in the future.

We have been recognized by many independent org#onis for being a “great place to work.” In 201l Great Place to Work Institute
ranked us fourth among the top multinational emeisyin Latin America with more than 3,000 employé&éde table below shows the good
employer recognitions that we received in 2014:

Country Award Ranking

Argentina “Best Companies to Work 1" in Argentina 11th
Argentina “Work and Life Balanc” Certification —

Brazil “Best Companies to Work " in Brazil 12th
Costa Rice “Best Companies to Work 1" in Costa Ricz 13th
Costa Rica and Panar “Work and Life Balanc” Certification —

Chile “Best Companies to Work " in Chile 16th
Ecuadotr “Best Companies to Work " in Ecuadol 10th
Mexico “Best Companies to Work 1" in Mexico 6th
Panamz “Best Companies to Work 1" in Paname 6th
Peru “Best Companies to Work 1" in Peru 9th
Uruguay “Best Companies to Work " in Uruguay 5th
Venezuele “Best Companies to Work " in Venezuele 6th

We pride ourselves on principles such as integtitist, honesty, hospitality and the importanceeafm work. To that end, we offer extensive
training and continuing education opportunitiesdmw and corporate employees, and provide a dallegrk environment that fosters teamwork
and advancement. Each year, we dedicate resoorteéring and development in our restaurants, &ediTraining Centers and McDonald’s
University in order to provide our employees witle tools necessary to advance within our Compadyhatp positively impact business results.

In April 2012, we became one of the first companie®in the New Employment Opportunities (NEO) gham. Developed by the Inter-
American Development Bank and the Internationalthidtoundation, the program helps to increase th@@mability of the region’s youth. We
strengthened that commitment in December 2013 m®ptne Clinton Global Initiative.

Community
The wellbeing of the communities where we operaiaf iconsiderable importance to us. One of our njaritable causes is the Ronald

McDonald House Charities, which is dedicated tating, finding and supporting programs that diregtiprove the health and well-being of
children, including by combating pediatric caneare of the leading causes of death for childrdsitn America.
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As of December 31, 2014, there were 45 Ronald Melltbrlouse Charities programs in 13 countries ifinLAtmerica and the Caribbean,
including 19 Ronald McDonald Houses, 25 Ronald Me&ld Family Rooms, which provide “a home away floome” to children undergoing
serious medical treatment in hospitals and theiilfas, and one Ronald McDonald Care Mobile, whigks built to deliver pediatric care service
remote locations.

One of our biggest charitable events is McHappy,Dd&yen McDonald’s restaurants across Latin Ameraise money for various children’s
causes, including the Ronald McDonald House Clearftbundation, by donating the proceeds generateu the sales of Big Macs on that day.
McHappy Day has grown from being a “marketing” caigp to becoming a communityide effort. In 2014, McHappy Day was celebratedlirof
the Territories, involving more than 35,000 comntynolunteers and our franchisees and supplierg0l#, our McHappy Day activities raised
over $12.7 million. McHappy Day has become onéhefrhost important campaigns, supporting childrelraitin America and is the biggest source
of revenue for the Ronald McDonald House Charfibemdation.

Nutrition and Well-being

As part of our commitment to offering nutritiousdaguality products to our customers, we are deélittd actively promoting a balanced
lifestyle. This includes providing reliable, acdbses information to guide educated nutritional déoins. We were the first restaurant chain in Latin
America to provide full nutritional and calorie armation about our menu on our websites in eveantry, as well as giving consumers within the
restaurants full printed nutritional information ewery tray liner. In 2014 we added a nutritiorelbalator on our websites to complement
nutritional transparency with a personalized tocthable our customers to make the right nutritiohaices for their lifestyle.

From a safety and quality perspective, we onlyprselucts that have passed strict quality and hygéemtrols throughout the production
chain, inside our restaurants and up to the mothegtare served to our customers. These produetsoairced from our approved supplier network
for all McDonald’s restaurants.

We patrticipate in several educational, sports aelitmeing programs throughout Latin America and®@=sibbean, promoting our brand and
encouraging our employees and customers to pate&i®ne such event is the McDonald’s 5K Women’s RLas Mujeres Corremak a regional
race held annually since 2010 that brought togetkarly 60,000 women in 2014, running in 18 cidasd 14 countries in Latin America.

Environmental Responsibility

We are committed to the continuous improvementunfemvironmental sustainability efforts, includifigquently assessing our strengths and
areas of improvement. We have made many positiidest including publishing sustainability repdrtsBrazil, Argentina and Colombia, during
2014, to help us benchmark and set direct and maalsugoals to pursue and achieve in the yearslahea

We strive to be an environmental steward dedicet@dnserving natural resources and minimizing &aate monitor and implement
operational measures focused on reducing wateuogptson, energy utilization and waste productioowt restaurants. We are committed to
increasing our energy efficiency in restaurant2®¥ by 2020 (using 2012 as the baseline). We eggmajer and waste recycling campaigns at our
restaurants, whenever possible. Our goal is toaedurestaurant waste by 50% by 2020, with 201thadaseline. We are also exploring ways to
recycle cooking oil from our restaurants, includarginnovative program in Brazil that would power delivery trucks with our recycled cooking
oil.

We survey our key suppliers in Latin America anel @aribbean to ensure their operations meet theehigtandards possible and partner with
them on reducing our impact on the environmentsTiéludes implementing and sharing best practiwesighout the supply chain around
sustainable sourcing, transportation, resourcerasilue disposal and energy consumption, amorey athtters.

We strive to source from suppliers with strong dtads of animal welfare. In April 2014 we committecensuring that by the end of 2016 all
pork procured by Arcos Dorados will be sourced kydpcers that can demonstrate documented plamsiagpe group housing for their pigs.

The responsible use of antibiotics is importantdfioimal health, as well as to ensure the futurectiffeness of antimicrobial medicines. In
March 2015 Arcos Dorados announced that it wil@durce from suppliers who can
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guarantee that their animals (i) are raised witlgnatvth-stimulating antibiotics; (ii) have only edeed antibiotics to cure or prevent disease under
veterinary supervision; (iii) are only administe@atibiotics approved for veterinary use; and éryourage healthy animal welfare and husbandry
conditions to help reduce the need for antibiotie.u

Protecting the Amazon—one of Latin America’s greatmvironmental treasures—is a top priority. Onedred percent of our suppliers have
committed to ending procurement of any goods froemAmazon. In October 2011, McDonald’s signed &allonoratorium against harvesting soy
from the Amazon region and has maintained this citmemt every year since, including actively supimgrthe 2014 renewal of the Brazilian Soy
Moratorium, with validity until May 2016.

As of December 31, 2014, we had five ecologicaibamnts and one LEED-certified corporate universithich are more environmentally
responsible and resource-efficient buildings thtaug their lifeeycle. In December 2008, we opened the first ed¢odbgestaurant in Latin Ameri
in Bertioga on the coast of Sdo Paulo, Brazil. Te@aurant received Leadership in Energy & Envirental Design, or LEED, certification, in
September 2009, becoming the first McDonald’s restat in Latin America to be so certified. In Aug2609, we opened our second ecological
restaurant in Lindora, Costa Rica, which was thet 6f its kind in Central America. In August 201@ opened our third ecological restaurant in
Pilar, Argentina. In July 2011, we re-inaugurateel McDonald’s at Parque Hundido, in Mexico DF asfourth ecological restaurant. This
restaurant was awarded LEED certification by theG#8en Building Council. In January 2013, we opethedfifth ecological restaurant in
Guaynabo, Puerto Rico. In November 2013, it wasrd@dhLEED certification by the US Green Buildingu®@aeil and verified by the Green
Building Certification Institute.

The McDonald’s University in Sdo Paulo, Brazil wasodeled and reopened in April 2011 as an ecabdi&EED-certified building. This
McDonald’s University, one of seven such unitshia world, is the corporate training center for esypks from all over Latin America and the
Caribbean.

The know-how accumulated in the construction of¢hecological buildings is being used for the dewelent of new McDonald’s restaurants
and the reimaging of certain existing ones in thaifories.

Sustainable Supply Chain

Our deep relationship with our suppliers is an ingoat strategic asset. We work with more than 5GipBers across Latin America who serve
as strategic partners. Many of our suppliers hamked with McDonalds since it first entered the Latin American maikethe 1970s. All supplie
are evaluated for and must comply with global McBldis standards on core products such as beekemicheese, bread, beverages and others.
This ensures a consistent customer experienceghont Latin America.

We hope to further strengthen our supply chaindwetbping local initiatives that meet our demandgoods while promoting the well-being
and success of the farmers and suppliers we rellif@amexample, we spearheaded a local communityifay pilot program involving 22 farms with
the Qorichacra lettuce growing venture in Cusconthed together with the Syngenta Foundation. @amings from Qorichacra have encouraged
us to develop more local farming initiatives to glypour lettuce and tomatoes locally in a few aitie Brazil, Puerto Rico and Argentina. Our hope
is that more such initiatives will flourish with pleadership as a provider of training, quality ttohand standards, and as a significant local buye
of lettuce and tomato. As another example, in Bragiwork with suppliers to educate local farmdsat sustainable agriculture. To date, 26 farms
have been created in Brazil and/or expanded toupmtettuce, tomatoes and other produce for Mc@bsakstaurants in the region. This enable
to source produce from sustainable farms, while edmtributing to the local economy through theation of jobs.

C. Organizational Structure

We conduct substantially all our business throughirdirect, whollyewned Dutch subsidiary Arcos Dorados B.V. Our agliitrg shareholde
is Los Laureles Ltd., a British Virgin Islands coamy, which is beneficially owned by Mr. Staton, @hairman and CEO. Under the MFAs, Los
Laureles Ltd. is required to hold at all timeseatdt 51% of our voting interests, which is accost@d through its ownership of 100% of the class B
shares of Arcos Dorados Holdings Inc., each hafriregvotes per share. Los Laureles Ltd. has estaddl a voting trust with respect to the voting
interests in us held by Los Laureles Ltd. Los Lagd.td. is the beneficiary of the voting trusteSé#em 7. Major Shareholders and Related Party
Transactions—A. Major Shareholders—Los Laureles”Ltd
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Arcos Dorados B.V. owns all the equity interestbafAm, LLC, the master franchisee, and owns, diyear indirectly, all the equity interests of
the subsidiaries operating our restaurants in #retories.

The following chart shows our corporate structis@BApril 27, 2015.

Liors Laureles Lbd. {1} Fublic Shareloliers

D19 wooeraami

IR 8%, pEGnoTIG E2A% voling

2% voling

Arcns Dorados Holdings Inc
{British Virgan lalanda}

AR REA%
1

Arcos Dorados

L0 O Cooparatiave LA

[ The: Metherlamnds)

Arcos Dorados B
[ The Natheriands)

Oparateg Subsidianas (2}

(1) Includes class A shares and class B shares bailficivned by Mr. Staton, our Chairman and CEO. Lasreles Ltd. is beneficially owned
by Mr. Staton. See “Item 7. Major Shareholders Bethted Party Transactions—A. Major ShareholderssHlaureles Ltd.” Mr. Staton
directly owns 0.001% of the shares of Arcos Dora@dsperatieve U.A

(2) Includes operating subsidiaries held directly andome cases, indirectly through certain intermtedsubsidiarie:

Other than as described above, all of our signifisaibsidiaries are wholly owned by us, except Adorados Argentina S.A., of which Mr.
Staton owns 0.003%.

D. Property, Plants and Equipment
Property Operations

Our long-standing presence in Latin America and@hebbean has allowed us to build a significaopprty portfolio with hard-to-replicate
locations in key markets across the region thadeod our customers’ experience and ultimately sauppo brand and market position. As of
December 31, 2014, we owned the land for 505 oRql21 restaurants (totaling approximately 1.lionllsquare meters). We owned the buildings
for all but 12 of our standlone restaurants, all of which are under developatdicenses, whereby the licensees own or ldaséand and building
on which the restaurants are located. We leaseethaining real estate property where we operateorsingly, we are able to charge rent on the
real estate that we own and lease to our franchi§ée rental payments generally are based onréaey of a flat fee or a percentage of sales
reported by franchised restaurants. When we leask Wve match the term of our sublease to the oéime franchise. We may charge a higher rent
to franchisees than that which we pay on our ledkesefore deriving additional rental income.

The selection, construction and maintenance chueant locations and other related real estatesasglich is a key element of our
performance, is determined based on an evaluatierpected returns on investment and the mostiefffi@allocation of our capital expenditures. In
addition to our restaurant property, we own oupooate headquarters in Buenos Aires, Argentingaarate offices, real estate in Venezuela, a
manufacturing and logistics center in Sao PaulazBrand training centers in Sao Paulo, Brazil Bnénos Aires, Argentina.
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ITEM 4A. UNRESOLVED STAFF COMMENTS
None.
ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECT S
A. Operating Results

The following discussion of our financial conditiand results of operations should be read in cocijiom with the audited consolidated
financial statements as of December 31, 2014 ad® 20d for the years ended December 31, 2014, 26d2012, and the notes thereto, inclu
elsewhere in this annual report, as well as thermiation presented under “Presentation of Finan@at Other Information” and “Item 3. Key
Informatior—A. Selected Financial Data.”

The following discussion contains forwdabking statements that involve risks and uncetim$n Our actual results may differ materially fr
those discussed in the forward-looking statemesis esult of various factors, including thosefseth in “Forward-Looking Statements” and
“ltem 3. Key Information—D. Risk Factors.”

Segment Presentation

We divide our operations into four geographicaiglons: Brazil; the Caribbean division, consistafgAruba, Colombia, Curacao, French
Guiana, Guadeloupe, Martinique, Puerto Rico, Tedidnd Tobago, the U.S. Virgin Islands of St. Canixl St. Thomas and Venezuela; the North
Latin America division, or NOLAD, consisting of GasRica, Mexico and Panama; and the South Latinrlaelivision, or SLAD, consisting of
Argentina, Chile, Ecuador, Peru and Uruguay. ABefember 31, 2014, 40.8% of our restaurants wegddd in Brazil, 18.1% in SLAD, 24.2% in
NOLAD and 16.9% in the Caribbean division. We foouasour customers by managing operations at tred leeel, including marketing campaig
and special offers, menu management and monitatistpmer satisfaction, while leveraging our size&byducting administrative and strategic
functions at the divisional or corporate levelaapropriate.

We are required to report information about opagaiegments in our financial statements in accaelaith ASC 280. Operating segments
are components of a company about which separaedial information is available that is regulaglyaluated by the chief operating decision
maker(s) in deciding how to allocate resourcesassess performance. We have determined that contabfe segments are those that are based of
our method of internal reporting, and we manageboiginess and operations through our four geograptivisions (Brazil, the Caribbean divisir
NOLAD and SLAD). The accounting policies of the semts are the same as those for the Company omsalated basit

Principal Income Statement Line ltems

Revenues

We generate revenues primarily from two sourcdesday Company-operated restaurants and revenoeffamchised restaurants, which

primarily consists of rental income, typically bese the greater of a flat fee or a percentagelesseported by our franchised restaurants. This
rent, along with occupancy and operating rightstifgulated in our franchise agreements. Thesesaggnts typically have a 20-year term but may
be shorter if necessary to mirror the term of #wd estate lease. In 2014, sales by Company-opardtaurants and revenues from franchised
restaurants represented 96.0% and 4.0% of ourrtatahues, respectively. In both 2013 and 2012sday Company-operated restaurants and
revenues from franchised restaurants represent@éand 4.3% of our total revenues, respectively.

Operating Costs & Expenses

Our sales are heavily influenced by brand advegisinenu selection and initiatives to improve nastat operations. Sales are also affected by
the timing of restaurant openings and closuresd@/eot record sales from our franchised restautevenues.
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Company-operated restaurants incur four types efaijmg costs and expenses:
. food and paper costs, which represent the cogtegiroducts that we sell to customers in Compagrated restaurants;

« payroll and employee benefit costs, which repreentvages paid to Company-operated restaurantgaeand crew, as well as the
costs of benefits and training, and which tendhtwéase as we increase sa

« occupancy and other operating expenses, whichgeptrall other direct costs of our Company-operegsthurants, including advertising
and promotional expenses, the costs of outsidewdrith are generally tied to sales and therefoceciase as we increase our sales, oL
services, such as security and cash collectiotdibgiand leasehold improvement depreciation, d=2atien on equipment, repairs and
maintenance, insurance, restaurant operating sgpafid utilities; an

« royalty fees, representing the continuing franciéses we pay to McDonald’s pursuant to the MFAsicilare determined as a percentage
of gross product sale

Franchised restaurant occupancy expenses incluaalymas applicable, the costs of depreciatingmagthtaining the land and buildings upon
which franchised restaurants are situated or teeafdeasing that property. A significant portiohour leases establish that rent payments aredll
on the greater of a flat fee or a specified peagaf the restaurant’s sales.

We promote the McDonald’s brand and our productadwertising in all of the Territories. Pursuanthe MFASs, we are required to spend at
least 5% of our sales on advertisement and promaiitivities annually. These activities are guibgdur overall marketing plan, which identifies
the key strategic platforms that we leverage teadsiales. Our franchisees are generally requirgdyais 5% of their sales to cover advertising
expenditures related to their restaurants. We attdou these payments as a deduction to our adimgtexpenses. As a result, our advertising
expenses only reflect the expenditures relatedorofgainy-operated restaurants. Advertising experrsageaorded within the “Occupancy and other
operating expenses” line item in our consolidaterbine statement. The only exception to this paidp Mexico, where both we and our
franchisees contribute funds to a cooperativeithasponsible for advertisement and promotiorviies for Mexico.

General and administrative expenses include this od®verhead, including salaries and facilitiesyel expenses, depreciation of office
equipment, buildings and vehicles, amortizatiomtdngible assets, occupancy costs, professiomatss and the cost of field management for
Company-operated and franchised restaurants, antbegs.

Other operating expenses, net, include gains asd$oon asset acquisitions and dispositions, wffiseaf property and equipment, insurance
recovery, impairment charges, rental income andetégtion expenses of excess properties, resolts flistribution centers (until March 16, 2011),
the equity awards granted to our CEO until 201grwa for contingencies, write-offs and write-dowafsnventory, recovery of taxes and other
miscellaneous items.

Other Line Items
Net interest expense primarily includes interegiegise on our short-term and long-term debt asagethe amortization of deferred financing
costs. Loss from derivative instruments relatethéonegative change in the fair market value dfageiof our derivatives not designated as hedging
instruments, which are used to help mitigate sofrmipforeign currency exchange rate risk.

Foreign currency exchange results relate to theangf remeasuring monetary assets and liabilitegeominated in currencies other than our
functional currencies. See “—Foreign Currency Tlatitn.”

Other non-operating income (expenses), net prignardlude certain results related to tax credissea taxes and income tax adjustments
related to prior years we are required to pay ntage countries and other non-operating charges.
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Income tax expense includes both current and deféncome taxes. Current income taxes represem@niount accrued during the period to
be paid to the tax authorities while deferred inedaxes represent the earnings impact of the chardgferred tax assets and liabilities that are
recognized in our balance sheet for future incamecbnsequences.

Net income attributable to non-controlling inteeestlate to the participation of non-controllingeirests in the net income of certain
subsidiaries that collectively owned 18 restaurahf3ecember 31, 2014 (28 restaurants at Decenb@033).

Impact of Inflation and Changing Prices

Some of the countries in which we operate havergxpeed, or are currently experiencing, high ratieisflation. In general, we believe that,
over time, we have demonstrated the ability to rganaflationary environments effectively. Duringl2Q our revenues were favorably impacted by
our pricing strategy in many of these inflationarwironments, as we have generally been able tedse average check to keep pace with infle

The Venezuelan market is also subject to pricerotsmtwhich limits our ability to increase pricesdffset the impact of continuing high
inflation on our operating costs. As part of thaukry 2014 announcements, the Venezuelan goverratsenissued a new regulation (further
amended in November 2014), establishing a maximafit pnargin for companies and maximum prices fertain goods and services. Although
managed to navigate the negative impact of thislagign on our operations during 2014, the existesfcsuch laws and regulations continues to
present a risk to our business. We continue taettasonitor developments in this dynamic environtmen

Key Business Measures

We track our results of operations and manage vsinbss by using three key business measures: cabipaales growth, average restaurant
sales and sales growth. In addition, we use AdjUBRITDA to facilitate operating performance conipans from period to period. See
“Presentation of Financial and Other Information-h€tFinancial Measures” and “ltem 3. Key InformatieA. Selected Financial Data.”
Systemwide results are driven primarily by our Campoperated restaurants, as 74.4% of our systeemegtaurants are Company-operated as of
December 31, 2014. Systemwide data represents msegsu both Company-operated and franchised restésl While sales by franchisees are not
recorded as revenues by us, management believedgdh®mation is important in understanding our fioal performance because these sales a
basis on which we calculate and record franchiesthurant revenues and are indicative of the fiahhealth of our franchisee base. Unless
otherwise stated, comparable sales growth, aveesgaurant sales and sales growth are presentedystemwide basis.

Comparable Sales

Comparable sales is a key performance indicatat within the retail industry and is indicative bftsuccess of our initiatives as well as local
economic, competitive and consumer trends. Compmeathes are driven by changes in traffic and ayecheck, which is affected by changes in
pricing and product mix. Increases or decreasestimparable sales represent the percent changkesfsam the prior year for all restaurants in
operation for at least thirteen months, includimgse temporarily closed. Some of the reasons mesteumay close temporarily include reimaging
or remodeling, rebuilding, road construction anturel disasters. With respect to restaurants witiene are changes in ownership, primarily
changes from being franchised restaurants to bemp@dmpany-operated restaurants, all previous rsbales are reclassified according to the
new ownership category when reporting comparabéssas a result, there will be discrepancies betwthe sales figures used to calculate
comparable sales and our results of operationsié@t on a calendar basis, and therefore the cabitity of the same month, quarter and year
with the corresponding period for the prior yeaimipacted by the mix of days. The number of weekdaseekend days and timing of holidays in a
period can impact comparable sales positively gatieely. We refer to these impacts as calenddw/tsading day adjustments. These impacts vary
geographically due to consumer spending patterd$awne the greatest effect on monthly comparalis sehile annual impacts are typically
minimal.

We calculate and analyze comparable sales andgeveheck in our divisions and systemwide on a emisturrency basis, which means they
are calculated using the same exchange rate iptblecable division or
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systemwide, as applicable, over the periods unal@parison to remove the effects of currency flutitues from the analysis. We believe these
constant currency measures provide a more meahiagdlysis of our business by identifying the utgeg business trend, without distortion from
the effect of foreign currency fluctuations.

Company-operated comparable sales growth refersmparable sales growth for Company-operated nesttiand franchised comparable
sales growth refers to comparable sales growtfrdochised restaurants. We believe comparable gategh is a key indicator of our performance,
as influenced by our strategic initiatives and ¢hoBour competitors.

Average Restaurant Sales

Average restaurant sales, or ARS, is an importaatsure of the financial performance of our systefewéstaurants and changes in the ov
direction and trends of sales. ARS is calculatedibiging the sales for the relevant period by @hithmetic mean of the number of restaurants ¢
beginning and end of such period. ARS is influencedtly by comparable sales performance and resthopenings and closures. As ARS is
provided in nominal terms, it is affected by moveitsan foreign currency exchange rates.

Sales Growth

Sales growth refers to the change in sales besiaurants, whether operated by us or by franchideen one period to another. We present
sales growth both in nominal terms and on a cohstamency basis, which means the latter is caledlasing the same exchange rate over the
periods under comparison to remove the effectsiobacy fluctuations from the analysis.

Foreign Currency Translation

The financial statements of our foreign operatinlgsidiaries are translated in accordance with gnadan ASC 830, Foreign Currency Matt
See Note 3 to our consolidated financial stateméntsept for our Venezuelan operations, the fumeti@urrencies of our foreign operating
subsidiaries are the local currencies of the césin which we conduct our operations. Thereftire assets and liabilities of these subsidiaries ar
translated into U.S. dollars at the exchange radesf the balance sheet date, and revenues andsespare translated at the average exchange rate
prevailing during the period. Translation adjustiseare included in the “Accumulated other comprshenloss” component of shareholders’
equity. We record foreign currency exchange resaltted to monetary assets and liabilities denatethin currencies other than our functional
currencies in our consolidated income statement.

Effective January 1, 2010, Venezuela is considardz highly inflationary. Under U.S. GAAP, an eoany is considered to be highly
inflationary when its three-year cumulative ratendfation meets or exceeds 100%. Under the higtflationary basis of accounting, the financial
statements of our Venezuelan subsidiaries are med as if their functional currency were our réipg currency (U.S. dollars), with
remeasurement gains and losses recognized in garmather than in the cumulative translation adjesit component of other comprehensive loss
within shareholders’ equity.

For more details about the Venezuelan exchangeisai for financial reporting, see Notes 21 antb28ur consolidated financial statements.
Factors Affecting Comparability of Results

Seasonality

Our sales and revenues are generally greater isetttnd half of the year than in the first halth@lgh the impact on our results of operations
is relatively small, this impact is due to increisensumption of our products during the winter aathmer holiday seasons, affecting July and
December, respectively.

Critical Accounting Policies and Estimates
This management’s discussion and analysis of fiahoondition and results of operations is baseshupur consolidated financial statements,

which have been prepared in accordance with acic@uptinciples generally accepted in the UnitedédaThe preparation of these financial
statements requires us to make estimates and
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judgments that affect the reported amounts of askabilities, revenues and expenses as welllateedisclosures. On an ongoing basis
evaluate our estimates and judgments based omibédtexperience and various other factors thabeleeve to be reasonable under the
circumstances. Actual results may differ from thestmates under varying assumptions or conditions.

We consider an accounting estimate to be critfcal i

« the nature of the estimates or assumptions is rahtkre to the levels of subjectivity and judgmeatessary to account for highly
uncertain matters or the susceptibility of suchteratto change; ar

« the impact of the estimates and assumptions ofiramcial condition or operating performance is enitl.
We believe that of our significant accounting pielg; the following encompass a higher degree afijueht and/or complexity.
Depreciation of Property and Equipment

Accounting for property and equipment involves tise of estimates for determining the useful liviethe assets over which they are to be
depreciated. We believe that the estimates we rteaftetermine an asset’s useful life are criticaloamting estimates because they require our
management to make estimates about technologioalten and competitive uses of assets. We depgeepi@perty and equipment on a straight-
line basis over their useful lives based on manage¢mestimates of the period over which these assétgemerate revenue (not to exceed the |
term plus renewal options for leased property). T$eful lives are estimated based on historicateepce with similar assets, taking into account
anticipated technological or other changes. Weop@aally review these lives relative to physicalttas, economic considerations and industry
trends. If there are changes in the planned upeoglerty and equipment, or if technological chamy=sir more rapidly than anticipated, the useful
lives assigned to these assets may need to beshdrtresulting in the recognition of increased-el@ption and amortization expense or write-offs
in future periods. No significant changes to uséi@s have been recorded in the past. A significhkange in the facts and circumstances that we
relied upon in making our estimates may have amahiempact on our operating results and financ@idition.

Impairment of Long-Lived Assets and Goodwiill

We review long-lived assets for impairment whenesants or changes in circumstances indicate lleatdrrying amount of an asset may not
be recoverable. We review goodwill for impairmentaally in the fourth quarter. In assessing thevecability of our long-lived assets and
goodwill, we consider changes in economic cond#tiand make assumptions regarding, among other$aestimated future cash flows by market
and by restaurant, discount rates by country aadatin value of the assets. Estimates of futuré dasvs are highly subjective judgments based on
our experience and knowledge of our operationss@lestimates can be significantly impacted by nfactprs, including changes in global and
local business and economic conditions, operatisgse inflation, competition, and consumer and dgeyohic trends. A key assumption impacting
estimated future cash flows is the estimated changemparable sales.

During June 2014, we performed impairment testim@ar long-lived assets in Venezuela consideriegaperating losses incurred in this
market as a consequence of the currency exchatgehange (indicator of potential impairment). A®sult of this analysis, we recorded an
impairment charge of $45.2 million using a fair ketrvalue approach. This change is primarily asgediwith a piece of real estate acquired du
the fourth quarter of 2013. The impairment chaidge acluded certain restaurants with undiscouffiiéate cash flows insufficient to recover their
carrying value.

See Note 3 to our consolidated financial statemienta detail of markets for which we performed aiyment tests of our long-lived assets and
goodwill, as well as impairment charges recorded.

If our estimates or underlying assumptions changhe future, we may be required to record addiiGmpairment charges.
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Share-Based Compensation

We have share-based compensation plans outstamgliagant to which we granted liability awards taai@a employees under a long-term
incentive plan. The accrued liability is remeasumethe end of each reporting period until settletn€he fair value of our liability awards is
estimated using the Black-Scholes model. Accourfingur share-based compensation plans invohesige of estimates for determining: (a) the
number of units that will vest based on the estmaompletion of the requisite service period, @r)dhe assumptions required by the closed-form
pricing model (expected volatility, dividend yieldsk-free interest rate and expected term). Tlassemptions are estimated as follows:

«  Expected volatility: based on implied volatility ofir class A shares.
« Dividend yield: based on estimated annual dividemds Company’s market capitalization.

« Risk-free interest: prevailing implied interesteraff the U.S. Treasury zero-coupon strips withnaaiaing time to maturity similar to
the expected term of the ple

« Expected term: estimated as an average of thengestim and the original contractual term of thenpl

All of these assumptions significantly impact tistimated fair value of the awards. We use histbdeta and estimates to determine these
assumptions, and if these assumptions and/or dlek& ptice change significantly in the future, opemating results and financial condition could be
significantly impacted. See Note 16 to our consubd financial statements for additional detaitlmmassumptions used in our estimates and the
amounts involved.

In March 2011, we adopted our Equity Incentive P@ar2011 Plan, to attract and retain the mostlhigbalified and capable professionals
to promote the success of our business througmm@amehaward program. The 2011 Plan permits grefrasvards relating to our class A shares,
including awards in the form of share (also reféieas stock) options, restricted shares, resttishare units, share appreciation rights,
performance awards and other share-based awavdh be determined by our Board of Directors. Thaximum number of shares that may be
issued under the 2011 Plan is 5,238,235 class reshequal to 2.5% of our total outstanding classA class B shares immediately following our
initial public offering on April 14, 2011.

Restricted share units are measured at the grémtrurket price of our class A shares. Stock optane accounted for at their grant-date fair
value. Fair value of stock options is calculateitigishe BlackScholes option pricing model. This calculationfifeeted by our stock price as well
assumptions regarding a number of highly compleksarbjective variables (expected volatility, divideyield, risk-free interest rate and expected
term). These assumptions are estimated as wa®pstyidescribed for our liability awards. See Nbéeto our consolidated financial statements for
additional detail on the assumptions used in otimases and the amounts involved.

Accounting for Taxes

We record a valuation allowance to reduce the gagryalue of deferred tax assets if it is moreljikban not that some portion or all of our
deferred assets will not be realized. Our valuatitmwance as of December 31, 2014, 2013 and 20itiated to $301.0 million, $270.1 million
and $236.6 million, respectively. We have considduture taxable income and ongoing prudent ansiliéatax strategies in assessing the need for
the valuation allowance. This assessment is caoig¢dn the basis of internal projections, which apdated to reflect our most recent operating
trends, such as expiration date for tax loss canwdrds. Because of the imprecision inherent infanyard-looking data, the further into the future
our estimates cover, the less objectively veriiahey become. Therefore, we apply judgment tandefie period of time to include projected fu
income to support the future realization of theliaxefit of an existing deductible temporary diéiece or carryforward and whether there is
sufficient evidence to support the projections atae-likely-than-not level for this period of timBetermining whether a valuation allowance for
deferred tax assets is necessary often requirestansive analysis of positive (e.g., a histora@furately projecting income) and negative evidt
(e.g., historic operating losses) regarding retiimeof the deferred tax assets and inherent ity #raassessment of the likelihood of sufficiertiife
taxable income. In 2014 and 2013, we recognizegsamounting to $71.7 million and $39.6 millioespectively, related to tax loss carryforwards
for which realization is not expected to occur. ingr2012, we
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recognized a gain for the change in the valuatilanvance amounting to $7.7 million due to improventsein projected taxable income and a
relative increase of positive evidence as comptreegative evidence due to the reversal of trefdiéstoric operating losses in some markets. If
these estimates and assumptions change in the futarmay be required to adjust the valuation alove. This could result in a charge to, or an
increase in, income in the period this determimaisomade.

In addition, the Company operates within multigring jurisdictions and is subject to audit in th@gisdictions. The Company assesses the
likelihood of any adverse judgments or outcomegotax positions, including income tax and otleetes, based on the technical merits of a tax
position derived from authorities such as legislatand statutes, legislative intent, regulationbngs and case law and their applicability to the
facts and circumstances of the tax position. Sutbommes may change in the future due to new dexedofs in each matter.

Provision for Contingencies

We have certain contingent liabilities with respiecexisting or potential claims, lawsuits and otheceedings, including those involving
labor, tax and other matters. Accounting for cageimcies involves the use of estimates for detengittie probability of each contingency and the
estimated amount to settle the obligation, inclgdiglated costs. We accrue liabilities when itrishyable that future costs will be incurred and the
costs can be reasonably estimated. The accruatmses on all the information available at theasse date of the financial statements, including
our estimates of the outcomes of these mattereanthwyers’ experience in contesting, litigatinglasettling similar matters. If we are unable to
reliably measure the obligation, no provision isoreled and information is then presented in thesitit our consolidated financial statements. As
the scope of the liabilities becomes better defitieeke may be changes in the estimates of futstscBecause of the inherent uncertainties in this
estimation, actual expenditures may be differemifthe originally estimated amount recognized. ‘Been 8. Financial Information—A.
Consolidated Statements and Other Financial Infooma-Legal Proceedings” for a description of siggaht claims, lawsuits and other
proceedings.

See Note 17 to our consolidated financial statesfemtmore information.
Results of Operations

We have based the following discussion on our dideted financial statements. You should readahglwith these financial statements, and
it is qualified in its entirety by reference to the

In a number of places in this annual report, ireotd analyze changes in our business from peagettiod, we present our results of
operations and financial condition on a constantericy basis, which isolates the effects of foragohange rates on our results of operations and
financial condition. In particular, we have isolatbe effects of appreciation and depreciatiorooél currencies in the Territories against the U.S.
dollar because we believe that doing so is usaefuhderstanding the development of our businessthiése purposes, we eliminate the effect of
movements in the exchange rates by convertingdtebes for both periods being compared from tbeal currencies to the U.S. dollar using the
same exchange rate.
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Year Ended December 31, 2014 Compared to Year Endézecember 31, 2013

Set forth below are our results of operations ffiertears ended December 31, 2014 and 2013.

Sales by Compar-operated restaurar
Revenues from franchised restaurants

Total revenues

Compan-operated restaurant expens
Food and pape

Payroll and employee benef

Occupancy and other operating exper
Royalty fees

Franchised restaurar— occupancy expens:
General and administrative expen

Other operating expenses, net

Total operating costs and expense
Operating income

Net interest expens

Loss from derivative instrumen

Foreign currency exchange rest

Other non-operating expenses, net
(Loss) income before income taxe
Income tax expense

Net (loss) income

Less: Net income attributable to non-controllingenests

Net (loss) income attributable to Arcos Dorados Halings Inc.
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For the Years Ended
December 31,

% Increase

2014 2013 (Decrease)
(in thousands of U.S
dollars)
$ 3,504,30. $ 3,859,88 (9.2%
146,76: 173,42° (15.9)
3,651,06! 4,033,311 (9.5)
(1,243,90) (1,350,51) (7.9
(734,09) (814,119 (9.8
(997,06  (1,055,18) (5.5
(173,667 (188,88") (8.7
(63,939 (63,279 11
(272,06 (317,74 (14.9
(95,476 (15,070 533.¢
(3,580,20)  (3,804,78) (5.9
70,85’ 228,52. (69.0
(72,75() (88,15¢) (17.5)
(685) (4,147 (83.9)
(74,171°) (38,789 91.1
14¢€ (848) (117.2)
(76,549 96,59¢ (179.9)
(32,479 (42,722 (24.0
(109,029 53,87: (302.9
(305) (18) 1,594.
(109,33) 53,85¢ (303.0
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Set forth below is a summary of changes to ouresyaide, Company-operated and franchised restapaatfolios in 2014 and 2013.

For the Years Ended
December 31,

Systemwide Restaurants 2014 2013

Systemwide restaurants at beginning of pe 2,06z 1,94¢
Restaurant opening 82 13C
Restaurant closings (23 (16)
Systemwide restaurants at end of period 2,121 2,062

For the Years Ended
December 31,

Company-operated Restaurants 2014 2013

Compan-operated restaurants at beginning of pe 1,63¢ 1,45:
Restaurant opening 56 95
Restaurant closing (29 (8)
Net conversions of franchised restaurants to Cog-operated restaurants 2 (2)
Company-operated restaurants at end of period 1,577 1,53¢

For the Years Ended
December 31,

Franchised Restaurants 2014 2013

Franchised restaurants at beginning of pe 524 49t
Restaurant opening 26 35
Restaurant closing (4) (8)
Net conversions of franchised restaurants to Cog-operated restaurants (2) 2
Franchised restaurants at end of period 544 524

Key Business Measures

We track our results of operations and manage vsinbss by using three key business measures: cabipaales growth, average restaurant
sales and sales growth. Unless otherwise statetha@ble sales growth, average restaurant salesademlgrowth are presented on a systemwide

basis.
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Comparable Sales
For the Year Ended
December 31, 2014

Arcos Dorados

Systemwide comparable sales gro 10.0%
Compan-operated comparable sales gro 8.5
Franchised comparable sales gro 14.0
Systemwide Comparable Sales Growth by Divisio

Brazil 1.8
Caribbean divisiol 24.7
NOLAD (4.6)
SLAD 211
Company-operated Comparable Sales Growth by Divisiol

Brazil 1.2
Caribbean divisiol 18.5
NOLAD (5.6)
SLAD 19.8
Franchised Comparable Sales Growth by Divisiol

Brazil 3.2%
Caribbean divisiol 38.7
NOLAD (2.6)
SLAD 30.4

Our comparable sales growth on a systemwide bag814 was driven by the increase in average chetich resulted mainly from price
increases.

Average Restaurant Sales

For the Years Ended
December 31,

2014 2013
(in thousands of U.S
dollars)
Systemwide average restaurant s $ 2,26¢ $ 2,611
Compan-operated average restaurant s 2,25( 2,581
Franchised average restaurant s 2,31¢ 2,69

Our ARS decreased in 2014 because of the depr@tiatimost currencies in the Territories againstihS. dollar, partially offset by
comparable sales growth of 10.0%.

Sales Growth
For the Year Ended
December 31, 2014
(in nominal  (in constant
terms) currency)
Brazil —% 9.2%
Caribbean divisiol (31.9 26.2
NOLAD (5.6 (2.8
SLAD (9.9 24.2
Total Systemwide Sales Growitt (9.9) 14.7

In nominal terms, sales decreased during 2014 altretnegative impact of the depreciation of mastencies in the Territories against the
U.S. dollar. This was partially offset by compamabales growth of 10.0% and the net addition ofrEgBaurants systemwide since January 1, 2013
We had 1,577 Company-operated restaurants and&dehised restaurants as of December 31, 2014,arechpo 1,538 Company-operated
restaurants and 524 franchised restaurants ascafnbieer 31, 2013.
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Revenues

For the Years Ended
December 31,

2014 2013 % Decrease
(in thousands of U.S
dollars)

Sales by Compan-operated Restaurants
Brazil 1,724,880 $ 1,755,711 (1.8)%
Caribbean divisiol 574,54 780,67! (26.9)
NOLAD 367,07 388,24t (5.5
SLAD 837,79! 935,24t (10.9
Total 3,504,30: 3,859,88. (9.2
Revenues from Franchised Restaurant
Brazil 91,15’ 86,60¢ 5.2%
Caribbean divisiol 19,68( 49,77: (60.5)
NOLAD 18,03¢ 19,52¢ (7.6
SLAD 17,88: 17,52: 2.1
Total 146,76: 173,42° (15.9)
Total Revenues
Brazil 1,816,041 1,842,32. (21.9)%
Caribbean divisiol 594,22( 830,44 (28.9)
NOLAD 385,11« 407,77 (5.6
SLAD 855,68! 952,76 (10.2)
Total 3,651,06! 4,033,31 (9.5)

Sales by Company-operated Restaurants

Total sales by Company-operated restaurants dectdégs$355.6 million, or 9.2%, from $3,859.9 miflim 2013 to $3,504.3 million in 2014,
mainly as a result of the depreciation of mostencies in the Territories against the U.S. do&5@.3 million). This was partially offset by 8.5%
growth in comparable sales, due to a higher averhgek, which caused sales to increase by $324lidmicoupled with a $172.2 million increase
as a result of 124 net restaurant openings simagada 1, 2013. Sales were negatively affected byFbotball World Cup held in Brazil in June and
July 2014 and a worsening macroeconomic environinesir main countries.

In Brazil, sales by Company-operated restaurarteedsed by $30.8 million, or 1.8%, to $1,724.9iomll This was a consequence of the
depreciation of the real against the U.S. dolldriclv caused sales to decrease by $157.2 milliois. Was partially offset by 80 net restaurant
openings and the conversion of 1 franchised resitaumto a Company-operated restaurant since Jadu2013 which contributed $104.7 million
to the increase. Average check growth was the daffeomparable sales growth of 1.2%, which contield $21.6 million to the increase in sales.

In the Caribbean division, sales by Company-opdregstaurants decreased by $206.1 million, or 26t4%574.5 million. The main driver of
this decrease was the adoption of SICAD and SICIAd3 kthe reporting exchange rate in Venezuela, wtégised sales to decrease by $377.2
million. This was partially offset by 18.5% growithcomparable sales, which contributed $144.5 amillio the increase in sales. Average check
growth was the driver of comparable sales growthrasulted from price increases. In addition, teeapening of 10 restaurants and the conversion
of 1 franchised restaurant into a Company-opernasthurant since January 1, 2013 contributed $26lion to the increase in sales.

In NOLAD, sales by Company-operated restaurantsedsed by $21.2 million, or 5.5%, to $367.1 milli@recrease in comparable guest
counts related to the unfavorable economic envigrtrand tougher competitive environment couplett witower average check, resulting from a
negative change in product mix, caused comparaids o decrease by 5.6%, negatively impactingsdafeb21.5 million. In addition, depreciation
of local currencies caused sales to decrease hy $liBion. This was patrtially offset by 14 net f@srant openings and the conversion of 3
franchised restaurants into Company-operated nesttusince January 1, 2013, which resulted iles sacrease of $16.4 million.
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In SLAD, sales by Company-operated restaurantedsed by $97.4 million, or 10.4%, to $837.8 millidhe depreciation of most currencies
in the region against the U.S. dollar caused galdecrease by $301.8 million. This was partiaffget by 19.8% growth in comparable sales,
resulting from a higher average check, which cassées to increase by $179.9 million. In addititw, net opening of 20 restaurants, partially o
by the conversion of 5 Company-operated restaumattt$ranchised restaurants since January 1, 2848ributed $24.5 million to the increase in
sales.

Revenues from Franchised Restaurants

Our total revenues from franchised restaurantsedsed by $26.7 million, or 15.4%, from $173.4 miilin 2013 to $146.8 million in 2014.
The main contributors to this decrease were theedétion of most currencies in the Territoriesiagiathe U.S. dollar by $44.6 million, and lower
rental income as a percentage of sales which desldeom 12.6% in 2013 to 11.9% in 2014, amoun$ihd.8 million. This was partially offset by
comparable sales growth of 14.0%, which resulteghicrease in revenues of $26.7 million, andhigteopening of 49 franchised restaurants since
January 1, 2013, which caused revenues from fraadhiestaurants to increase by $10.1 million. 14284.5% and 15.5% of revenues from
franchised restaurants were earned on the baaip@fcentage of sales and on a flat fee basisctgely. In 2013, 85% and 15% of revenues from
franchised restaurants were earned on the baaip@fcentage of sales and on a flat fee basisctgely.

In Brazil, revenues from franchised restaurantseiased by $4.5 million, or 5.3%, to $91.2 milliaimparily as a result of 55 net franchised
restaurant openings, which was partly offset byctheversion of 1 franchised restaurant into a Cowpperated restaurant, since January 1, 2013,
and comparable sales growth of 3.2%, which expth#f2 million and $2.8 million of the increasespectively. In addition, increased rental
income, resulted in increased revenues from fraechiestaurants of $0.9 million. This was partiaffiget by the depreciation of theal against th
U.S. dollar by $8.4 million.

In the Caribbean division, revenues from franchigstiaurants decreased by $30.1 million, or 60t6%19.7 million. This decrease was
driven by the adoption of SICAD and SICAD Il as tleporting exchange rate in Venezuela, lower réntaime, and the net closing of 4 restaur
as well as the conversion of one franchised reateunto a Company-operated restaurant since Jaiu2013, impacting revenues by $28.0
million, $19.9 million and 0.8 million, respectiyelThis was partially offset by comparable salesagh of 38.7%, resulting in an $18.6 million
increase in revenues. Rental income was negataftdgted by new Venezuelan governmental regulationental contracts, which imposed a limit
on the rent that we can charge to lessees sincenimr 2013.

In NOLAD, revenues from franchised restaurants elesed by $1.5 million, or 7.6%, to $18.0 millioti§ decrease was a result of the
depreciation of the Mexicgmesoagainst the U.S. dollar, contributing $0.6 millimoupled with a 2.6% decrease in comparable sak:éomer
rental income, amounting to $0.5 million and $0i8iom, respectively. In addition, the net closiofj4 restaurants and the conversion of 3
franchised restaurants into Company-operated nesttusince January 1, 2013, caused revenues fesrohised restaurants to decrease by $0.1
million.

In SLAD, revenues from franchised restaurants imeee by $0.4 million, or 2.1%, to $17.9 million.iggrowth mainly resulted from a
comparable sales growth of 30.4%, which accourge%.8 million. In addition, the net openings wbtrestaurants, coupled with the conversio
five Company-operated restaurants into franchissthurants since January 1, 2013 and higher lieatahe caused revenues to increase by $1.7
million and $0.6 million, respectively. The depm@n of the local currencies in Argentina and €laigainst the U.S. dollar represented a decrease
in revenues of $7.8 million.

Operating Costs and Expenses
Food and Paper
Our total food and paper costs decreased by $10#ién, or 7.9%, to $1,243.9 million in 2014, asnspared to 2013. As a percentage of our
total sales by Company-operated restaurants, fodgaper costs increased by 0.5 percentage poif3ts.5%, primarily due to higher input costs in

SLAD resulting from the devaluation of ArgentiniBesoand an increase in beef cost. In addition, an wréhle change in product mix in Brazil
and higher input costs in Brazil explain food amger cost increase as a percentage of sales byabgroperated restaurants.
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In Brazil, food and paper costs increased by $0lilom to $553.2 million. As a percentage of thgision’s sales by Company-operated
restaurants, food and paper costs increased ljyedc@ntage points to 32.1%, primarily as a redudihaunfavorable change in product mix and cost
increases that were higher than the increase @s gaices.

In the Caribbean division, food and paper costsedeed by $84.9 million, or 26.7%, to $233.4 millids a percentage of the division’s sales
by Company-operated restaurants, food and papes desreased by 0.1% percentage points to 40.6%|yntiue to a change in Venezuela's
weight in the Division’s food and paper cost stauetrelated to the adoption of SICAD and SICADdIthe reporting exchange rate, as Venezuela’s
food and paper cost as percentage of sales isrhigdue the rest of the countries in the Division.

In NOLAD, food and paper costs decreased by $1@lbm or 10.5%, to $139.5 million. As a percentanf the division’s sales by Company-
operated restaurants, food and paper costs dedrbgsel percentage points to 38.0%, resulting grilynfrom price increases that were higher 1
the increase in costs throughout all markets, aaliplith favorable product mix changes in Mexico.

In SLAD, food and paper costs decreased by $15l®mior 4.9%, to $307.2 million. As a percentaifehe division’s sales by Company-
operated restaurants, food and paper costs inctégs2. 1 percentage points to 36.7%, mostly asatref higher input costs resulting from the
devaluation of ArgentiniaResoand an increase in beef cost.

Payroll and Employee Benefits

Our total payroll and employee benefits costs demé by $80.0 million, or 9.8%, to $734.1 million2014, as compared to 2013. As a
percentage of our total sales by Company-opera&durants, payroll and employee benefits costedsed 0.1 percentage points to 20.9%. This
decrease in payroll and employee benefits cosdsp@scentage of our total sales by Company-operatgdurants is mostly attributable to a tax
credit related to salaries in Brazil.

In Brazil, payroll and employee benefits costs dased by $17.1 million, or 4.5%, to $359.7 millids. a percentage of the division’s sales by
Company-operated restaurants, payroll and emploggaefits costs decreased by 0.6 percentage poi@ 9% as a result of a tax over salaries
credit.

In the Caribbean division, payroll and employeedfigs costs decreased by $35.0 million, or 22.3%4122.1 million. As a percentage of the
division’s sales by Company-operated restauramaig,agli and employee benefits costs increased bypdrdentage points to 21.2%, mainly due to a
greater increase in salaries than in average dheé&nezuela and Puerto Rico.

In NOLAD, payroll and employee benefits costs daseel by $2.2 million, or 3.4%, to $63.2 million. Apercentage of the division’s sales by
Company-operated restaurants, payroll and emplbggaefits costs increased 0.4 percentage point8.834d, resulting from negative comparable
sales in all markets and the bi-annual increaseergovernment-mandated minimum wage in Panama.

In SLAD, payroll and employee benefits costs demedaby $25.7 million, or 12.0%, to $189.2 millidxs a percentage of the division’s sales
by Companysperated restaurants, payroll and employee benkfitseased by 0.4 percentage points to 22.6%esull of an increase in operatic
efficiency mainly in Argentina.

Occupancy and Other Operating Expenses

Our total occupancy and other operating expensagased by $58.1 million, or 5.5%, to $997.1 millio 2014, as compared to 2013. As a
percentage of our total sales by Company-operatsgdurants, occupancy and other operating expeangessed 1.1 percentage points to 28.5%,
mainly due to the adoption of SICAD and SICAD lIraporting exchange rates in Venezuela, sinceinaststs are measured in U.S. dollars at
historical exchange rates while sales are trarsskttapplicable SICAD or SICAD Il exchange ratesaddition, negative comparable sales growth
in NOLAD and higher depreciation and amortizatiowl éabor contingencies in Brazil, related to therémsed efficiency of Brazilian courts in
managing these types of claims, also contributeétieéalecrease in total occupancy and other opgrakipenses.
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In Brazil, occupancy and other operating expensa®ased by $0.4 million, or 0.1%, to $496.7 millids a percentage of the division’s sales
by Company-operated restaurants, occupancy and @peeating expenses increased by 0.5 percentagts po 28.8% as a result of an increase in
depreciation and amortization expenses, and amaserin labor contingencies, due to the greatmiafty of the Brazilian courts in managing tr
types of claims.

In the Caribbean division, occupancy and other aippeg expenses decreased by $33.6 million, or 15t6%181.4 million. As a percentage of
the division’s sales by Company-operated restasractupancy and other operating expenses incrégsé@ percentage points to 31.6% due to
the adoption of SICAD and SICAD Il as the report®xghange rates in Venezuela, since sales ardaieasat the applicable SICAD or SICAD I
exchange rates, while depreciation and amortizaitisurances and certain operational inventoriesyalued at historical U.S. dollar cost.

In NOLAD, occupancy and other operating expenseseésed by $0.7 million, or 0.5%, to $128.1 milliés a percentage of the division’s
sales by Company-operated restaurants, occupadoyther operating expenses increased 1.7 perceptags to 34.9%, mainly due to the impact
of the comparable sales decrease over fixed csdshigher rent expense related to store and dessger openings.

In SLAD, occupancy and other operating expenseredsed by $26.5 million, or 11.1%, to $213.0 millids a percentage of the division’s
sales by Company-operated restaurants, occupadoyther operating expenses decreased by 0.2 pageepoints to 25.4%, mainly due to cost
efficiencies.

Royalty Fees

Our total royalty fees decreased by $15.2 mill@n8.1%, to $173.7 million in 2014, as compare@Qt3. As a percentage of sales, royalty
fees increased by 0.1 percentage points to 5.0&stadthe lower weight of Venezuela's royalty fegthim the consolidated royalty fee structure, as
Venezuela's royalty fees as a percentage of salesver than the rest of the Territories due teefgranted by the McDonald’s Corporation.

In Brazil, royalty fees decreased by $1.6 million,1.7%, to $92.7 million in 2014, as compared@&2, in line with the increase in sales by
Company-operated restaurants.

In the Caribbean division, royalty fees decrease@i®9 million, or 26.3%, to $22.2 million in 201ds compared to 2013. As a percentage of
sales by Company-operated restaurants, royaltyréeeained unchanged at 3.9% due to a lower weigtienezuela’s royalty fees within the
division’s royalty fee structure, as Venezuela'galty costs as a percentage of sales is lowertti@rest of the Territories due to the relief geaint
by McDonald’s Corporation. This is related to tliption of the SICAD and SICAD Il as the reportiexchange rate.

In NOLAD, royalty fees decreased by $0.9 million 501%, to $17.8 million in 2014, as compared t&20n line with the increase in sales by
Company-operated restaurants.

In SLAD, royalty fees decreased by $4.8 million,16r5%, to $40.9 million in 2014, as compared td20As a percentage of sales by
Company-operated restaurants, royalty fees remaineldanged at 4.9%.

Franchised Restaurants—Occupancy Expenses

Occupancy expenses from franchised restaurantsased by $0.7 million or 1.1%, to $63.9 millior2@®14, as compared to 2013, due to
higher depreciation and amortization in Brazil &igher allowances for doubtful accounts in PueritbRpartially offset by lower rent expenses for
leased properties in Venezuela.

In Brazil, occupancy expenses from franchised teaf#ts increased by $2.9 million, or 7.5%, to $4@illion in 2014, as compared to 2013,
primarily due to higher depreciation and amortimatexpenses for owned properties and increase@xpenses for leased properties, the latter as a
consequence of the increase in sales from franthéstaurants and store openings. This was pgrtiiet by the depreciation of Braziliaeal .

In the Caribbean division, occupancy expenses franchised restaurants decreased by $1.9 millioh5@% to $10.4 million. This was

mainly due to a decrease in rent expenses fordgaeperties as a consequence of new Venezuelartgoental regulations on rental contracts in
place since December 2013, coupled with the adoptio
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of SICAD and SICAD Il as the reporting exchangeriatVenezuela. This was partially offset by highbowances for doubtful accounts in Puerto
Rico and Venezuela.

In NOLAD, occupancy expenses from franchised restas decreased by $0.1 million, or 1.2%, to $Hiildon in 2014, as compared to 20
mainly due to the depreciation of the Mexigasoagainst the U.S. dollar.

In SLAD, occupancy expenses from franchised reatdardecreased by $0.2 million, or 4.7%, to $4 llianiin 2014, as compared to 2013,
mainly due to the depreciation of local curreneigainst the U.S. dollar in Argentina and Chile.

Set forth below are the margins for our franchisedaurants in 2014, as compared to 2013. The méogour franchised restaurants is
expressed as a percentage and is equal to theediéebetween revenues from franchised restaumadteccupancy expenses from franchised
restaurants, divided by revenues from franchissthteants.

For the Years Ended
December 31,

2014 2013
Brazil 55.2% 56.2%
Caribbean Divisior 46.9% 75.1%
NOLAD 38.% 42.%
SLAD 77.5% 75.71%
Total 56.4% 63.5%

General and Administrative Expenses

General and administrative expenses decreaseddy B4llion, or 14.4%, to $272.1 million in 2014 eompared to 2013. This decrease was
mostly due to the depreciation of most currenaiethé Territories against the U.S. dollar, amoutm$61.7 million, a decrease in payroll due to
staff restructuring carried out during the lastrraof 2013 and the second quarter of 2014, anogitd $17.9 million and lower bonuses and o
variable compensation provisions amounting to $7illion. This was partially offset by salary incess mainly linked to Argentina’s and
Venezuela’'s inflation amounting to $22.9 milliomdaseverance payments as a consequence of thectestrg of staff amounting to $6.7 million.

In addition, the decrease was patrtially offset ighbr IT services amounting to $8.9 million, coupleith lower capitalization of costs and incree
in occupancy expenses amounting to $1.6 million&hd million, respectively.

In Brazil, general and administrative expenseseatesad by $6.1 million, or 6.6%, to $86.2 millior2@14, as compared to 2013. The decrease
resulted primarily from the depreciation of thel@gainst the U.S. dollar amounting to $8.1 millicoupled with a decrease in payroll due to staff
restructuring carried out during last quarter cf2@nd second quarter of 2014 amounting to $5.lfomiand lower bonuses and other variable
compensation provisions amounting to $0.8 millibhis was partially offset by salary increases antiogrto $5.0 million coupled with severance
payment which amounted to $0.4 million. In additithis decrease was partially offset by an incréaseftware amortization amounting to $1.0
million, consulting services related to tax progeaimounting to $0.9 million, higher employee mewl ather expenses of $0.6 million, lower
capitalization costs amounting to $0.4 million dmgher occupancy expenses amounting to $0.2 million

In the Caribbean division, general and administeaéixpenses decreased by $11.7 million, or 21.d%48.2 million in 2014, as compared to
2013. This decrease was mainly due to the adopfi®dCAD and SICAD Il as the reporting exchangesah Venezuela amounting to $16.8
million, coupled with a decrease in payroll cosé da staff restructurings carried out in the lasirger of 2013 and the second quarter of 2014
amounting to $3.2 million, partially offset by sglancreases, mainly due to Venezuela's inflatmmounting to $5.1 million, higher bonuses and
other variable compensation provisions amountin§lt@ million and severance payments of $1.5 mmillio

In NOLAD, general and administrative expenses desed by $0.5 million, or 1.9%, to $26.9 million2@14, as compared to 2013. The
decrease was mostly due to the depreciation dffdrécan peso against the U.S. dollar amountingltd #illion, coupled with a decrease in
payroll due to staff restructurings carried outidgrthe last quarter of 2013 and the second quaft2d14 amounting to $1.4 million, partially off
by higher bonuses and other variable compensatimrigions amounting to $1.2 million, salary ingesa and severance payments amounting to
$0.8 million and $0.8 million, respectively. In atiloh, the decrease is a result of higher managémen
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fees charged by McDonald’s Corporation for serviegslered to other markets that do not belong tm#&Dorados, amounting to $0.4 million and
a decrease in other payroll costs and shared sereitter fees amounting to $0.2 and $0.1 milliespectively.

In SLAD, general and administrative expenses deetay $8.6 million, or 21.9%, to $30.6 million2014, as compared to 2013. This
decrease was mainly due to the depreciation oftgentinePesocagainst the U.S. dollar amounting to $9.2 millioaupled with a decrease in
payroll costs due to staff restructurings carrigtiduring the fourth quarter of 2013 and the seapmatter of 2014 amounting to $2.0 million and
lower bonus provisions amounting to $1.9 milliohiSTwas partially offset by salary increases linkedrgentina’s inflation amounting to $2.2
million and severance payments amounting to $1l&omi In addition, this decrease was offset byirmrease in expatriate costs and travel expe
amounting to $0.3 million and $0.3 million, respeely, and increases in occupancy expenses andlewgsrvices amounting to $0.2 million.

General and administrative expenses for Corporadeothers decreased by $18.8 million, or 18.0988%.2 million in 2014, as compared to
2013. This decrease was mostly due to the depi@tiat the Argentind®esoagainst the U.S. dollar, as our corporate headensaare located in
Argentina, amounting to $26.5 million, coupled wathiecrease in payroll due to staff restructurcagsied out during the last quarter of 2013 and
the second quarter of 2014 amounting to $5.6 miléind lower bonuses and other variable compenspat@misions amounting to $8.0 million. This
was more than offset by salary increases linker¢rentina’s inflation, amounting to $9.8 million dseverance payments amounting to $2.6
million, coupled with higher IT services costs amtiog to $8.9 million.

Other Operating Expenses, Net

Other operating expenses, net increased by $80idrmio $95.5 million in 2014, as compared to 30This increase was primarily
attributable to the impairment of long-lived assetsvenezuela ($45.2 million) and other count(®2.7 million), impairment of goodwill in Puerto
Rico ($ 2.0 million), write-down of certain invemtes in Venezuela amounting to $19.4 million, do¢hte impact of the currency exchange rate
change on their net recoverable value (of whichBillion was due to the adoption of SICAD and SILTII), lower gain related with property
sales ($6.9 million) and lower gains resulting frima purchase of franchisee operated restaura®® gdillion).

Operating Income

For the Years Ended
December 31,

% Increase

2014 2013 (Decrease)
(in thousands of U.S
dollars)

Brazil $ 172,78 $ 188,44! (8.-3)%
Caribbean divisiol (88,71 37,831 (334.5
NOLAD (6,489 (5,319 22.C
SLAD 67,88! 84,32« (19.5)
Corporate and others and purchase price allocation (74,620 (76,770 (2.9)
Total 70,851 228,52. (69.0

Operating income decreased by $157.7 million, 00%H to $70.9 million in 2014, as compared to 2013.
Net Interest Expense
Net interest expense decreased by $15.4 milliofh7 &%, to $72.8 million in 2014, as compared t&é20nainly due to the losses incurred in
2013 in connection with the purchase, exchangeedaeimption of the 2019 notes totaling $23.5 millipartially offset by $3.9 million increase in
interest payments due to higher average debt bedan2014.

Loss from Derivative Instruments

Loss from derivative instruments decreased by &8l%n to $0.7 million in 2014, as compared to B4nillion in 2013, primarily due to the
unwinding of our cross-currency interest rate sw@&ds2 million) in 2013.
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Foreign Currency Exchange Results
Foreign currency exchange results decreased b $3i8lion, to a $74.1 million loss in 2014 , fron3&8 million in 2013, mainly due to the
adoption of SICAD and SICAD Il as the reporting leaoge rates in Venezuela, partially offset by #ragasurement of our bond debt denominated
in Brazilianreaisdue to the depreciation of the exchange rate.
Other Non-Operating Expenses, Net
Other non-operating expenses, net decreased byr§llidh to a $0.1 million loss in 2014, as compdite a $0.8 million loss in 2013.
Income Tax Expense
Income tax expense decreased by $10.2 million, 8déh7 million in 2013 to $32.5 million in 2014. ©eonsolidated effective tax rate
decreased by 86.6 percentage points to (42.4)%14,2as compared to 2013, mainly due to the adoficGICAD and SICAD Il as the reporting
exchange rates in Venezuela, neither of which Ingdelated tax benefits.
Net Income Attributable to Non-controlling Interest
Net income attributable to non-controlling intessfir 2014 increased by $0.3 million when compdoe2i013.

Net Income Attributable to Arcos Dorados Holdingad.

As a result of the foregoing, net (loss) incomelaitable to Arcos Dorados Holdings Inc. decrease&163.2 million, or 303.0%, to a loss of
$(109.3) million in 2014, as compared to 2013.

Year Ended December 31, 2013 Compared to Year Endé&kcember 31, 2012

In January 2013, we made certain organizationaigbsito the structure of our geographical divisior@rder to balance their relative weight
in terms of number of restaurants and revenues. result of the reorganization effective JanuargQ1,3, Colombia and Venezuela became part of
the Caribbean division with headquarters locatedatombia. For purposes of our annual report omF20-F for the year ended December 31,
2013, we restated the discussion of our finan@ab#ion and results of operations for fiscal ye@t3 compared to fiscal year 2012 by applying
structure prevailing as of the date of our annepbrt on Form 20-F for the year ended Decembe2@13 on a retroactive basis.
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Set forth below are our results of operations lieryears ended December 31,

Sales by Compar-operated restaurar
Revenues from franchised restaurants

Total revenues

Compan-operated restaurant expens
Food and pape
Payroll and employee benef
Occupancy and other operating exper
Royalty fees
Franchised restaurar— occupancy expens:
General and administrative expen
Other operating expenses, net
Total operating costs and expense
Operating income
Net interest expens
Loss from derivative instrumen
Foreign currency exchange rest
Other non-operating (expenses) income, net
Income before income taxe
Income tax expense
Net income
Less: Net income attributable to non-controllingenests
Net income attributable to Arcos Dorados Holdingsihc.

2013 and 2012.

For the Years Ended
December 31,

%

Increase
2013 2012 (Decrease)
(in thousands of U.S
dollars)
$ 3,859,88 $ 3,634,37 6.2%
173,42° 163,02 6.4
4,033,311 3,797,39 6.2
(1,350,51) (1,269,14)) 6.4
(814,117 (753,12() 8.1
(1,055,18) (984,00 7.2
(188,88%) (180,54") 4.€
(63,279 (56,057 12.¢
(317,74 (314,619 1.C
(15,070 (3,267 362.1
(3,804,78) (3,560,759 6.C
228,52. 236,64 (3.9
(88,15¢) (54,24 62.5
(4,147 (891 364.¢
(38,789 (18,420 110.t
(849) (2,119 (60.0
96,59« 160,96: (40.0)
(42,722 (46,375 (7.9
53,87 114,58t (53.0
(18) (25€) (93.0
$ 53,85« $ 114,33 (52.9

Set forth below is a summary of changes to ouresyatide, Company-operated and franchised restapaatfolios in 2013 and 2012.

Systemwide Restaurants

For the Years Ended
December 31,

Systemwide restaurants at beginning of pe
Restaurant opening
Restaurant closings

Systemwide restaurants at end of period

Company-operated Restaurants

2013 2012
1,94¢ 1,84(
13C 13C
(16) (22)
2,062 1,94¢

For the Years Ended
December 31,

Compan-operated restaurants at beginning of pe

Restaurant opening

Restaurant closing

Net conversions of franchised restaurants to Cog-operated restaurants

Company-operated restaurants at end of period

Franchised Restaurants

2013 2012
1,45: 1,35¢
95 99

(8) (16)

) 12

1,53¢ 1,45:

For the Years Ended
December 31,

Franchised restaurants at beginning of pe

Restaurant opening

Restaurant closinc

Net conversions of franchised restaurants to Cog-operated restaurants

Franchised restaurants at end of period

Key Business Measures

2013 2012
49E 482

35 31

8 (6)

2 (12)

52/ 49E




We track our results of operations and manage vsinbss by using three key business measures: cabipaales growth, average restaurant
sales and sales growth. Unless otherwise statetha@ble sales growth, average restaurant salesadgsigrowth are presented on a systemwide
basis.
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Comparable Sales

For the
Year Ended
December
31, 2013

Arcos Dorados
Systemwide comparable sales gro 11.2%
Compan-operated comparable sales gro 10.¢
Franchised comparable sales gro 12.2
Systemwide Comparable Sales Growth by Divisio
Brazil 6.€%
Caribbean divisiol 19.€
NOLAD 0.9
SLAD 20.¢
Company-operated Comparable Sales Growth by Divisiol
Brazil 6.€%
Caribbean divisiol 16.2
NOLAD 0.9
SLAD 20.1
Franchised Comparable Sales Growth by Divisiol
Brazil 6.7%
Caribbean divisiol 26.¢
NOLAD (1.0
SLAD 26.5

Our comparable sales growth on a systemwide ba2813 was driven by the increase in average chetich resulted mainly from price
increases.

Average Restaurant Sales

For the Years Ended
December 31,

2013 2012
(in thousands of U.S
dollars)
Systemwide average restaurant s $ 2,611 $ 2,60z
Compan-operated average restaurant s 2,581 2,58¢
Franchised average restaurant s 2,691 2,654

Our ARS increased slightly in 2013 because of coatga sales growth of 11.2%, which was mostly daffsethe depreciation of most
currencies in the Territories against the U.S.aloll

Sales Growth
For the Year Ended
December 31, 2013
(in nominal  (in constant
terms) currency)
Brazil 3.C% 13.9%
Caribbean divisiol 10.: 21.z
NOLAD 4.7 2.€
SLAD 10.£ 26.7
Total Systemwide Sales Growtt 6.2% 16.7%
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In nominal terms, sales increased during 2013 dweinparable sales growth of 11.2% and the netiaddif 222 restaurants systemwide si
January 1, 2012. We had 1,538 Company-operateaurasits and 524 franchised restaurants as of Dexe3ib2013, compared to 1,453
Company-operated restaurants and 495 franchistalirasts as of December 31, 2012. This was partiéfbet by the negative impact of the
depreciation of most currencies in the Territoegainst the U.S. dollar.

Revenues

For the Years Ended

December 31, % Increase
2013 2012 (Decrease)
(in thousands of U.S.
dollars)

Sales by Company-operated Restaurants
Brazil $ 1,755,711 $ 1,717,76. 2.2%
Caribbean division 780,67! 706,99( 10.4
NOLAD 388,24t 364,58 6.5
SLAD 935,24t 845,03: 10.7
Total 3,859,88 3,634,37. 6.2
Revenues from Franchised Restaurants
Brazil 86,60¢ 79,79¢ 8.5%
Caribbean division 49,77 47,74( 4.2
NOLAD 19,52¢ 19,45 0.4
SLAD 17,52: 16,03: 9.3
Total 173,42 163,02 6.4
Total Revenues
Brazil 1,842,32 1,797,55! 2.5%
Caribbean division 830,44 754,73( 10.C
NOLAD 407,77: 384,04: 6.2
SLAD 952,76 861,06 10.€
Total $ 4,033,311 $ 3,797,39 6.2%

Sales by Company-operated Restaurants

Total sales by Company-operated restaurants ireddags $225.5 million, or 6.2%, from $3,634.4 miflim 2012 to $3,859.9 million in 2013.
The 10.8% growth in comparable sales, which reddham a higher average check, caused sales tedaserby $391.2 million. In addition, sales by
Company-operated restaurants increased by $214i6mas a result of 170 net restaurant openingstha conversion of 10 franchised restaurants
into Company-operated restaurants since Janu&@1P. This was offset by $380.2 million as a resefithe depreciation of most currencies in the
Territories against the U.S. dollar.

In Brazil, sales by Company-operated restauracteased by $38.0 million, or 2.2%, to $1,755.7 ionill This was a consequence of
comparable sales growth of 6.6%, which contrib@&tl2.0 million to the increase in sales. Averagecktgrowth was the driver of comparable
sales growth in Brazil. In addition, 94 net restauiropenings and the conversion of one franchiss@urant into a Company-operated restaurant
since January 1, 2012 contributed $111.3 millioth®increase. Sales were negatively affected &ylépreciation of theeal against the U.S.
dollar, which caused sales to decrease by $183lidmi

In the Caribbean division, sales by Company-opdregstaurants increased by $73.7 million, or 10.#%4,780.7 million. The main driver of
this increase was 16.3% growth in comparable saleish represented $114.1 million. Average chedwgh was the driver of comparable sales
growth and resulted from price increases. In agdidjtthe net opening of 20 restaurants and the ecsioveof one franchised restaurant into a
Company-operated restaurant since January 1, 2@itfilluted $26.0 million to the increase in saldss was offset by the depreciation of local
currencies in the Territories, which caused saletetrease by $66.5 million (mainly the deprecratibthe Venezuelaholivar from 5.30bolivares
per U.S. dollar to 6.3Bolivaresper U.S. dollar).

In NOLAD, sales by Company-operated restauranteased by $23.7 million, or 6.5%, to $388.2 millidimis growth was mainly explained

by 23 net restaurant openings and the conversi8@frainchised restaurants into Compamerated restaurants since January 1, 2012, wasthte
in a sales increase of $19.9 million. In addition,
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appreciation of local currencies caused salesdrease by $6.9 million. A lower average check, ltesufrom a negative product mix change,
caused comparable sales to decrease by 0.9%, vegatipacting sales by $3.1 million.

In SLAD, sales by Company-operated restauranteé&serd by $90.2 million, or 10.7%, to $935.2 millidhe 20.1% growth in comparable
sales caused sales to increase by $168.2 milliertala higher average check resulting from pricesiases. In addition, the net opening of 33
Company-operated restaurants since January 1,r28liRed in a sales increase of $57.3 million. Téas partially offset by the depreciation of
most currencies in the region against the U.Sadolvhich offset the increase in sales by $1351Rami

Revenues from Franchised Restaurants

Our total revenues from franchised restauranteased by $10.4 million, or 6.4%, from $163.0 millio 2012 to $173.4 million in 2013. The
main contributors to this increase were comparsales growth of 12.3%, which resulted in an inceeagevenues of $21.7 million, and the net
opening of 52 franchised restaurants since Jariyé912, which was partially offset by the convensdf 10 franchised restaurants into Company-
operated restaurants during the same period, vdaiaked revenues from franchised restaurants teaserby $7.0 million. Rental income as a
percentage of sales remained unchanged from 2@l tharefore had no impact on the revenue incréas)13, 85% and 15% of revenues from
franchised restaurants were earned on the baaip@fcentage of sales and on a flat fee basiscetgely. In 2012, 71% and 29% of revenues from
franchised restaurants were earned on the baaip@fcentage of sales and on a flat fee basisatgely. The depreciation of most currencies in
the Territories against the U.S. dollar offsetitiease in revenues by $18.3 million.

In Brazil, revenues from franchised restaurantseiased by $6.8 million, or 8.5%, to $86.6 milliaimparily as a result of 56 net franchised
restaurant openings, which were partly offset leydbnversion of one franchised restaurant into mgamy-operated restaurant, since January 1,
2012, and comparable sales growth of 6.7%, whigieined $7.5 million and $5.3 million of the inceea respectively. In addition, increased rental
income (most of our franchise agreements providénforeases in rent when sales increase) and higbation fee income (charged to new
franchisees) from new restaurant openings, resultéttreased revenues from franchised restaucdr#8.1 million. This was partially offset by t
depreciation of theeal against the U.S. dollar by $9.2 million.

In the Caribbean division, revenues from franchigeaurants increased by $2.0 million, or 4.3%%48.8 million. This increase was driven
comparable sales growth of 26.8%, resulting in23illion increase. This was patrtially offsetthy depreciation of the Venezuelanlivar,
amounting to $6.6 million, lower rental income, ambting to $3.2 million, and the impact from the oketsing of 6 restaurants as well as the
conversion of one franchised restaurant into a Gonwoperated restaurant since January 1, 2012.6frillion. Rental income was negatively
affected, mainly by new Venezuelan governmentallet@gns on rental contracts, which imposed a lonithe rent that we can charge to lessees
beginning in December 2013.

In NOLAD, revenues from franchised restaurantseased by $0.1 million, or 0.4%, to $19.5 milliomi§ growth was a result of the
appreciation of the Mexicgmesoagainst the U.S. dollar, contributing $0.4 milligmrtially offset by a 1.0% decrease in comparables, the
conversion of 8 franchised restaurants into Comygrerated restaurants since January 1, 2012, amguot0.2 million, and lower rental incon
which caused revenues from franchised restauramtsdrease $0.1 million.

In SLAD, revenues from franchised restaurants imeee by $1.5 million, or 9.3%, to $17.5 million.iggrowth mainly resulted from a
comparable sales growth of 26.5%, which accourge&4.2 million. In addition, the net openings afe®taurants since January 1, 2012 and higher
rental income caused revenues to increase by $ilidmand $0.1 million, respectively. The deprema of the local currencies in Argentina and
Chile against the U.S. dollar represented a deersa®venues of $3.0 million.

Operating Costs and Expenses
Food and Paper
Our total food and paper costs increased by $81libm or 6.4%, to $1,350.5 million in 2013, asmpared to 2012. As a percentage of our

total sales by Company-operated restaurants, fodgaper costs increased by 0.1 percentage poif3ts.0%, primarily due to the higher cost of
dollar-denominated inputs, especially in Venezuela.
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In Brazil, food and paper costs increased by $2lllom or 0.4%, to $553.3 million. As a percentagfethe division’s sales by Company-
operated restaurants, food and paper costs dedrbg$e6 percentage points to 31.5%, primarily essalt of an average check increase that was
higher than the increase in costs.

In the Caribbean division, food and paper costeefed by $48.3 million, or 17.9%, to $318.3 millids a percentage of the division’s sales
by Company-operated restaurants, food and pap&s icmseased by 2.6 percentage points to 40.8%xlyndiie to the higher cost of dollar-
denominated inputs in Venezuela.

In NOLAD, food and paper costs increased by $4llianj or 2.7%, to $155.8 million. As a percentagfehe division’s sales by Company-
operated restaurants, food and paper costs dedrbgge5 percentage points to 40.1%, resulting grilynfrom price increases that were higher 1
the increase in costs throughout all markets, @alplith favorable product mix changes.

In SLAD, food and paper costs increased by $271omj or 9.1%, to $323.1 million. As a percentagehe division’s sales by Company-
operated restaurants, food and paper costs dedrbg$e5 percentage points to 34.5%, mostly asaltref an average check increase that was
higher than the increase in costs in Argentina.

Payroll and Employee Benefits

Our total payroll and employee benefits costs iaseel by $61.0 million, or 8.1%, to $814.1 million2013, as compared to 2012. As a
percentage of our total sales by Company-operatgdurants, payroll and employee benefits costsased 0.4 percentage points to 21.1%. This
increase in payroll and employee benefits costspercentage of our total sales by Company-operatgdurants is mostly attributable to wage
increases that outpaced our sales growth in semenddets. Wages increased mostly due to governmantated minimum wage increases in our
major Territories.

In Brazil, payroll and employee benefits costs éased by $21.3 million, or 6.0%, to $376.7 millids. a percentage of the division’s sales by
Company-operated restaurants, payroll and emplbgeefits costs increased by 0.8 percentage pairt$.6% as a result of the government-
mandated minimum wage increases above average ghaekh, coupled with the initial costs of the nation to a fixed-hour schedule and a
decrease in operational efficiency. Operationatieficy is defined as the number of transactioesdipts issued by cashiers) per crew hour.

In the Caribbean division, payroll and employeedfigs costs increased by $13.5 million, or 9.4%$167.1 million. As a percentage of the
division’s sales by Company-operated restauraatg,ofl and employee benefits costs decreased bgeéd@ntage points to 20.1%, mainly as a
result of average check growth being higher théergancreases.

In NOLAD, payroll and employee benefits costs irsed by $6.2 million, or 10.5%, to $65.3 milliors A percentage of the divisigrsales b
Company-operated restaurants, payroll and emplbgeefits costs increased 0.6 percentage points.8/resulting from the average check
increasing at a lower rate than wages in all marketis was partially offset by an increase in afienal efficiency.

In SLAD, payroll and employee benefits costs insezbby $20.0 million, or 10.2%, to $214.9 milligvs a percentage of the divisiensales b
Company-operated restaurants, payroll and emplbgeefits decreased by 0.1 percentage points t&®280a result of an increase in operational
efficiency in all markets.

Occupancy and Other Operating Expenses

Our total occupancy and other operating expensgeased by $71.2 million, or 7.2%, to $1,055.2ionillin 2013, as compared to 2012. As a
percentage of our total sales by Company-operatsgtdurants, occupancy and other operating expangessed 0.3 percentage points to 27.3%,
mainly due to an increase in depreciation and dratitn and higher rent expense as a result ofnrestaurant openings.

In Brazil, occupancy and other operating expensa®eased by $12.9 million, or 2.7%, to $496.3 wiiliAs a percentage of the divisiersale:

by Company-operated restaurants, occupancy and gpeeating expenses increased by 0.1 percentagts po 28.3% as a result of an increase in
depreciation and amortization expenses.
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In the Caribbean division, occupancy and other atjey expenses increased by $18.7 million, or 916%%$215.0 million. As a percentage of
the division’s sales by Company-operated restasractupancy and other operating expenses decrbpsked percentage points to 27.5% due to
cost increases that were lower than sales increamesly in Venezuela.

In NOLAD, occupancy and other operating expenseseased by $8.1 million, or 6.7%, to $128.8 milli&s a percentage of the division’s
sales by Company-operated restaurants, occupadoyther operating expenses increased 0.1 perceptags to 33.2%, mainly due to the impact
of the comparable sales decrease on minimum rexitas.

In SLAD, occupancy and other operating expenseeased by $28.3 million, or 13.4%, to $239.6 millids a percentage of the division’s
sales by Company-operated restaurants, occupadoyther operating expenses increased by 0.6 pagepbints to 25.6%, mainly due to higher
utilities costs in Argentina related to shortagéslectricity and the need to utilize electricitgrerators, and depreciation and amortization.

Royalty Fees

Our total royalty fees increased by $8.3 million4d%, to $188.9 million in 2013, as compared@&2 As a percentage of sales, royalty fees
decreased by 0.1 percentage points to 4.9% dune tadditional relief granted by McDonald’s Corparatin Venezuela due to the economic
environment prevailing in that country.

In Brazil, royalty fees increased by $2.2 milli@m,2.4%, to $94.3 million in 2013, as compared@&2, in line with the increase in sales by
Company-operated restaurants.

In the Caribbean division, royalty fees increasg&®.4 million, or 1.5%, to $30.1 million in 2018s compared to 2012. As a percentage of
sales, royalty fees decreased by 0.3 percentagésmhie to the additional relief granted by McDdfsalCorporation in Venezuela because of the
economic environment prevailing in that country.

In NOLAD, royalty fees increased by $1.2 milliom,&8%, to $18.7 million in 2013, as compared t@20n line with the increase in sales by
Company-operated restaurants.

In SLAD, royalty fees increased by $4.5 million,1d.8%, to $45.7 million in 2013, as compared td20As a percentage of sales by
Company-operated restaurants, royalty fees remaineldanged at 4.9%.

Franchised Restaurants—Occupancy Expenses

Occupancy expenses from franchised restaurantsased by $7.2 million, or 12.9%, to $63.3 million2013, as compared to 2012, primarily
due to higher depreciation expenses for owned ptiepeas well as higher rent expenses for leasgplepties as a consequence of the increase in
sales generated by franchised restaurants.

In Brazil, occupancy expenses from franchised teatds increased by $5.1 million, or 15.7%, to $37illion in 2013, as compared to 2012,
primarily due to higher depreciation expenses fened properties and increased rent expenses feedgaroperties as a consequence of the inc
in sales from franchised restaurants.

In the Caribbean division, occupancy expenses franchised restaurants remained unchanged at §iilidn. Increased rent expenses for
leased properties as a consequence of the indreaakes from franchised restaurants were offséhbydepreciation of Venezuelbnlivar against
the U.S. dollar and the positive effect of new gameental regulations in Venezuela that imposedtsimn rental prices beginning in December
2013.

In NOLAD, occupancy expenses from franchised rest#s increased by $0.7 million, or 7.0%, to $Ihilfion in 2013, as compared to 2012,
mainly due to reversal of allowances for doubtftd@unts in Mexico in 2012 and higher rent expeims&anama in 2013.

In SLAD, occupancy expenses from franchised reatgarincreased by $1.3 million, or 44.1%, to $4ilion in 2013, as compared to 2012.

This resulted from the reversal of allowances faulttful accounts in Chile in 2012 and increased egpenses for leased properties as a
consequence of the increase in sales from frarthéstaurants in 2013.
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Set forth below are the margins for our franchisedaurants in 2013, as compared to 2012. The méogour franchised restaurants is
expressed as a percentage and is equal to theediéebetween revenues from franchised restaumadteccupancy expenses from franchised
restaurants, divided by revenues from franchissthtgants.

For the Years Ended
December 31,

2013 2012
Brazil 56.2% 58.9%
Caribbean Division 75.1 74.1
NOLAD 42.¢ 46.4
SLAD 75.7 81.t
Total 63.5% 65.6%

General and Administrative Expenses

General and administrative expenses increased iyn§ilion, or 1.0%, to $317.7 million in 2013, esmpared to 2012. This increase was
mainly due to higher payroll costs as a resultatdiry increases linked to Argentina’s inflation arev hiring, mainly in Brazil, due to our market
expansion plan, which amounted to an aggregat@@bDdillion. In addition, our long-term incentipéan explains a $12.9 million increase in
stock-based compensation expense, resulting frgaireof $11.6 million recorded in 2012, compared foss of $1.2 million in 2013 (net of the
result of the total return equity swap transacgatered into in August 2012 with the objective afiiiizing the impact of share price variation on
our income statement). This was partially offsethiy depreciation of most currencies in the Tetigtagainst the U.S. dollar, amounting to $32.3
million, lower other compensation expense amountin$4.3 million (mainly due to the forfeitureswiits granted under our Equity Incentive
Plan), lower professional services expenses anmyitdi $1.8 million and lower occupancy and othgramses, amounting to $1.5 million.

In Brazil, general and administrative expenseseateszd by $0.7 million, or 0.7%, to $92.3 millior2@13, as compared to 2012. The decrease
resulted primarily from the depreciation of tteal against the U.S. dollar amounting to $9.7 millidhe increase in general and administrative
expenses as measured in local currency was a amrseg|of higher payroll costs as a result of satameases and the hiring of employees to fill
new positions, most of which were related to oyamsion plan and higher professional services, wtutaled $8.9 million and $2.7 million,
respectively. This was partially offset by loweccapancy expenses, amounting to $1.6 million, agtiéri capitalized costs linked to new openings
expenses, which amounted to $0.6 million.

In the Caribbean division, general and administeaéixpenses decreased by $1.0 million, or 1.8%5409 million in 2013, as compared to
2012. This decrease was mainly due to the depiaciaf the Venezuelabolivar against the U.S. dollar amounting to $4.2 millidhe increase in
general and administrative expenses as measutechincurrencies was mostly due to higher payradits of $1.7 million, higher professional
services in Venezuela as a consequence of thergtaintflation, amounting to $1.3 million, and higheoving expenses due to the relocation o
divisional office, amounting to $1.0 million, paly offset by lower occupancy and other expenaddch amounted to $0.7 million.

In NOLAD, general and administrative expenses iaseel by $2.9 million, or 11.9%, to $27.4 million2813, as compared to 2012. Higher
payroll costs due to salary and headcount incremsgseverance payments accounted for $2.7 millioaddition, the appreciation of the local
currency in Mexico against the U.S. dollar conttdzlito a $0.7 million increase in general and adsirative expenses, partially offset by a $0.5
million decrease in other expenses.

In SLAD, general and administrative expenses irsgddy $2.2 million, or 5.9%, to $39.2 million i613, as compared to 2012, primarily as a
result of higher payroll costs and professionalises, mainly in Argentina, due to its relativeigh inflation levels, which explained $5.8 million
and $1.0 million, respectively. This was partialyset by the depreciation of the Argentipesoagainst the U.S. dollar, which caused general and
administrative expenses to decrease by $4.6 million

General and administrative expenses for Corporadeothers decreased by $0.3 million, or 0.3%, @3% million in 2013, as compared to

2012. This decrease was mainly due to the depiaciaf the Argentingpesoagainst the U.S. dollar, which explained $14.5iomill lower
professional services, amounting to $6.7 milliamd a
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lower other compensation expense amounting toi®dli®n (mainly due to the forfeitures of units gtad under our Equity Incentive Plan). This
was partially offset by higher payroll costs duesadary increases linked to Argentina’s inflatias,our corporate headquarters are located in
Argentina, and an increase in the headcount ofegional shared service center, replacing prewooistsourced people, amounting to $9.0 million
and $2.0 million, respectively. In addition, oung¢pterm incentive plan explains a $12.9 millionrgase in stock-based compensation expense,
resulting from a gain of $11.6 million recorded?i®12 compared to a loss of $1.2 million in 2013 @fehe result of the total return equity swap
transaction entered into in August 2012 with thgctive of minimizing the impact of share priceiaéion on our income statement). General and
administrative expenses also increased by $1.4omiflue to higher software amortization.

Other Operating Expenses, Net

Other operating expenses, net increased by $11liBrmto $15.1 million in 2013, as compared to 20This increase was primarily attributs
to the recovery of Brazilian tax credits in 201fatimg $12.0 million.

Operating Income

For the Years Ended

December 31, % Increase
2013 2012 (Decrease)
(in thousands of U.S.
dollars)
Brazil $ 188,44! $ 193,33¢ (2.5%
Caribbean division 37,831 40,69: (7.0
NOLAD (5,319 (5,557 4.4
SLAD 84,32¢ 74,82« 12.%
Corporate and others and purchase price allocation (76,77() (66,65¢) (15.2)
Total $ 22852, $ 236,64( (3.4%

Operating income decreased by $8.1 million, or 3.44228.5 million in 2013, as compared to 2012.
Net Interest Expense
Net interest expense increased by $33.9 millio205%, to $88.2 million in 2013, as compared tdZ20nainly due to the losses incurred in
2013 in connection with the purchase, exchangeaedaeimption of the 2019 notes totaling $23.5 millipartially offset by lower accrued interest in
2013 for $4.4 million as a consequence of theseséaetions, and increases in interest expense Bfrflion as a result of the issuance of the 2023
notes in September 2013, and $1.4 million as dtrekthe issuances of the 2016 notes in April 2@h& July 2011.

Loss from Derivative Instruments

Loss from derivative instruments increased by $3ilBon to $4.1 million in 2013, as compared to $@nillion in 2012, primarily due to the
unwinding of our cross-currency interest rate sw@&ds2 million).

Foreign Currency Exchange Results

Foreign currency exchange results decreased by $2ilion, to a $38.8 million loss in 2013, mairdye to the loss incurred in remeasuring
net monetary asset position in Venezuela as atrestile devaluation of the official exchange rdiat occurred in early 2013.

Other Non-Operating Expenses, Net

Other non-operating expenses, net decreased byr§llich to a $0.9 million loss in 2013, as compdite a $2.1 million loss in 2012.
Income Tax Expense

Income tax expense decreased by $3.7 million, 464 million in 2012 to $42.7 million in 2013. Oewnsolidated effective tax rate increz

by 15.4 percentage points to 44.2% in 2013, as eoadpto 2012, mainly as a result of the one-tingrgés related to the redemption of the 2019
notes and the loss incurred as a result of theldatian in Venezuela, both of which had no relasedbenefits.
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Net Income Attributable to Non-controlling Interest
Net income attributable to non-controlling intessfir 2013 increased by $0.2 million when compdoe2i012.
Net Income Attributable to Arcos Dorados Holdingad.

As a result of the foregoing, net income attriblgab Arcos Dorados Holdings Inc. decreased by%6tllion, or 52.9%, to $53.9 million in
2013, as compared to 2012.

B. Liquidity and Capital Resources
Our financial condition and liquidity is and wilbotinue to be influenced by a variety of factongluding:
« our ability to generate cash flows from our op@enasi
« the level of our outstanding indebtedness andrtezest we pay on this indebtedness;
« our dividend policy;
« changes in exchange rates which will impact ouegaion of cash flows from operations when measimédlS. dollars; and
« our capital expenditure requirements.

Under the MFAs, we are required to agree with Mc&)dis on a restaurant opening plan and a reinvegtplan for each three-year period
during the term of the MFAs. The restaurant opempilag specifies the number and type of new restasita be opened in the Territories during the
applicable three-year period, while the reinvestnpéem specifies the amount we must spend reimagingpgrading restaurants during the
applicable three-year period. As part of the restiwveent plan with respect to the three-year petiatl commenced on January 1, 2014, we must
reinvest an aggregate of at least $180 milliomeTerritories. In addition, we have committed peio 250 new restaurants during the current three-
year restaurant opening plan. We estimate thatdbeto comply with our restaurant opening committe@inder the MFAs from 2014 through
2016 will be between $175 million and $350 milliekepending on, among other factors, the type aratitn of restaurants we open. We expect to
fund these commitments using cash flow from openatiand possible future debt and/or equity finagitdowever, we have submitted a proposal
to McDonald’s to amend the 2014-2016 opening aimVestment plans, in order to adjust these platse@urrent economic realities of the region.
No assurances can be given that we will be abdetoe to an agreement with McDor’s on an amendment to these plans.

Our management believes in our ability to obtaaghurces of liquidity and capital resources that@cessary in this challenging economic
environment, and also believes that our liquiditg aapital resources, including working capitag adequate for our present requirements and
business operations and will be adequate to satisfpresently anticipated requirements duringast the next twelve months for working capital,
capital expenditures and other corporate needs.

Overview

Net cash provided by operations was $193.1 miilio2014, compared to $217.0 million in 2013. OweEsting activities program decreasec
$141.7 million in 2014 to $169.0 million. Cash piaed by financing activities decreased by $101.Hianj from an inflow of $102.3 million in
2013 to an inflow of $1.2 million in 2014. This waminly as a result of the issuance of the 2028sfar $378.4 million in 2013 and higher
dividend payments in 2014. This was partially dffsg an increase related to the purchase and tdile®019 notes of $237.0 million and net
payment of derivative instruments of $10.0 milliar2013 and higher issuance of other long-term dabtshort-term borrowings in 2014.

Net cash provided by operations was $217.0 miilio2013, compared to $230.1 million in 2012. OwmeEsting activities program increased by
$4.2 million in 2013 to $310.7 million. Cash progilby financing activities increased by $11.7 mwiilifrom an inflow of $90.6 million in 2012 to
an inflow of $102.3 million in 2013. This was majrds a result of the issuance of the 2023 note$338.4 million, higher issuance of short-term
debt for $8.9 million, higher issuance of long-tedtebt for $5.4 million and lower dividend paymeot$12.5
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million. This was partially offset by a decreaskated to the issuance of the 2016 notes of $1448libm higher net payments of derivative
instruments of $5.7 million and the purchase arido€2019 notes for $237.0 million in 2013.

At December 31, 2014, our total financial debt %861.2 million, consisting of $32.5 million in stderm debt, $767.2 million in long-term
debt (of which $469.0 million related to the 2028es, including the original issue discount, an835@ million related to the 2016 notes), and $1.4
million related to the fair market value of our stainding derivative instruments (net of the asegign amounting to $9.5 million).

At December 31, 2013, our total financial debt $@85.0 million, consisting of $7.5 million in shadgrm debt, $775.9 million in long-term
debt (of which $468.5 million related to the 2028es, including the original issue discount, an872 million related to the 2016 notes), and $1.6
million related to the fair market value of our stainding derivative instruments (net of the asegign amounting to $0.5 million).

Cash and cash equivalents was $139.0 million aeDéer 31, 2014 and $175.6 million at December 8132

Comparative Cash Flows

The following table sets forth our cash flows floe fperiods indicated:

For the Years Ended December 31,

2014 2013 2012
(in thousands of U.S. dollars)
Net cash provided by operating activit $ 193,090 $ 217,01+ $ 230,11
Net cash used in investing activiti (168,969 (310,659 (306,42)
Net cash provided by financing activiti 1,18¢ 102,30: 90,64¢
Effect of exchange rate changes on cash and casiaémnts (61,929 (17,869 (5,78%)
(Decrease) increase in cash and cash equivalents $ (36,619 $ (9,209 $ 8,55(

Operating Activities

For the Years Ended December 31,

2014 2013 2012
(in thousands of U.S. dollars)
Net (loss) income attributable to Arcos DoraHoldings Inc. $ (109,33) $ 53,85« $ 114,33.
Non-cash charges and credits 260,03t 186,98( 131,95¢
Changes in assets and liabilities 42,38¢ (23,820 (16,179
Net cash provided by operating activities $ 193,09 $ 217,01: $ 230,11

For the year ended December 31, 2014, net casldpbby operating activities was $193.1 millionprgmared to $217.0 million in 2013. The
$23.9 million decrease is mainly attributable tavdo net income adjusted for non-cash charges ($80libn) partially offset by a positive change
in assets and liabilities ($66.2 million).

For the year ended December 31, 2013, net casldpbby operating activities was $217.0 milliongrgmared to $230.1 million in 2012. The
$13.1 million decrease is mainly attributable tewéo net income adjusted for non-cash charges (#8lion) and to a negative change in assets and
liabilities ($7.6 million).

Investing Activities

New restaurant investments are primarily conceadrat markets with opportunities for long-term gtbhwand returns on investment above a
pre-defined threshold that is significantly abowe cost of capital. Average development costs vadely by market depending on the types of
restaurants built and the real estate and congtructsts within each market and are affected bgidm currency fluctuations. These costs, which
include land, buildings and equipment, are manalgexigh the use of optimally sized restaurantsstrantion and design efficiencies and the
leveraging of best practices.
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The following table presents our cash used in itiwg®ctivities by type:

For the Years Ended December 31,

2014 2013 2012
(in thousands of U.S. dollars)
Property and equipment expenditures $ (169,81) $ (313,46) $ (294,479
Purchases of restaurant businesses paid at a@uiditte (825) (329 (6,009
Proceeds from sales of property and equipment 3,231 7,751 6,64
Proceeds from sale of restaurant businesses 1,93¢ 6,452 —
Loans to related parties (2,500 (2,000 (7,000
Others, net (1,000 (9,072) (5,587
Net cash used in investing activities $ (168,969 $ (310,65) $ (306,42)

The following table presents our property and eopgipt expenditures by type:

For the Years Ended December 31,

2014 2013 2012
(in thousands of U.S. dollars)
New restaurant $ 96,79¢ $ 157,90: $ 177,32
Existing restaurants 53,881 63,42: 79,717
Others(1) 19,12¢ 92,14( 37,43:
Total property and equipment expenditures $ 16981. $ 31346. $ 294,47¢

(1) Primarily corporate equipment and other office tedaexpenditures. For 2013, includes a real eptaighase in Venezuela.

In 2014, net cash used in investing activities $889.0 million, compared to $310.7 million in 20This $141.7 million decrease was
primarily attributable to lower property and equigmh expenditures ($143.6 million) and lower othm#eisting activities ($8.1 million), partially
offset by lower proceeds from the sale of restaubasinesses and property and equipment (totabn@ illion), higher purchases of restaurant
businesses ($0.5 million) and higher loans gratdedlated parties ($0.5 million).

Property and equipment expenditures decreased48.&nillion, from $313.5 million in 2013 to $16%dllion in 2014. The decrease in
property and equipment expenditures is explained tgcrease in other property and equipment expeaditotaling $73.0 million, primarily due
a real estate purchase in 2013 and a lower investime@ew restaurants ($61.1 million) as well agxisting restaurants ($9.5 million), mainly due
to the depreciation of local currencies againstdt. dollar. In 2014, we opened 82 restaurantscéoskd 23 restaurants.

Proceeds from sales of restaurant businesses dedrbg $4.5 million. In 2013, there were severaleosions of compangperated restaurar
into franchised restaurants, mainly in VenezuethArgentina.

Proceeds from sales of property and equipment dseceby $4.5 million to $3.2 million in 2014, asmgared to 2013, primarily as a
consequence of lower sales, mainly in Brazil, Mexaad Chile ($1.0 million, $1.3 million and $1.8lioin, respectively).

In addition, in 2014 and 2013 we used $0.8 milbol $0.3 million, respectively, to convert frangugestaurants into Company-operated
restaurants. We paid for purchases in Puerto Ri@®14 ($0.8 million) and a purchase in Chile ii20$0.3 million).

In 2013, net cash used in investing activities $&H0.7 million, compared to $306.4 million in 20This $4.2 million increase was primarily
attributable to higher property and equipment edgeares ($19.0 million), partially offset by highproceeds from the sale of restaurant businesses
and property and equipment (totaling $7.6 millidoyyer purchases of restaurant businesses ($5liempiand lower loans granted to related parties
($5.0 million).

Property and equipment expenditures increased 8y$tillion, from $294.5 million in 2012 to $313llion in 2013. The increase in

property and equipment expenditures is explainedrbincrease in other property and equipment expeerd totaling $54.7 million, primarily due
to a real estate purchase in Venezuela. This iserea
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was partially offset by a lower investment in nastaurants ($19.4 million) as well as in existiagtaurants ($16.3 million), mainly due to the
depreciation of local currencies against the Udllad In 2013, we opened 130 restaurants and dldSerestaurants.

Proceeds from sales of restaurant businesses e@6ttemillion in 2013, compared to no proceed®0df2, mainly as a result of the convers
of company-operated restaurants into franchisedueants in Venezuela and Argentina.

Proceeds from sales of property and equipmentasetby $1.1 million to $7.8 million in 2013, asmuared to 2012, primarily as a
conseqguence of higher sales, mainly in Chile angidée($1.7 million and $0.9 million, respectivelypartially offset by lower sales in Argentina
and Brazil ($0.8 million and $0.6 million, respeety).

Financing Activities

For the Years Ended December 31,

2014 2013 2012
(in thousands of U.S. dollars)
Issuance of 2023 notes — 378,40¢ —
Distribution of dividends to our shareholders (50,03¢) (37,52) (50,03¢)
Net payment of derivative instrumer — (9,979 (4,329
Purchase and call of 2019 notes — (237,009 —
Issuance of 2016 notes — — 149,65¢
Issuance of other long-term debt 33,261 8,48: 3,07:
Net shor-term borrowings 26,29¢ 8,74:% (157)
Other financing activities (8,349 (8,825 (7,570
Net cash provided by financing activities 1,18¢ 102,30: 90,64¢

Net Cash Provided by Financing Activities

Net cash provided by financing activities was $tiftion in 2014, compared to $102.3 million provitlis 2013. The $101.1 million decrease
in the amount of cash provided by financing adegitvas primarily attributable to the issuancehef 2023 notes for $378.4 million in 2013 and
higher dividend payments for $12.5 million, paftiaffset by the purchase and call of 2019 note&0ih3 for $237.0 million, higher issuance of
short-term debt for $17.6 million, higher issuantéong-term debt for $24.8 million, lower paymenfderivative instruments for $10.0 million
and lower other financing activities for $0.5 nahi.

Net cash provided by financing activities was $308illion in 2013, compared to $90.6 million progitiin 2012. The $11.7 million increase
the amount of cash provided by financing activitiess primarily attributable to the issuance of 2023 notes for $378.4 million, lower dividend
payments for $12.5 million, higher issuance of stemm debt for $8.9 million and higher issuancéooigterm debt for $5.4 million, partially offs
by the issuance of the 2016 notes for $149.7 milliiv2012, the purchase and call of 2019 note®iB8Zor $237.0 million and higher payments of
derivative instruments for $5.7 million.

Revolving Credit Facility

On August 3, 2011, our subsidiary, Arcos Doraddé. Bentered into a committed revolving credit fagilvith Bank of America, N.A., as
lender, for $50 million. On August 2, 2013, ArcosrRdos B.V. renewed the revolving credit facilioy 75 million maturing on August 3, 2015.
The obligations of Arcos Dorados B.V. under theotewg credit facility are jointly and severally granteed by certain of our subsidiaries on an
unconditional basis. This revolving credit faciligll permit us to borrow money from time to tine ¢over our working capital needs and for other
lawful general corporate purposes.

Each loan made to Arcos Dorados B.V. under thelveng credit facility will bear interest at an araluate equal to LIBOR plus 2.50%.
Interest on each loan will be payable on the das:g prepayment, at maturity and on a quartersiddeginning with the date that is three
calendar months following the date the loan is made

The revolving credit facility includes customarywenants including, among others, restrictions @nathility of Arcos Dorados B.V., the

guarantors and certain material subsidiaries Yan¢ur liens, (ii) enter into any merger, consatidn or amalgamation; (iii) sell, assign, lease or
transfer all or substantially all of the borroweois
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guarantor’s business or property; (iv) enter inémsactions with affiliates; (v) engage in substdigtdifferent lines of business; engage in
transactions that violate certain anti-terrorismdaand (vii) permit the consolidated net indebteinto EBITDA ratio to be greater than 3.0to 1
(previously 2.5 to 1) on the last day of any fisgahrter of the borrower.

As a result of the Company’s decision to changeekuhange rates used for remeasurement of itsésadienominated assets and liabilities and
operating results in Venezuela, we were not in d@npe with the indebtedness to EBITDA ratio unther revolving credit facility as of June 30,
2014. However, on July 28, 2014, we reached areaggat with Bank of America, N.A. to change the adidsited net indebtedness to EBITDA
ratio from 2.5 to 1 to 3.0 to 1. We are currentlycompliance with the revised covenant.

The revolving credit facility provides for custorgavents of default, which, if any of them occwrsuld permit or require the lender to
terminate its obligation to provide loans underreolving credit facility and/or to declare allss outstanding under the loan documents
immediately due and payable.

As of December 31, 2014, no amounts were due oretraving credit facility.
2016 Notes

In July 2011, we issued R$400 million aggregatagipial amount of notes due 2016 bearing intere$0d?5% per year, payable in U.S.
dollars, which we refer to as the 2016 notes. Wiitaah, on April 24, 2012, we issued an additioR&275 million aggregate principal amount of the
2016 notes at a price of 102.529%. The 2016 natedenominated ireais, but payment of principal and interest will be raaid U.S. dollars. The
2016 notes mature on July 13, 2016. Interest @& pami-annually in arrears on January 13 and Rilyf ach year.

The 2016 notes are fully and unconditionally gutead on a senior unsecured basis by certain ouhsidiaries. The 2016 notes and
guarantees (i) are senior unsecured obligationsamidequal in right of payment with all of our athé guarantors’ existing and future senior
unsecured indebtedness; (ii) will be effectivelgigr to all of our and the guarantors’ existing dntilire secured indebtedness to the extent of the
value of our assets securing that indebtednesd(iigrate structurally subordinated to all obligats of our subsidiaries that are not guarantors.

The indenture governing the 2016 notes limits aut aur subsidiaries’ ability to, among other thingjscreate liens; (ii) enter into sale and
lease-back transactions; and (iii) consolidate gmer transfer assets. These covenants are stijegportant qualifications and exceptions. The
indenture governing the 2016 notes also providesyents of default, which, if any of them occursuld permit or require the principal, premium,
if any, and interest on all of the then-outstand?0d6 notes to be due and payable immediately.

The 2016 notes are listed on the Luxembourg Stack&nhge and trade on the Euro MTF Market.
We may issue additional 2016 notes from time t@tpursuant to the indenture governing the 2016snote
2019 Notes

In October 2009, our subsidiary, Arcos Dorados Bidsued senior notes for an aggregate principalatof $450 million under an indenture
dated October 1, 2009, which we refer to as thé®2mtes. Prior to their redemption in December 2818 2019 notes were scheduled to mature on
October 1, 2019 and bore interest of 7.5% per yaterest was paid semiannually on April 1 and ®etdl.

The 2019 notes were redeemable at the option afsAborados B.V. at any time at the applicable reqat&m prices set forth in the indenture.
On June 13, 2011, Arcos Dorados B.V. exercisedpt®n to redeem on July 18, 2011 a total of $14dilllon aggregate principal amount of the
2019 notes at a redemption price of 107.5% of tivejpal amount plus accrued and unpaid intereshfApril 1, 2011 to the redemption date.
Following the redemption, a total of $308.6 milliohthe aggregate principal amount of the 2019s1menained outstanding.

On September 10, 2013, we announced the commentefreetender offer, exchange offer and consentitation to purchase for cash any

and all of the properly tendered (and not validiharawn) outstanding 2019 notes of Arcos Doradds Bhe “Tender Offer”) and to exchange for
the 2023 notes (described below) any and all
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of Arcos Dorados B.V.’s properly tendered (and vadidly withdrawn) 2019 notes (the “Exchange Offemd together with the Tender Offer, the
“Tender and Exchange Offer”).

In conjunction with the Tender and Exchange Offecos Dorados B.V. solicited consents to certamppsed amendments to the indenture
under which the 2019 notes were issued. The propmsendments eliminated Arcos Dorados B.V.’s oliligs to comply with substantially all of
the restrictive covenants contained in the indengaverning the 2019 notes. Adoption of the prog@aendments required the consent of holders
of 2019 notes representing at least a majorityggregate principal amount of the outstanding 20dt@sheld by persons other than Arcos Dorados
B.V. and its affiliates. Each holder tendering 2@ites that were not validly withdrawn was deenteldave consented to the proposed
amendments.

As a result of the Tender and Exchange Offer, weeled $118.4 million of the 2019 notes pursuanhéTender Offer and $90.0 million of
the 2019 notes pursuant to the Exchange Offer pteBwer 27, 2013. We subsequently canceled $0llamdf the 2019 notes pursuant to the
Exchange Offer on October 9, 2013.

On December 17, 2013, Arcos Dorados B.V. exerdisagption to redeem all ($99.8 million) of the stainding principal amount of the 2019
notes at a redemption price of 109.129% of theciwal amount plus accrued and unpaid interestaagédemption date. The aggregate amount paid
to redeem the notes was $108.9 million, plus actamel unpaid interest to the redemption date. fatig the redemption, there are no 2019 notes
outstanding.

See Note 11 to our consolidated financial statesnfemtdetails about the impact of the aforementioinensaction on our income statement.
2023 Notes

In September 2013, we issued senior notes for greggte principal amount of $473.8 million undeiiradenture dated September 27, 2013,
which we refer to as the 2023 notes. The totaleggpe principal amount of the 2023 notes consfs$8'65 million issued for cash and $98.8
million issued in exchange for 2019 notes. The 20@@s mature on September 27, 2023 and bearshtH#r6.625% per year. Interest is paid
semiannually on March 27 and September 27. Thespdxcfrom the issuance of the 2023 notes weretageady the principal and premium on the
2019 notes in connection with the Tender and Exgbdffer, to repay certain of the short-term indelbess we used to have with Banco Ital BBA
S.A., to unwind a cross-currency interest rate swidlp Bank of America, N.A. and for general corpgerpurposes.

The 2023 notes are redeemable at our option atirmeyat the applicable redemption price set fantthie indenture.

The 2023 notes are fully and unconditionally gutead on a senior unsecured basis by certain cuhsidiaries. The 2023 notes and
guarantees (i) are senior unsecured obligationsamidequal in right of payment with all of our athé guarantors’ existing and future senior
unsecured indebtedness; (ii) will be effectivelgior to all of our and the guarantors’ existing dntilire secured indebtedness to the extent of the
value of our assets securing that indebtednesd(iigrate structurally subordinated to all obligats of our subsidiaries that are not guarantors.

The indenture governing the 2023 notes limits aut aur subsidiaries’ ability to, among other thingjscreate liens; (ii) enter into sale and
lease-back transactions; and (iii) consolidate gmer transfer assets. These covenants are stidjegportant qualifications and exceptions. The
indenture governing the 2023 notes also providesyents of default, which, if any of them occuwsuld permit or require the principal, premium,
if any, and interest on all of the then-outstand0@3 notes to be due and payable immediately.

The 2023 notes are listed on the Luxembourg Stoack&nhge and trade on the Euro MTF Market.

We may issue additional 2023 notes from time t@tpursuant to the indenture governing the 2023snote

C. Research and Development, Patents and Licenses,.etc

We have not had significant research and developawivities for the past three years because Weprémarily on McDonald's research and
development. McDonald’s operates research and ojewelnt facilities in
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the United States, Europe and Asia, and indepersigmiiers also conduct research activities thaefieMcDonalds and us. Nevertheless, we h
developed certain menu items, such as bone-in-ehigkith honey sauce in ColombFavoritos de la Copan Brazil, Angus Habanero and churros
in Mexico to better tailor our product offeringsltzal tastes and to provide our customers withtefcl food options.

D.

Trend Information

Our business and results of operations have rgrexplerienced the following trends, which we expeititcontinue in the near term:

Social upward mobility in Latin America and the ®drean:Historically, our sales have benefited, and we ekp®continue to benefit,
from our Territories’ population size, younger gmefile and improving socio-economic conditions wlmmpared to more developed
markets. This has led to a modernization of consiampatterns and increased affordability of owrdarcts across socio-economic
segments, leading to greater demand for our prediéhile consumer behavior will continue to be @walland dependent on
macroeconomic activity, we expect to continue toefie from this trend in the long term.

Decline in free timeMore single-parent and dual-earner households imaveased the demand for the convenience offerezhbigg out
and takeout food.

Product offeringsOur beverages, core meals, desserts, breakfaste@édalorie and sodium products, and value menu dfferings have
been popular among customers and—combined withes@nue management—have helped us remain relevidnow customers.

Increased competition in some mark¢The popularity of the QSR concept in Latin Ameriees attracted new competitors (especially in
Brazil). Even though we have been able to mainteanket share in these markets, we have seen ati@dircpricing flexibility and have
increased the focus of our marketing efforts omealfferings.

Macroeconomic deterioration and increasing uncertgiin Latin America and the CaribbeeOur business and results of operations have
been impacted by increasingly negative macroeconami consumer trends in some of our main markétslower rate of economic
growth and reduced rates of consumption are exgécoteontinue in the short term.

Inflationary environmentOver the last few years, we have been able throughevenue management strategy to partially nigigast
increase tied to inflation. However, inflation Haeen, and will continue to be, an important faeffecting our results of operations,
specifically impacting our labor costs, food anggacosts, occupancy and other operating expensiegemeral administrative expenses.

Controlled general and administrative costs to sapjfuture growth:Our business grew at a very rapid pace duringicstnfears of
operation and we experienced increasing generaddmihnistrative expenses in order to support aegame for our future growth.
However, during the past two years, general andrastrative expenses decreased by 83 basis pa@rasgparcentage of total revenues and
we expect this trend to continue in the near future

Increased volatility of foreign exchange rates amg@act of currency control<Our results of operations have been impacted beased
volatility in foreign exchange rates in many of fherritories, particularly the significant devaliget of local currencies against the U.S.
dollar, as well as currency controls in Venezudla. expect that foreign exchange rates will contitaulee an important factor affecting ¢
foreign currency exchange results and the “Accutedlather comprehensive loss” component of shadehslequity and, consequently,
our results of operations and financial conditionaddition, the currency controls in Venezuelaéhalso negatively impacted our business
and results of operations. See “ltem 3. Key Infdiom—A. Selected Financial Data—Exchange Ratestamdhange Controls.” See Note
26 to our consolidated financial statements foaitletbout the announcements made by the Venezgelarnment subsequent to
December 31, 2014.
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E. Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements.
F. Tabular Disclosure of Contractual Obligations
The following table presents information relatiogour contractual obligations as of December 31420

Payment Due by Period

Contractual Obligations Total 2015 2016 2017 2018 2019 Thereafter
(in thousands of U.S. dollars)
Capital lease obligations(1) $ 7,761 % 154: % 1,158 % 61C $ 57¢ $ 57¢ $ 3,29¢
Operating lease obligations 1,054,49: 150,00° 135,54« 124,75 107,26( 90,67« 446,25:
Contractual purchase
obligations(2) 224,84¢ 162,38( 29,61¢ 14,45¢ 10,181 8,207 —
2016 notes(1) 306,05 26,03« 280,02 — — — —
2023 notes(1) 756,25( 31,38’ 31,38’ 31,38’ 31,38’ 31,38 599,31!
Other long-term borrowings(1) 56,16¢ 8,531 5,45( 5,70¢ 6,53¢ 6,15¢ 23,78t
Derivative instruments 1,441 10,95¢ 2,34% 1,95¢ 1,63( 1,36¢ (16,817
Total $ 2,407,010 $ 390,84( $ 48552( $ 17887( $ 157,58. $ 138,36t $ 1,055,83

(1) Includes interest payments.

(2) Includes automatic annual renewals, which contairtg enforceable and legally binding unconditioabligations corresponding to prevailing
agreements without considering future undefine@weris when the agreement is cancellable by us.t¥jpésof purchase obligation represents
$81.4 million of contractual obligations for 2018Iy

The table set forth above excludes projected patgr@mmour restaurant opening and reinvestment garsiant to the MFAs in respect of
which we do not yet have any contractual commitment

G. Safe Harbor
See “Forward-Looking Statements.”
ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directors and Senior Management
Board of Directors

Our Board of Directors currently consists of ninembers , four of whom are independent directors hdle one additional seat on the Board
of Directors which is currently vacant, as furtbdescribed below. In case of a tie vote by the Bo&fdirectors, the Chairman will have the
deciding vote. Our memorandum and articles of aaon authorize us to have eight members, anatineber of authorized members may be
increased or decreased by a resolution of sharetsottt by a resolution of directors. On Novembe2t,2 and August 2, 2013, respectively, our
Board of Directors passed resolutions increasiegntimber of authorized members of our Board ofdines to nine and ten, respectively.

Pursuant to our articles of association, our Badifirectors is divided into three classes. Thered distinction in the voting or other powers
and authorities of directors of different clasSdse members of each class serve staggered, theeg¢eyms. Upon the expiration of the term of a
class of directors, directors in that class willdbected for three-year terms at the annual meefiispareholders in the year in which their term
expires. At our most recent annual general meetirghareholders, held on April 27, 2015, our shal@grs re-elected Mr. Staton and Mr. Elias
Ayub to serve as Class | directors. Mr. Lemonnidrribt stand for reelection, since he decided s@reas CFO of the Company.

The classes are currently composed as follows:

« Mr. Hernandez-Artigas, Mrs. Franqui and Mr. Ramiez Class Il directors, whose term will expirehat annual meeting of shareholders
to be held in 2016;

e Mr. Alonso, Mr. Chu, Mr. Vélez and Mr. Fernandee &lass lll directors, whose term will expire a #innual meeting of shareholders to
be held in 2017; and



« Mr. Staton and Mr. Elias Ayub are Class | directevBose term will expire at the annual meetingtafreholders to be held in 2018;
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Any additional directorships resulting from an iease in the number of directors and any directetesl to fill vacancies on the board will be
distributed among the three classes so that, ayresapossible, each class will consist of onedtbf our directors. This classification of our Bda
of Directors may have the effect of delaying ornvereting changes in control of our company. Any clive may be removed, with or without cause,
by a resolution of shareholders or a resolutiodigctors. Our directors do not have a retiremgetr@quirement under our memorandum and
articles of association.

The following table presents the names of the mesnteour Board of Directors:

Name Position Age
Woods Staton Chairman and CEO 65
Sergio Alonso Chief Operating Officer 52
Annette Franqui Director 53
Carlos Hernandez-Artigas Director 51
Michael Chu Director 66
José Alberto Vélez Director 65
Alfredo Elias Ayub Director 65
Alejandro Ramirez Magafa Director 42
José Fernandez Director 53

The following is a brief summary of the businesparience of our directors. Unless otherwise indidathe current business addresses for our
directors is Roque Saenz Pefia 432, Olivos, Bueires AArgentina (B1636 FFB) and Juncal 1408, Oéici®4, CP 11000, Montevideo, Uruguay.

Woods StatorMr. Staton is our CEO and Chairman of the Boardiaradmember of the Compensation and Nomination r@ittee. Mr. Staton
holds an MBA from IMD in Switzerland and a Bachésodegree in economics from Emory University. Hs WitDonald’s joint venture partner in
Argentina for over 20 years and served as the Rresbdf SLAD beginning in 2004. Mr. Staton is Chaan of the Board of Ronald McDonald
House Charities Latin America, dedicated to suppgtfiamilies of children fighting pediatric cancé#r. Staton is a member of the International
Advisory Board of Itall Unibanco Holding S.A. Mr.a&n is also a member of the founding family andexd as the CEO and Chairman of the
board of directors of Panamerican Beverages, im®anamco, which was Coca-Cola’s largest bottléraitin America.

Sergio AlonsoMr. Alonso is our Chief Operating Officer and wpsor to his appointment as such, McDonald’s Distigl President in Brazil.
He graduated with a degree in Accounting from Ursidad de Buenos Aires in 1986. He began his catadcDonald’s as Accounting Manager
and subsequently moved to the operations areati@algnbeing promoted to Vice President of Operagitn 6 years. From 1999 until 2003, Mr.
Alonso was involved in the development of the Aro@&té brand in Argentina.

Annette FranquiMrs. Franqui has been a member of our board o€tdire since 2007 and is a member of the Compemsatid Nomination
Committee. She graduated with a Bachelor of Seielegree in Economics from the Wharton School @fthiversity of Pennsylvania in 1984 and
an MBA from the Stanford Graduate School of Businesl986. She is also a Chartered Financial Ahalss. Franqui began her career in 1986
with J.P. Morgan and joined Goldman Sachs in 1882994, she returned to J.P. Morgan where shenb@eaManaging Director and the Head of
the Latin America Research Department. Mrs. Fraja@ined Panamco in 2001 as Vice President of Catpdfinance and became the Chief
Financial Officer in 2002. She is one of the fountdpartners of Forrestal Capital and is currentipard member of Wireless WERX International,
Axionlog Cold Solutions, Medina Medical and Latain@, among other companies.

Carlos Hernandez-Artigaddr. Hernandez-Artigas has been a member of ourdbofdirectors since 2007 and is a member of the
Compensation and Nomination Committee. He graduated Universidad Panamericana, Escuela de Derech®87 and University of Texas at
Austin, School of Law in 1988. He received an MBAr IPADE in Mexico City in 1996. Mr. Hernandez-Ryas worked as a lawyer for several
years in Mexico and as a foreign attorney in Dall&xas and New York. He served as the General €&bu@hief Legal Officer and
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Secretary of Panamco for ten years. He is oneeofainding partners of Forrestal Capital and isentty a board member of several companies,
including Wireless WERX International, Axionlog @obolutions and Latam LLC.

Michael ChuMr. Chu has been an independent member of our lidatilectors since April 2011 and is a memberwf Audit Committee. Hi
graduated with honors from Dartmouth College in886d received an M.B.A. with highest distinctioorfi the Harvard Business School in 1976.
From 1989 to 1993, Mr. Chu served as an executigdieited partner in the New York office of thayate equity fund Kohlberg Kravis Roberts
Co. From 1993 to 2000, Mr. Chu was with ACCION mgtional, a nonprofit corporation dedicated tonafinance, where he served as President
and CEO. Mr. Chu currently holds an appointmerSasior Lecturer at the Harvard Business Schoolsaihnaging Director and co-founder of
the IGNIA Fund, an investment firm dedicated toasting in commercial enterprises serving limgeme populations in Mexico. He was a founc
partner of, and continues to serve as Senior AdvisdPegasus Group, a private equity firm in BiseeAoes.

José Alberto Véleddr. Vélez has been an independent member of oudtafadirectors since June 2011 and is a membeuoAudit
Committee. Mr. Vélez received a Master of SciemcEngineering degree from the University of Califia; Los Angeles, and a degree in
Administrative Engineering from Universidad Nacibda Colombia. Mr. Vélez previously served as ti&00of Suramericana de Seguros, the
leading insurance company in Colombia, and alsb@€EO of Inversura, a holding company that irdtg the leading insurance and social
security companies in Colombia. He was the Chiefdtixive Officer of Cementos Argos, S.A. between28a0d 2012. From 2012 until today, he is
the President of Grupo Argos, a holding group witlestments in cement, energy, mining, ports aatiestate. He is currently also a member of
the Boards of Directors of Grupo Suramericana dersiones S.A., Bancolombia, Situm, Celsia, CeneAtgos and Calcetines Crystal. He also is
a member of the Board of Trustees of the UnivetsiHAFIT, Proantioquia, Codesarrollo, Fundacion Sweacana, Fundacion Fraternidad Mede
and Chairman of CECODES, the Colombian chapten@f¥orld Business Council for Sustainable Develaptmi@ addition, he sits on the
Advisory Board of the Council of the Americas basetlew York.

Alfredo Elias AyubMr. Elias Ayub has been an independent member oboard of directors since August 2, 2012 andrizeanber of the
Compensation and Nomination Committee. Mr. Eliasi\yolds an MBA from Harvard Business School, whergraduated as a Baker Scholar,
and a Civil Engineering degree from Mexico City’silersidad Anahuac, where he is a member of thasbdy Council of the School of
Engineering. From 1999 until April 2011, Mr. EliAgub was the Chief Executive Officer of the Comisiéederal de Electricidad, Mexico’s largest
state-owned utilities company. From 2012 to 2014, Blias Ayub served as member of the Dean’s bo&edivisors for Harvard Business School.

Alejandro Ramirez Magafidlr. Ramirez has been an independent member ofaardhof directors since November 1, 2012 and imber
of our Audit Committee. Mr. Ramirez holds an MBAn Harvard Business School, a Master of SciencBeirelopment Economics from the
University of Oxford and a Bachelor of Arts in Eoonics from Harvard University. Mr. Ramirez is ther@ral Director of Cinépolis, the largest
cineplex chain in Latin America and the fourth ksgin the world. He recently co-chaired the 20t2udeal Meeting of the World Economic Forum
and was also appointed by former Mexican Presi@atderén as Chair of the G20’s Business Summit YB2aMexico in June 2012. He has
worked for the World Bank \the United Nations Degrhent Programme (UNDP) and was Mexico’'s PermaReptesentative to the Organization
for Economic Cooperation and Development. In 20@5was also appointed as “Young Global LeaderhigyDavos World Economic Forum in
Switzerland.

José Fernandedr. Fernandez has been a member of our board @ftdirs since October 1, 2013. Mr. Fernandez prelyacted as the
Divisional President of operations for SLAD. Mr.rRéndez is a Mechanical Engineer from Institutoribd@gico Buenos Aires and began his ca
at McDonald’s in 1986. He held the positions of Blepment Director, Development Vice President arahaging Director of McDonald’s
Argentina before becoming the Divisional Presid#raperations of SLAD.

Executive Officers

Our executive officers are responsible for the nganzent and representation of our company. We hat®ag centralized management team
led by Mr. Staton, our CEO and Chairman of the Boaiith broad experience in development, revenuigply chain management, operations,
finance, marketing, legal affairs, human resourcesymunications and training. Most of our executifficers have worked in the food service
industry for several years. Many of the memberthefmanagement team have a long history with Mcsaperations in Latin America and the
Caribbean and with Mr. Staton, and have workedttageas a team for many years. Our executive offiaere appointed by our Board of Direct
for an indefinite term.
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The following table lists our current executiveiodks:

Initial Year of

Name Position Appointment
Woods Staton Chairman and CEO 2007
Sergio Alonso Chief Operating Officer 2007
José Carlos Alcantara Chief Financial Officer 2015
Juan David Bastidas Chief Legal Counsel 2010
José Valledor Rojo Divisional President—Brazil 2011
Alejandro Yapur Divisional President—SLAD 2013
Marcelo Rabach Divisional President—NOLAD 2013
Luis Raganato Divisional President—Caribbean 2014
Sebastian Magnasco Vice President of Development 2007
Raul Mandia Vice President of Marketing 2007
Diego Benenzon Vice President of Human Resources 2014
Sonia Ruseler Vice President of Corporate Communications 2013
Horacio Sbrolla Vice President of Supply Chain 2007
Marlene Fernandez Vice President of Government Relations 2011

The following is a brief summary of the businesparence of our executive officers who are not disectors. Unless otherwise indicated, the
current business addresses for our executive offisecRoque Saenz Pefia 432, Olivos, Buenos Ainggerina (B1636 FFB) and Juncal 1408,
Oficina 404, CP 11000, Montevideo, Uruguay.

José Carlos AlcantaraMr. Alcantara, 44, is our Chief Financial Officéte attended Escola Superior de Propaganda e hitaghke Brazil,
where he received a Bachelor's Degree, and Nortiewes/niversity’s Kellogg School of Management, whbe earned an MBA. Mr. Alcantara
has worked as a consultant and as a senior aadiEnst & Young and Price Waterhouse Cooperseasly. Mr. Alcantara has held senior
finance positions within PepsiGoQuaker Oats and International (LAR Foods & Begesa businesses both in Brazil and in the UnitedeSt Mos
recently, Mr. Alcantara served as the Managing @meSpanish Latin America at Experian, where he praviously CFO Latin America.

Juan David Bastidasvir. Bastidas, 47, is our Chief Legal Counsel. Herated Universidad Pontificia Bolivariana in Colamtwhere he
received a Law Degree. He graduated as a BusirmgsSpecialist from the same university. He receivisdMBA from New York University. He
has post-graduate studies in International Busifiess EAFIT in Colombia and Senior Management fromiversidad de Los Andes in Colombia.
Mr. Bastidas worked from 1994 to 1995 as an intésnal operations lawyer for Banco Industrial Coliemo (Bancolombia). He served as Gen
Counsel and Secretary of the board of directotatefconexion Electrica S.A. E.S.P.—ISA from 19862010 before joining us in July 2010.

José Valledor Rojavir. Valledor Rojo, 48, was promoted to the positadrDivisional President in Brazil, effective Augus 2011. Prior to his
appointment as such, he was Regional Directoti@iSouthern Cone. He joined us in 1990 as an assistthe accounting department, and four
years later he became Manager of that departnme005, he became Regional Operations Directoporesble for the markets of Uruguay,
Paraguay and Argentina. Two years later, he be@egentina’s General Director while continuing tqsuvise the market operations in Uruguay,
Chile and Paraguay. Mr. Valledor Rojo has a degr&usiness Administration and a post-graduate ekefnom the Instituto de Altos Estudios
(IAE) in Buenos Aires, Argentina.

Alejandro YapurMr. Yapur, 46, was appointed Divisional PresidenBbAD in July 2013. He began his career in 198@ asew member at
the first McDonald'’s restaurant in Argentina and tize opportunity to serve as Manager in the MamgeOperations and Corporate
Communications areas of Arcos Dorados in Argentim2005 he was promoted to Managing Director afglray and in 2007 became responsible
for the Companys Chilean operations. In 2011, Mr. Yapur becameidead Managing Director for the Southern Cone Rediérgentina, Chile an
Uruguay) until 2013 when he was promoted to hisesurposition. He graduated from the Universidadediidios Empresariales in Buenos Aires
and subsequently went on to earn a Master’s dégréemmunications from Universidad Austral.
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Marcelo RabachMr. Rabach, 44, is our Divisional President for N&R), and was, prior to his appointment as such, VApesident of
Operations Development since 2012 and Divisionasident in Brazil since 2008. He graduated witlegree in Business Administration from
Universidad Argentina de la Empresa in 2002. Heahdgs career at McDonald’s Argentina in 1990 aasl dtwver 17 years of line operations
experience, starting as a crew employee and syeadlifancing into larger operational roles. Froma@aatil his appointment as McDonald’s Chief
Operating Officer in Venezuela in 2005, Mr. Rabagts responsible for the operations, real estatestaaction, human resources, local store
marketing, and training and franchising of a regidthin Argentina, holding the positions of Opecais Manager and Operations Director. He was
the Chief Operating Officer in Venezuela from 2Q08il 2008.

Luis RaganatoMr. Raganato, 50, is our Divisional President far Caribbean. Prior to his appointment as suckydsethe General Director of
Arcos Dorados in Peru. Mr. Raganato began his cate®rcos Dorados in 1991 as a Trainee in the Noentro Shopping location in the province
of Cdrdoba, Argentina and has held various positiarOperations Management over the years. Mr. Ratgeholds a Bachel@’'degree in Busine:
Administration from Instituto Aerondutico de Argera and a Master’s degree in Marketing and Busibesgelopment from Escuela Superior de
Estudios de Marketing de Madrid.

Sebastian Magnascdir. Magnasco, 45, is our Vice President of Develeptrand served, prior to his appointment as suctig same
capacity in SLAD. He graduated with a degree inikegring from Instituto Tecnoldgico Buenos Airas,1990. He began his career at McDonald’s
in 1994 and held the positions of Real Estate &igment Director of Argentina and IT, Real Estatd &guipment Director of Argentina until his
appointment as Vice President of Development of BlLi#2005.

Raul MandiaMr. Mandia, 53, is our Vice President of Marketargd served, prior to his appointment as such,ersttime capacity in SLAD.
He graduated with an associate degree in Accoufriimg Northern Virginia Community College, Virginia 1988. Mr. Mandia also holds a
Bachelor’'s degree in accounting from Strayer CalegWashington D.C. and a Master’s degree in tamdtom Southeastern University in
Washington D.C. He has also completed post gradwatesework from The Garvin School of Internatiol@nagement in Arizona and The
Wharton School in Pennsylvania. He began his caeicDonald’s in 1991 as Finance Manager in Urygtm2000, he became Director of
Operations, Learning and Development in the Latimefican group of McDonald’s corporate headquartard,in 2002 he returned to McDonald’s
Uruguay as Managing Director until he was appoirte®ice President of Marketing of SLAD in 2005.

Diego BenenzonMr. Benenzon, 48, is our Vice President for HurRasources. He joined the Company in April 2008 &.AD HR Talent
and Development Director and has over ten yearggance in leadership positions at Citibank wherevas Vice President of Human Resources
before joining the Company. Prior to Citibank Meer&nzon was a human resources consultant at RBengér International. He has also serve
a senior consultant to various large companieNgB@®s and has teaching experience. Mr. Benenzornugtad with a degree in psychology from
Universidad John F. Kennedy and holds a postgradiedree from the Universidad de Buenos Aires.

Sonia RuseleMs. Ruseler, 52, is our Vice President of Corpo@enmunications, who joined the Company in 2012 &taduated with a
degree in Social and Political Sciences from CadgaiUniversity. Ms. Ruseler began her career imjalism at the BBC in London, worked as a
TV correspondent for ITN in London and Tokyo, wasational ITV news presenter in London, followeddight years as news anchor for CNN
International, based in Atlanta and Washington Affer journalism, she worked in Washington onisrend issues management; from 2002
onwards for The McGinn Group, handling sensitivellemges for Fortune 500 clients in the US andrLAtinerica, as well as representing the wine
regions of Champagne, Oporto and Jerez as a ldkiiy@hlopak, Leonard and Schechter. In 2010 shreedaan MBA from Bordeaux Ecole de
Management.

Horacio Sbrolla.Mr. Sbrolla, 52, is our Vice President of Supplya@hand served, prior to his appointment as surcthyd same capacity in
SLAD. He graduated with a degree in Industrial Begring from Instituto Tecnoldgico Buenos Aires1886. He began his career at McDonald'’s
in 1988 as Equipment Manager of Argentina. In 20@lbecame the Regional Leader for the implememntati the “ERP” solution within all Latin
American markets and since 2002 was the Managinectir of Chile until his appointment as Vice Pdesit of Supply Chain of SLAD in 2005.
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Marlene FernandeaVis. Fernandez, 53, was appointed our Vice Presiofe@bvernment Relations. Prior to joining us ir020she served as
Executive Director of the Gallup Organization intihaAmerica and held various governmental positiamsluding member of Bolivia Chamber ¢
Deputies, Bolivian Ambassador to the United Stated Permanent Representative to the Organizatiéimefrican States in Washington, D.C., the
European Union and Italy. Ms. Fernandez graduatddawdegree in Communications and Public Relatfom® Universidad John F. Kennedy in
Buenos Aires. She holds a Master of Science wipegialization in broadcast journalism from Bostbriversity and has completed doctorate
courses at Harvard University in Law and Diplomdsirategic Communications, Conflict Resolution &ladjotiations in Conflict Areas.

B. Compensation
Long-term and Equity Incentive Plans
Long-term Incentive Plan

We implemented a long-term incentive plan in 20®8tvard certain employees for the success of asinbss. In accordance with this plan,
we historically granted phantom equity units, agil@ADs, annually to certain employees, pursuamthizh such employees are entitled to receive,
upon vesting, a cash payment equal to the appieatiat the fair value of the award over the badeeaf the award. In 2011, our Board approved
the use of the Company’s market capitalizatiorofelhg our initial public offering as the metric us® determine the Company’s fair market value
under this incentive plan in place of the existiognula used to determine the current value ofativards. The CADs vest over a five-year period,
subject to continued employment with us, as follo#@%6 on the second anniversary of the date oftgnash 20% on each of the following three
anniversaries. The right is cumulative and, ont&g become exercisable, it may be exercised darmgarterly window period in whole or in part
until the date of termination, which occurs the twonths after the fifth anniversary of the grarted@ny outstanding CADs at the date of
termination will be automatically settled by us.April 2014, we communicated to our employees tied-year extension of the right to exercise
outstanding options under the long-term incentiam pvithout any change in the vesting period. Pamsto the thregrear extension, units for whi
its exercise right was originally scheduled to exjn May 2014 will expire in May 2017, and units fvhich its exercise right was originally
scheduled to expire in May 2015 will expire in M2§18. There were 84 employees affected by thidutsn.

As of December 31, 2014, 873,538 CADs were outstgnas compared to 1,018,306 CADs as of Decemhe2(@®L3. During 2014, 119,464
CADs were exercised, and the total amount paidhiese exercises was $0.3 million. A total of 25,8@0Ds were forfeited during 2014. At
December 31, 2014, we maintain a current payab$ & million related to these exercises that ésented within “accrued payroll and other
liabilities” in our balance sheet. See Note 16uo @onsolidated financial statements for additiandrmation.

Equity Incentive Plan

In March 2011, we adopted our Equity Incentive P@r2011 Plan, to attract and retain the mostligbalified and capable professionals and
to promote the success of our business. This glalaces our 2008 long-term incentive plan discuabede, although the CADs that have already
been granted will remain outstanding until thegpective termination dates. Like our 2008 long-teroentive plan, the 2011 Plan is being used to
reward certain employees for the success of ouinéss through an annual award program. The 20T g&lemits grants of awards relating to class
A shares, including awards in the form of shareqakferred to as stock) options, restricted shaestricted share units, share appreciation rights
performance awards and other share-based awavdl be determined by our Board.

Pursuant to the 2011 Plan, on April 14, 2011, itst frading day of our class A shares on the NYW8& made the annual grants for 2011 to
certain of our executive officers and other empésyd he grants included 231,455 restricted shate and 833,388 stock options that will vest as
follows: 40% on the second anniversary of the dagrant and 20% on each of the following threeiensaries. In addition, on April 14, 2011, we
granted special awards of restricted share undsstotk options to certain of our executive officand other employees in connection with our
initial public offering. The special grant includé82,137 restricted share units and 1,046,459 siptikns that will vest 1/3 on each of the second,
third and fourth anniversaries of the grant datéh\éspect to all of the grants made on April 2811, each stock option represents the right to
acquire one class A share at a
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strike price of $21.20 (the closing price on theedaf grant), while each restricted share unitespnts the right to receive one class A share, when
vested.

On May 10, 2012, we made the annual grants for 20t2rtain of our executive officers and other lypes. The grants include 211,169
restricted share units and 584,587 stock optioamsvifil vest as follows: 40% on the second anniaer®f the grant date and 20% on each of the
following three anniversaries. Each stock opticanged represents the right to acquire one classafesat a strike price of $14.35 (the closing price
on the grant date), while each restricted sharerepiesents the right to receive one class A sivhen vested.

On May 10, 2013, we made the annual grants for 20t@rtain of our executive officers and other lypes. The grants include 213,600
restricted share units and 431,726 stock optioamsvifil vest as follows: 40% on the second anniaer®f the grant date and 20% on each of the
following three anniversaries. Each stock opticanged represents the right to acquire one classafesat a strike price of $14.31 (the closing price
on the grant date), while each restricted sharerepiesents the right to receive one class A sivhen vested.

On May 10, 2014 we made the annual grants for 20tértain of our executive officers and other esgpks. The grants include 317,351
restricted share units and 247,475 stock optioamsvifil vest as follows: 40% on the second anniaer®f the grant date and 20% on each of the
following three anniversaries. Each stock opticanged represents the right to acquire one cladswafesat a strike price of $8.58 (the closing price
on the grant date), while each restricted sharerepiesents the right to receive one class A sivhen vested.

The maximum number of shares that may be issueerihd 2011 Plan is 5,238,235 class A shares, ¢q2ab% of our total outstanding class
A and class B shares immediately following ouri&ipublic offering on April 14, 2011. We issued83@17 class A shares during 2014 in
connection with the partial vesting of outstandiegtricted share units.

See Note 16 to our consolidated financial statestemtadditional information.

We intend to make the 2015 annual grant under @4 Plan during the second quarter of 2015.

Compensation of Directors and Officers
General

The approximate aggregate annual total cash corapensor our 14 officers was $11.2 million in 2014 2014, we approved annual
compensation for our non-executive directors of0$2d0 each, payable 50% in cash and 50% in stoip The cash payments corresponding to
services performed in 2014 were paid in 2014 ardstack options will be granted during the secomarigr of 2015, at the same time that we make
the 2015 annual grant under the 2011 Plan descabede. Terms of the stock options will be detesdim accordance with market practice and
will be reviewed by our compensation and nominatiommittee. We have not entered into any servicgracts with our directors to provide for
benefits upon termination of employment.

C. Board Practices
Our Committees
Audit Committee

Our audit committee consists of three directors: Gtru, Mr. Vélez and Mr. Ramirez Magafia. Mr. Chu, WElez and Mr. Ramirez Magafia
are independent within the meaning of the SEC a¥i8Bcorporate governance rules. Our Board of Dinsdhas determined that Mr. Chu and Mr.
Vélez are “audit committee financial experts” afirterl by the SEC.

The charter of the audit committee states thaptirpose of the audit committee is to assist the®oéDirectors in its oversight of:

« the integrity of our financial statements;

« the annual independent audit of our financial shetets, the engagement of the independent auditbth@nevaluation of the qualifications,
independence and performance of our independenbgud

« the performance of our internal audit function; and

« our compliance with legal and regulatory requireteen
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Compensation and Nomination Committee

Our compensation and nomination committee consfdtér. Staton, Mr. Herndndez-Artigas, Mr. Elias Ayand Ms. Franqui. Pursuant to its
charter, the compensation and nomination commisteesponsible for, among other things:

« approving corporate goals and objectives relevanbmpensation, evaluating the performance of diexauin light of such goals and
objectives and recommending compensation basedanevaluation, recommending any long-term incent@mponent of compensation
and approving the compensation of our executiviear;

« reviewing and reporting to the board of directansooir management succession plan and on compeméatidirectors;
« evaluating our compensation and benefits policies;
« evaluating the structure of our board of directors;
« nominating candidates to executive positions arttiedoard of directors; and
« reporting to the board periodically.
D. Employees

Our employees are a crucial component of our custemestaurant service experience. As such, weistmtly train our employees to deliver
fast and friendly service through a series of trajrprograms. We support our McDonald’s-based imgiprograms with an extensive set of quality
controls throughout production, processing andibistion and also in our restaurants, where we tooméstaurant managers’ performance and use
ongoing external customer satisfaction opportur@ports that analyze key operating indicators.

Our employees can be divided into three differe¢gories: crew, restaurant managers and profegstaff. Due to the different tasks of each
of these categories of employees, turnover raféer dignificantly. Crew turnover is considerabligher than turnover for managers and
professional staff.

As of December 31, 2014, we had a total of appresafy 95,000 employees throughout the Territo@shis number, 84% were crew, 15%
were restaurant managers and the remainder wefiespional staff. Approximately 46% of our employeese located in Brazil.

We have various types of employment arrangemeritsauir employees in Brazil. Some of our employegegive monthly wages whereas
others are paid by the hour, and some of our emaplopave fixed work schedules. Most of our empleye®razil, in particular students and
minors, work schedules of less than 180 hours mertim Brazilian law requires that employers provadainimum monthly wage, which, in the
case of employees who are paid by the hour, isgted in terms of wages per hour.

In the beginning of 2012, we decided to transitmfixed work schedules and hourly wages for oupleyees in Brazil. Our employees will
work between 180 and 220 hours per month, with gntignal wages based on the quantity of hours firettieir employment agreements. In 2013,
pursuant to the Pernambuco Labor Court ruling, egah the transition to a fixed hourly schedule ediog to the timeframe agreed to in the ruli
See “Item 8. Financial Information—A. Consolidatgtements and Other Financial Information—LegatPedings—Brazilian Labor Litigation.”

In August 2012, the Public Labor Ministry of theafét of PernambucolMinistério Publico do Trabalho do Estado de Pernaici) filed a civil
complaint against us in the Labor Court of Pernacoldustica do Trabalho de Pernambuyregarding alleged non-compliance with certairofab
laws. See “Item 8. Financial Information—A. Condalied Statements and Other Financial Informationgal Eroceedings—Brazilian Labor
Litigation.”
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The following table illustrates the distribution@fr employees by division and employee categonf &ecember 31, 2014. Due to the
reorganization of our segments effective Janua®013, the segment information below is not disecttmparable to the segment information
presented in our annual reports on Form 20-F fetars prior to 2013. See “Presentation of Firedrazid Other Information—Operating Data.”

Restaurant  Professiona

Division Crew Managers Staff Total
Brazil 36,59 6,967 49¢ 44,05¢
Caribbean division 11,372 1,90¢ 324 13,60¢
NOLAD 8,84: 1,80¢ 271 10,92(
SLAD 22,837 3,18( 311 26,32¢
Corporate and other 0 0 46E 465
Total 79,64: 13,86: 1,86¢ 95,37

Restaurant managers are responsible for the daihagement of our restaurants. As such, we haveprebiensive training program for them
that is focused on customer management practiced,dreparation and other operational procedutasd@rds are taught and continuously
reinforced through the use of such training prograWe also use performance measurements on awahbasis, both internally and externally in
connection with all our restaurants. Our internaisite visit restaurant operations improvement @ssevaluates operational standards, which are
compared globally to assure continuous improvemaietalso contract third parties, which we refeaschird-party shoppers, to visit our
restaurants anonymously and report on our perfocmadur external third-party shopper measuremeardastomer satisfaction opportunity
reports help maintain our competitiveness. In aalditHamburger University provides restaurant mansgmidmanagers and owner/operators v
training on best practices in different aspectswfbusiness. In 2014, approximately 15,000 peafiénded different courses or events at
Hamburger University in areas such as restaurahtastomer management, sales and accounting.

The role performed by our crew is of critical imf@orce in our interactions with our customers. Empgorelations are thus key to maintaining
the level of motivation and enthusiasm on the paaur crew that help differentiate our restaurdrdm those of our competitors. We have been
recognized by many independent organizations fingoa “great place to work.” In 2014, the Greatdeléo Work Institute ranked us fourth among
the top 25 best multinational employers in Latinéina, and we led theStper Empresds(Super Companies) ranking by tB&pansion/CNN
magazine

Although we have unions in some of our most imptrtaarkets, including Brazil, Argentina and Mexitloe unions do not have an active role
in the restaurants. In these markets, the restaindustry is unionized by law.

E. Share Ownership

The following table presents the beneficial owngrslf our shares owned by our directors and offi@s of the date of this annual report. O
than those persons listed below, none of our direair officers beneficially own any of our shares.

Percentage Percentage
of of
Outstanding Outstanding Total Total
Class A Class A Class B Class B Economic Voting

Shareholder Shares Shares Shares Shares Interest Interest(1)
Los Laureles Ltd.(2)(3) — —  80,000,00 100.% 38.(% 75.4%
Woods Staton(3) 4,032,42: 3.1% — — 1.9% 0.6%
Sergio Alonso * * — — * *
Annette Franqui * * — _ * *
Carlos Hernandez-Artigas * * — — * *
Juan David Bastidas * * — — * *
José Valledor Rojo * * — _ * *
José Fernandez * * _ _ * *
Marcelo Rabach * * — — * *
Sebastian Magnasco * * — — * *
Raul Mandia * * — _ * *
Pablo Rodriguez de la Torre * * — — * *
Diego Benenzon * * — _ * *
Horacio Sbrolla * * — _ * *
Marlene Fernandez * * — — * *

*  Each of these directors and officers beneficiallns less than 1% of the total number of outstandiags A shares.
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(1) Class A shares are entitled to one vote per shat€lass B shares are entitled to five votes paresh

(2) Los Laureles Ltd. is beneficially owned by Mr. $tatour Chairman and CEO. See “Item 7. Major Shaldsis and Related Party
Transactions—A. Major Shareholders—Los Laureles”Ltd

(3) In addition to the class B shares he beneficialim®through Los Laureles Ltd., Mr. Staton benefigiawns class A shares through direct and
indirect ownership. On a combined basis, Mr. Stagdhe beneficial owner of an aggregate of 39.9%uo total economic interests and 76.2%
of our total voting interests.

As of the date of this annual report, our 14 officead been granted (i) a total of 606,596 restlishare units, 719,768 options at an exercise
price of $21.20 per share, 257,238 stock optiommatxercise price of $14.35 per share and 11488K options at an exercise price of $14.31 per
share pursuant to the 2011 Plan. For more infoonasiee “—B. Compensation—Long-term and Equity mtige Plans” above. Our non-executive
directors had been granted a total of 53,652 stptions at an exercise price of $14.35 per shade3B2 stock options at an exercise price of $1
and 247,478 stock options at an exercise pric8&8per share per share pursuant to the 2011 Plan.

ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSA CTIONS
A. Major Shareholders

As of the date of this annual report, under our m@mdum and articles of association, we are autbdrio issue a maximum of 420,000,000
class A shares, no par value per share, and 80@D@Jass B shares, no par value per share. Eamlr afass A shares entitles its holder to one
vote. Each of our class B shares entitles its mdtnléive votes. Los Laureles Ltd., our controllisigareholder, owns 38.0% of our issued and
outstanding share capital, and 75.4% of our vatioger by virtue of its ownership of 100% of oursd@ shares. The following table presents the
beneficial ownership of our shares as of the datkis annual report:

% of % of
Outstanding Outstanding Total Total
Class A Class A Class B Class B Economic Voting
Shareholder Shares Shares Shares Shares Interest Interest(1)
Los Laureles Ltd(2)(3) — — 80,000,00 100.% 38.(% 75.4%
Woods Staton(3) 4,032,42. 3.1% — — 1.€% 0.6%
Capital World Investors(4) 15,907,35 12.2% — — 7.€% 3.(%
Capital International Investors(5) 12,132,80 9.2% — — 5.8% 2.2%
Baillie Gifford & Co(6) 8,750,49 6.7% — — 4.2% 1.€%
Coronation Asset Management (Pty) Ltd.(7,  15,624,62 12.(% — — 7.2% 2.2%
William H. Gates I11(8) 11,641,40 8.6% — — 5.5% 2.2%
New World Fund, Inc.(9 8,241,17 6.2% — — 3.£% 1.€%
Macquarie Group Limited(10) 6,881,42. 5.2% — — 3.2% 1.53%
Black Creek Investment Management Inc.

(11) 9,559,83 7.2% — — 4.5% 1.8%
Public 37,664,39 28.9% — — 17.%% 7.1%
Total 130,435,92 100.%  80,000,00 100.(% 100.(% 100.(%

(1) Class A shares are entitled to one vote per shatelass B shares are entitled to five votes paresh

(2) The address of Los Laureles Ltd. is 325 Waterfinite, Omar Hodge Building, 2nd Floor, Wickhams ayRoad Town, Tortola, British
Virgin Islands. Los Laureles Ltd. is beneficiallwoed by Mr. Staton, our Chairman and CEO. Los Llesrketd. established a voting trust with

respect to the voting interests in us held by Lasreles Ltd. Los Laureles Ltd. is the beneficidrthe voting trust. See “—Los

Laureles Ltd.”
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@)

4)

In addition to the class B shares he beneficialm®through Los Laureles Ltd., Mr. Staton benelligiawns class A shares through direct and
indirect ownership. On a combined basis, Mr. Stagdhe beneficial owner of an aggregate of 39.9%h e total economic interests of Arcos
Dorados and 76.2% of its total voting interests.

Capital World Investors, a division of Capital Ras# and Management Company (CRMC), filed with$E€ a Schedule 13G/A dated
February 13, 2015. Based solely on the disclosetréosth in such Schedule 13G/A, Capital World Istees has sole voting power with respect
to 15,907,352 class A shares and sole dispositwepwith respect to 15,907,352 class A shareshasidisclaimed beneficial ownership of
these class A shares. Capital World Investorseésmdel to be the beneficial owner of these classafeshas a result of CRMC acting as
investment adviser to various investment comparggistered under Section 8 of the Investment Compan of 1940. The address of Capital
World Investors is 333 South Hope Street, Los AegeCA 90071.

(5) Capital International Investors, Inc. filed withretSEC a Schedule 13G/A dated February 13, 201®dBssely on the disclosure set forth in

(6)

@)

®)

©

such Schedule 13G/A, Capital Group Internatiomad, has sole voting power with respect to 17,464 €&ss A shares and sole dispositive
power with respect to 18,085,232 class A shardasChpital Group International, Inc. has disclainbedeficial ownership of these class A
shares. Capital Group International, Inc. is theepgholding company of a group of investment managnt companies that hold investment
power and, in some cases, voting power over thes dashares reported in such Schedule 13G/A. Theas of Capital International Investors
is 333 South Hope Street, Los Angeles, CA 90071.

Baillie Gifford & Co, a Scottish partnership, filedth the SEC a Schedule 13G/A dated January 2I5.2Based solely on the disclosure set
forth in such Schedule 13G/A, Baillie Gifford & @as sole voting power with respect to 6,867,158chshares and sole dispositive power
with respect to 8,750,494 class A shares. Secsirigéiported on such Schedule 13G/A as being beakéficwned by Baillie Gifford & Co are
held by Baillie Gifford & Co and/or one or moreitdf investment adviser subsidiaries, which mayudelBaillie Gifford Overseas Limited, on
behalf of investment advisory clients, which maglille investment companies registered under thestment Company Act, employee ber
plans, pension funds or other institutional cliefiise address of Baillie Gifford & Co is Calton $qe, 1 Greenside Row, Edinburgh EH1 3,
Scotland, UK.

Coronation Asset Management (Pty) Ltd. filed whk SEC a Schedule 13G/A dated February 17, 20XgdBsolely on the disclosure set fc
in such Schedule 13G/A, Coronation Asset Manageifig) Ltd. has sole voting power with respect 50624,627 class A shares and sole
dispositive power with respect to 15,624,627 clashares. The address of Coronation Asset ManageRg) Ltd. is 7th FI. Montclare
Centre, CNR Main and Campground Rd., ClaremonteQapvn T3 7708, South Africa.

William H. Gates Il (“Mr. Gates”) indirectly own€lass A shares through Cascade Investment, LLCs¢&#e”) and the Bill & Melinda Gates
Foundation Trust (the “Trust”). Cascade, the Triyst, Gates and Melinda French Gates (“Mrs. Gatéyl with the SEC a Schedule 13G
dated February 13, 2015. Based solely on the disoboset forth in such Schedule 13G, (i) Cascadebia voting power with respect to
8,580,900 class A shares and sole dispositive puitie respect to 8,580,900 class A shares; i) Trust has shared voting power with
respect to 3,060,500 class A shares and sharedsitisp power with respect to 3,060,500 class Aeahidiii) Mr. Gates has shared voting
power with respect to 11,641,400 class A sharesharkd dispositive power with respect to 11,641 ¢lass A shares; and (iv) Mrs. Gates has
shared voting power with respect to 3,060,500 cdasbares and shared dispositive power with redpe®t060,500 class A shares. The add

of Cascade Investment, LLC is 2365 Carillon Pdftitkland, Washington 98033. The address of the flansl Mrs. Gates is 500 Fifth Avenue
North, Seattle, Washington 98119. The address of@dtes is One Microsoft Way, Redmond, Washing®062.

New World Fund, Inc. filed with the SEC a SchedlL8& dated February 13, 2015. Based solely on #$wadiure set forth in such Sched
13G, Black Creek Investment Management Inc. has\sating power with respect to 8,241,177 class @&t and sole dispositive power with
respect to no class A shares. The address of Blemik Investment Management Inc. is 212 .King $téest, Toronto, Ontario, M5H 1KS5,
Canada.

(10)The Macquarie Group Limited filed with the SEC &&dule 13G dated February 13, 2015. Based solelgeodisclosure set forth in such

Schedule 13G, (i) The Macquarie Group Limited $w@le voting power with respect to 0 class A sharessole dispositive power with respect
to O class A shares, (ii) The Macquarie Group Lémhithas sole voting power with respect to O clasbades and sole dispositive power with
respect to O class A shares, (iii) Delaware Manageriloldings, Inc. has sole voting power with extfo 6,881,424 class A shares and sole
dispositive power with respect to 6,881,424 clashéares and (iv) Delaware Management Business Tras sole voting power with respec
6,881,424 class A shares and sole dispositive posterespect to 6,881,424 class A shares. No. ttiMRlace Sydney, New South Wales,
Australia. The principal business address of Detawéanagement Holdings Inc. and Delaware ManageBesiness Trust is 2005 Market
Street, Philadelphia, PA 19103.

(11)Black Creek Investment Management Inc. filed witt SEC a Schedule 13G dated March 11, 2015. Batedgl sn the disclosure set forth in

such Schedule 13G, Black Creek Investment Managemenhas sole voting power with respect to 9,838,class A shares and sole
dispositive power with respect to 9,559,834 clashares. The address of Black Creek Investment d¢amant Inc. is 212 .King Street West,
Toronto, Ontario, M5H 1K5, Canada.



Los Laureles Ltd.

Los Laureles Ltd. is our controlling shareholded @beneficially owned by Mr. Staton, our Chairnzand CEO. Los Laureles Ltd. currently
owns 38.0% of the economic interests of Arcos Dosaghd 75.4% of its voting interests. Los Laurékels has established a voting trust with
respect to the voting interests in us held by Lasreles Ltd. Los Laureles Ltd. is the beneficidrthe voting trust. The voting trust exercises the
vote of the class B shares through a voting coremitthich consists of only Mr. Staton. The decigibthe voting committee must be approved by
Los Laureles (PTC) Limited, a British Virgin Islamadompany that is a wholly-owned subsidiary of Lasrreles Limited. Mr. Staton is the sole
director of Los Laureles (PTC) Limited. Without tbensent of McDonald’s, Mr. Staton may add any enmore of his descendants, certain other
relatives, any board member of Arcos Dorados aadttef executive officer, chief operating offiaarchief financial officer of Arcos Dorados to
the committee.
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Following Mr. Staton’s death or during Mr. Statoirisapacity, the voting committee will consist @j €ertain officers or directors of Arcos
Dorados, (2) certain descendants of Mr. Statoheir tepresentatives, and (3) other persons amzbing Los Laureles (PTC) Limited, subject to
McDonald’s consent if such person is not one of $taton’s descendants and is not the chief exexofficer, chief operating officer or chief
financial officer of Arcos Dorados. For the firstd years from the date of the execution of théngptrust, the officers and directors of Arcos
Dorados on the voting committee will have the tieaking vote (if any). Thereafter, Mr. Staton’s ckwsdants will have the tie-breaking vote.

Significant Changes in Ownership by Major Sharehels

We have experienced significant changes in thegpgéage ownership held by major shareholders asuét i our initial public offering and
follow-on offering. Prior to our initial public offring in April 2011, our principal shareholders wé&os Laureles Ltd. (40.0% economic, 76.9%
voting), Gavea Investment AD, L.P. (26.1% econorhp% voting) and investment funds controlled lapital International, Inc. (20.4%
economic, 7.9% voting) and DLJ South American Rasgih.L.C. (through its affiliates) (13.2% econon®cl% voting).

On April 19, 2011, we completed our initial pubdiffering and listed our class A shares on the NeskYStock Exchange. In the initial public
offering, we sold 9,529,412 class A shares and &aweestment AD, L.P. and investment funds corgtbbly Capital International, Inc. and DLJ
South American Partners L.L.C. (through its affés) sold 74,977,376 class A shares, including22,824 class A shares sold to the underwriters
pursuant to the underwriters’ over-allotment optiom October 25, 2011, we completed a follow-omieffg in which Gavea Investment AD, L.P.
and investment funds controlled by Capital Inteoretl, Inc. and DLJ South American Partners L.L({6rough its affiliates) sold the remainder of
their shareholdings.

As of April 27, 2015, there were five class A stiders of record. We believe the number of ber@f@mwvners is substantially greater than
number of record holders because a large portiamtass A shares is held in “street name” by brakers

B. Related Party Transactions
Axionlog Split-off

In March 2011, we effected a split-off of Axionl¢@rmerly known as Axis) to our principal sharehers. The split-off was effected through
the redemption of 41,882,966 shares (25,129,783 dashares and 16,753,186 class B shares). Agleoason for the redemption, the Company
transferred to its principal shareholders its gquiterests in the operating subsidiaries of theéAbog business totaling a net book value of $15.4
million and an equity contribution that was madéhte Axionlog holding company amounting to $29.8lioni. Following the redemption, Los
Laureles Ltd. acquired the Axionlog shares heldlayea Investment AD, L.P. and investment fundsrotiatl by Capital International, Inc. and
DLJ South American Partners L.L.C. (through itsliates). The split-off of Axionlog did not havenaaterial effect on our results of operations or
financial condition.

In 2011, we entered into a master commercial ageeémith Axionlog on arm’s-length terms pursuantaich Axionlog provides us with
distribution services in Argentina, Chile, ColomHidexico, Uruguay and Venezuela. On November 9120k entered into a revolving loan
agreement with Axionlog B.V. (formerly known as AxDistribution B.V.), a holding company of the Arlog business, pursuant to which we
agreed to lend Axionlog the total sum of $12.0imillat an interest rate of LIBOR plus 6%, in linghainterest rates prevailing in the market. This
revolving loan facility will mature on November Z2016. As of December 31, 2014 and 2013, Axionlog. Bad borrowed $11.5 million and $9.0
million, respectively, from us in connection withig revolving loan facility. As of March 31, 201%11.5 million was outstanding under this loan.

See Note 24 to our consolidated financial statesfemtdetails of the outstanding balances and &@tiens with related parties as of December
31, 2014 and 2013 and for the fiscal years endextber 31, 2014, 2013 and 2012.
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C. Interests of Experts and Counsel

Not applicable.
ITEM 8. FINANCIAL INFORMATION
A. Consolidated Statements and Other Financial Inform&on
Financial statements

See “Item 18. Financial Statements,” which contaimsfinancial statements prepared in accordantie WiS. GAAP.
Legal Proceedings

Puerto Rican Franchisees

In January 2007, several Puerto Rican franchisksebd lawsuit against McDonald’'s Corporation aedain subsidiaries which the Company
purchased during the acquisition of the LatAm besin(the “Puerto Rican franchisees lawsuit”). Hveslit originally sought declaratory judgment
and damages in the amount of $11 million plus pifééhattorney’s fees. In January 2008, the pléfstfiled an amended complaint that increased
the amount of damages sought to $66.7 million plamtiffs’ attorney’s fees. The complaint, as amhed, requests that the court declare that the
plaintiffs’ respective franchise agreements andremtual relationships with McDonald’s Corporatiovhich agreements and relationships were
assigned or otherwise transferred to the Compapadof the Acquisition of the LatAm business, gowerned by the Dealers’ Act of Puerto Rico,
or “Law 75", a Puerto Rican law that limits the gnals under which a principal may refuse to reneteninate a distribution contract. The
complaint also seeks preliminary and permanenntjans to restrict the Company from decliningeaew the plaintiffs’ agreements except for
just cause, and to prohibit the Company from opgnastaurants or kiosks within a th-mile radius of a franchisee’s restaurant. In Sepr
2008, the Company filed a counter-suit requestiggtérmination of the franchise agreements witkd@feanchisees due to several material
breaches. On December 23, 2010, the Commissiosigmasl by the Court of First Instance to this dgaseed a resolution holding that Law 75
applies to the parties’ commercial relationship.Joly 20, 2011, the Court of First Instance adopiedCommissioner’s determination with respect
to the application of Law 75. This determinatiomisinterlocutory determination that defines thgidiation applicable to the franchisee rights and
obligations. Law 75 will be the applicable law dwgithe trial process. After the trial conclusidre Company can still reiterate in appeal the
position that Law 75 does not apply to the franetiiagreements. The franchisees will still neecetnahstrate and prove that the franchisor has
breached their respective contracts. Therefor@ragsion has been recorded regarding this lavmdause the Company believes that a final
negative outcome has a low probability of occureenc

Both parties have concluded discovery and theiptdtearing was held on August 30, 2012. The ttehmenced on September 10, 2012 and
was heard by the court-assigned commissioner.\ettd of 2014, plaintiffs finished their presemtatof evidence and we have not yet started our
presentation of evidence. We anticipate that then@issioner will issue a recommendation of resolutmthe Court of First Instance during the
second semester of 2015.

During 2014, another franchisee filed a complaim (‘related Puerto Rican franchisee lawsuit "3iagt us and McDonald's USA, LLC (a
wholly owned subsidiary of McDonald’s Corporatigrgsserting a very similar claim to the one filedhie Puerto Rican franchisees lawsuit. The
claim seeks declaratory judgment and damages iarttweint of $30 million plus plaintiff's attorneyfses. Although this case is in its early stages,
we believe that a final negative resolution hasvaprobability of occurrence, since its close relskamce to the Puerto Rican franchisees lawsuit.

Furthermore, on March 26, 2010, we filed a col@tttlaim against Puerto Rico Owner Operator’s Aisgion (“PROA”), an association
integrated by our franchisees that meets peridglit@lcoordinate the development of promotional eratketing campaigns, for the reimbursement
of the monetary contribution made during Augus200n June 15, 2010, PROA, also known as the catipe, filed a third party complaint and
counterclaim (the “PROA claim”) against us and otthérd party defendants, in the amount of $31ionill At that time, the association was formed
solely by franchisees that are plaintiffs in theRo Rican franchisees lawsuit, described abov@ARcomplaint requests breach of contract for
withdrawing from the association (PROA'’s positigrthat we cannot resign to the
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cooperative) and collection of past contributicammong others. On June 9, 2014, after several nof@rsummary judgment duly filed and
opposed by the parties, the Court entered a “P&timmary Judgment and Resolution” in favor of PR®&fore initiating the discovery phase,
finding that we must participate and contributedsito the association. However, the Court did petgy any amount for which we should be held
liable, due to its preliminary and interlocutorytur@, and the lack of discovery conducted regarttiegamounts claimed by the plaintiffs. We are
opposing this claim vigorously because we beliénat there is no legal basis for it consideringth{® obligation to contribute is not directed tous

a cooperative, (ii) the franchise agreement do¢samtain a provision that makes it mandatory tdipipate in the cooperative, and (iii) PROA’s
by-laws state that participation in the cooperaisveoluntary, among other arguments.

Pursuant to Section 9.3 of the Stock Purchase Aggat McDonald’s Corporation indemnifies the Comp#or certain Brazilian claims as
well as for specific and limited claims arisingrfitrahe Puerto Rican franchisees lawsuit. Pursuatfietd/FA, the Company indemnifies
McDonald’s for the related Puerto Rican franchiseesuit and the PROA claim.

Brazilian Labor Litigation

In August 2012, the Public Labor Ministry of theaf&t of PernambucolMinistério Plblico do Trabalho do Estado de Pernaitt) in Brazil
filed a civil complaint against us in the Labor @oef Pernambuco Justi¢ca do Trabalho de Pernambucim order to (i) compel us to change the
variable work schedule applicable to our 14 restaisrin Pernambuco, which is a state in northea&gazil, to a fixed work schedule, (ii) seek
fines of R$3,000 per employee per month for alleg@adcompliance with labor laws related to, for epamovertime payment, breaks between
workdays, night shift premiums, duration of breaksl weekly rest time, (iii) seek a penalty of R$20, related to the non-exhibition of
documentation relating to audit labor inspectiond @év) seek collective damages of R$30,000,00&eell to the variable work schedule practices in
Pernambuco in recent years. The first hearing whsduled for March 21, 2013.

On February 22, 2013, the Public Labor Ministrtted State of Pernambuco filed an additional petiseeking the extension of the original
complaint throughout Brazil and increasing the antai collective damages requested from R$30,0@t00R$50,000,000. The Public Labor
Ministry of the State of Pernambuco also addednaadhel that all employees should be allowed to bifiegr own meals for consumption during
breaks in our restaurants.

On March 19, 2013, the Labor Court of Pernambutedrthat we are required to implement a fixed wazkedule for all of our employees in
Brazil, with the exception of the regions (whiclpresent approximately 80% of our employees in Bra#iere we have already signed a
commitment or have obtained favorable legal deoisid he Labor Court of Pernambuco also held thaemployees should be allowed to bring
their own meals and approved the fine of R$3,00@Heged noncompliance with labor laws, as descritbove, and the penalty of R$20,000
related to the non-exhibition of documentationtiatato audit labor inspections.

On March 21, 2013, at a hearing before the LabarrGaf Pernambuco, we agreed with the Public LaBimistry of the State of Pernambucc
the following terms:

« our commitment to implement a fixed work schedul¢hie states of Sergipe, Espirito Santo, BahiataSaatarina and Rio Grande do Sul;

« our commitment to comply with overtime payment,dkebetween workdays, night shift premiums, dunatibbreaks, and weekly rest
time requirements, among others requirements;

« areduction of the fine for proved alleged noncaamule with the abovementioned items from R$3,00R$2,000 per employee per mot

« areduction of the penalty for the non-exhibitidrdocumentation relating to audit labor inspectifmsn R$20,000 to R$2,000;

« the temporary stay for 60 days of the requiremetlbw employees to bring their own meals;

« non-recognition of collective damages, provided tha will pay an amount of R$1.5 million in cashthe states of Pernambuco, Rio de
Janeiro and Parana (R$0.5 million each) on Jun2@13 and we will incur an aggregate amount of R$aillion over the course of four

years (R$1.5 million in January of each of 2014,%2®016 and 2017) in advertising as part of eonaticommunications campaign for
educational or health purposes to be determinetidiPublic Labor Ministry of the State of Pernandbbg June 2013.
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The claim to guarantee the payment of the minimwuagenindependently of working hours is currentlyhofd but will continue to be subject to
legal discussion. No provision has been recordgdrding this claim because we believe that a fiegjative resolution has a low probability based
on the fact that this labor practice complies vpitavailing laws and regulations. The Labor Prosachias begun audits in order to confirm
compliance with the terms of the settlement. Purst@the terms of the settlement, on June 21, 264 Baid an aggregate amount of R$1.5 million
in cash to the states of Pernambuco, Rio de Jaaeiddarani (R$0.5 million each). On February 2442we and the Labor Prosecutor agreed on
the schedule and terms relating to the paymenp @b @n aggregate amount of R$1.5 million througt2®14 to fund communications campaigns
for the Public Labor Ministry of the State of Pamiauco. The payments will be made at the time ofi@ampaign. As of the date of this annual
report we are still in the process of complyinghittie additional terms of the settlement. On M&cR015 we and the Labor Prosecutor came to
an agreement over the designation of the R$1.tomille have available to give to government campsig 2015.

Sinthoresp - Brasilia

On February 23, 2015, a coalition of labor unidlesifa lawsuit against us. The coalition allegex the have defaulted on our obligations to
our employees with a variety of inadequate worlkdngditions such as an unhealthy working environmeanisolidation of employee tasks, failure
to pay the legal minimum wage or wages establishexligh collective bargaining agreements, time-éandd, failure to regularly collect
contributions to the Mandatory Severance Pay FE@TS), failure to grant legally-mandated meal agst periods, failure to pay corresponding
overtime, provision of sandwiches as the shift Infadure to pay contracted amounts for recessibcontracts, failure to supply the documents
necessary to withdraw FGTS payments, and failuprdwoide the social security and termination of &yment documents required under Brazi
law.

The plaintiffs argue that the alleged practicesaaf@em of “social dumping,” a cause of action enthe commercial law characterized by
practices seeking to obtain a significant reductioproduction costs resulting in unfair competitid@ he plaintiffs have requested an order
requiring: (i) immediate rectification of the alkdj practices; (ii) an injunction against opening aaw restaurants until compliance with the labor
practices is demonstrated; (iii) damages for pathsuffering equal to an amount between 1% and @0§6oss income; (iv) that the Economic
Defense Administrative CouncilGADE be placed on notice of these conditions; andérvice of process to the Public Labor Prosedotoequire
it to follow up on the lawsuit.

The lawsuit is currently before the 22nd DF Laboug in Brasilia. On March 6, 2015, the Labor Calehied the coalition’s requests (i) to
enjoin the allegedly unfair labor practices aridtfiat we not be permitted to open any new restatsrin Brazil. The first hearing of the case wé
held in June 2015.

Retained Lawsuits and Contingent Liabilities

We have certain contingent liabilities with respecexisting or potential claims, lawsuits and otheceedings, including those involving
labor, tax and other matters. As of December 31420e maintained a provision for contingencies amtiog to $20.1 million ($22.3 million as of
December 31, 2013), which is disclosed net of jatldeposits amounting to $7.9 million ($7.5 mitlias of December 31, 2013) that we were
required to make in connection with the proceedidgsof December 31, 2014, the net amount of $iliion was disclosed as follows: $0.8
million as a current liability and $11.4 million amon-current liability. See Note 17 to our corgatkd financial statements for more details.

Pursuant to the Acquisition, McDonald’s Corporatindemnifies us for certain Brazilian claims asIvesl for specific and limited claims
arising from the Puerto Rican franchisee lawsuit.oADecember 31, 2014, the non-current portioth@efprovision for contingencies included $4.4
million ($3.7 million as of December 31, 2013) tekhto Brazilian claims that are covered by theemdification agreement. As a result, we have
recorded a non-current asset in respect of McD&&ldrporation’s indemnity in our consolidated lreda sheet.

Several of these proceedings have already beelvedssuccessfully, either by a judicial decisioraarash settlement. The cash settlements
were made pursuant to a recent reopening of a 200fsty granted by the Brazilian federal governiiemwhich McDonalds opted to participate.
The amnesty was originally granted in 2009 as atwagduce litigation with federal authorities @ndrease tax collection during the financial
crisis. The
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amnesty allowed Brazilian taxpayers to settle fadiex debts under favorable conditions, includieduced penalties and interest and the ability to
pay principal in up to 180 installments. In 201dfguant to an additional amnesty, such outstarBliagilian federal tax debts were paid in full
using mainly, applicable tax loss carryforwardfie Temaining retained proceedings are pendingaadiecision.

As of December 31, 2014, there are certain matédased to the interpretation of tax and labor fawwhich there is a possibility that a loss
may have been incurred in accordance with ASC 45824 within a range of $24.0 million and $34.0lion.

Other Proceedings

In addition to the matters described above, wdrama time to time subject to certain claims andypé&w certain legal proceedings incidental to
the normal course of our business. In view of tiherent difficulty of predicting the outcome of &gnatters, we cannot state with confidence what
the eventual outcome of these pending mattersowjlivhat the timing of the ultimate resolution leé$e matters will be or what the eventual loss,
fines or penalties related to each pending matter oe. We believe that we have made adequate essextated to the costs anticipated to be
incurred in connection with these various claimd kEgal proceedings and believe that liabilitidaterl to such claims and proceedings should not
have, in the aggregate, a material adverse effeouobusiness, financial condition, or result®pérations. However, in light of the uncertainties
involved in these claims and proceedings, themiassurance that the ultimate resolution of thestters will not significantly exceed the reserves
currently accrued by us; as a result, the outcohaeparticular matter may be material to our opegatesults for a particular period, depending
upon, among other factors, the size of the lodmbility imposed and the level of our income fbat period.

Dividends and Dividend Policy

Our Board of Directors considers the legal requéeta with regard to our net income and retainediegs and our cash flow generation,
targeted leverage ratios and debt covenant reqeirenin determining the amount of dividends to &gl pf any. Dividends may only be paid in
accordance with the provisions of our memoranduchaaticles of association and Section 57 of the BM$iness Companies Act, 2004 (as
amended) and after having fulfilled our capital exgitures program and after satisfying our indeted and liquidity thresholds, in that order.
Pursuant to our memorandum and articles of assmcjatll dividends unclaimed for three years aftaving been declared may be forfeited by a
resolution of directors for the benefit of the Canp.

On March 7, 2014, we announced that our Board céd@ors had approved a total dividend cash paywfedt0.0 million for 2014 to be paid
four equal installments. The payments were madéprit 1, July 1 and October 1, 2014 and Janua30d,5, in each case in the aggregate amount
of $12.5 million on outstanding class A and classhBres to shareholders of record as of the cloisesiness on March 26, June 26, September 26
and December 26, 2014, respectively. In additioming April and May of 2014, we paid dividends oas®icted Share Units under the 2011 Plan
amounting to $381,776.

As of the date of this annual report on Form 2@d-dividends have been declared for fiscal yea6201

Other than the 2014 dividends, the only other dinids we have declared since the Acquisition aréotime$12.5 million dividends in 2013, the
four $12.5 million dividends in 2012, four $12.5liion dividends in 2011 and a $40 million dividewith respect to our results of operations for
fiscal year 2009. All of these dividends have bpeid in full.

The amounts and dates of future dividend payméraay, will be subject to, among other things, thigcretion of our Board of Directors.
Accordingly, there can be no assurance that anydudistributions will be made, or, if made, ashite amount of such distributions.

B. Significant Changes

None.
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ITEM 9. THE OFFER AND LISTING
A. Offering and Listing Details

The following table shows the annual, quarterly arahthly ranges of the high and low per share otpsales price for our class A shares as
reported by the New York Stock Exchange.

Low High
Year Ended December 31:
2011 (since April 14, 2011) $ 19.5¢8 $ 28.5:
2012 $ 10.7:  $ 22.9¢
2013 $ 10.6C $ 15.4¢
2014 $ 527 $ 12.12
Year Ended December 31, 2013:
First Quarter $ 12.1¢  $ 14.2¢
Second Quarter $ 11.5¢ $ 15.4¢
Third Quarter $ 10.6C $ 13.3¢
Fourth Quarter $ 11.1¢  $ 12.4¢
Year Ended December 31, 2014:
First Quarter $ 8.3C $ 12.12
Second Quarter $ 85C $ 11.2¢
Third Quarter $ 58¢ $ 11.1:
Fourth Quarter $ 527 $ 6.92
Year Ended December 31, 2015:
First Quarter $ 417 % 5.8t
Month Ended:
October 31, 2014 $ 54¢ $ 6.31
November 30, 201 $ 6.0 $ 6.92
December 31, 2014 $ 527 $ 6.41
January 31, 2015 $ 506 $ 5.7
February 28, 2015 $ 517 $ 5.8t
March 31, 2015 $ 417 $ 5.4¢
April 30, 2015 (through April 27) $ 52¢ $ 6.1€

B. Plan of Distribution
Not applicable.
C. Markets

Our class A shares have been listed on the New 3tw&k Exchange, or NYSE, since April 14, 2011 uride symbol “ARCO.” For
information regarding the price history of our dasshares, see “—A. Offering and Listing Details.”

D. Selling Shareholders
Not applicable.

E. Dilution
Not applicable.

F. Expenses of the Issue

Not applicable.
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ITEM 10. ADDITIONAL INFORMATION
A. Share Capital

Not applicable.
B. Memorandum and Articles of Association
General

We are a British Virgin Islands company incorpodatéth limited liability and our affairs are govexth by the provisions of our memorandum
and articles of association, as amended and rddtat®m time to time, and by the provisions of apgble British Virgin Islands law, including the
BVI Business Companies Act, 2004, or the BVI Act.

Our company number in the British Virgin Island4&19553. As provided in sub-regulation 4.1 of me&morandum of association, subject to
British Virgin Islands law, we have full capacity ¢tarry on or undertake any business or activityadly act or enter into any transaction and, for
such purposes, full rights, powers and privilegs: registered office is at Maples Corporate SewiBVI) Limited, Kingston Chambers, P.O. E

173, Road Town, Tortola, British Virgin Islands.

The transfer agent and registrar for our class ddass B shares is Continental Stock Transfer @gsT€ompany, which maintains the share
registrar for each class in New York, New York.

As of the date of this annual report, under our m@mdum and articles of association, we are awddrio issue up to 420,000,000 class A
shares and 80,000,000 class B shares. As of teeofittiis annual report, 130,435,923 class A shames80,000,000 class B shares were issued,
fully paid and outstanding.

The maximum number of shares that we are authot@exsue may be changed by resolution of shareh®limending our memorandum and
articles of association. Shares may be issued firmmto time only by resolution of shareholders.

Our class A shares are listed on the New York SExathange under the symbol “ARCO.”

The following is a summary of the material provigof our memorandum and articles of association.
Class A Shares

Holders of our class A shares may freely hold aoté their shares.

The following summarizes the rights of holders of olass A shares:

« each holder of class A shares is entitled to orte per share on all matters to be voted on by bbéders generally, including the election
of directors;

« holders of class A shares vote together with heldéclass B shares;

« there are no cumulative voting rights;

« the holders of our class A shares are entitledvidehds and other distributiongari passuwith our class B shares, as may be declared
from time to time by our board of directors oufafds legally available for that purpose, if anyggursuant to our memorandum and
articles of association, all dividends unclaimedtfoee years after having been declared may leitied by a resolution of directors for-

benefit of the Company;

« upon our liquidation, dissolution or winding upetholders of class A shares will be entitled tashatably pari passuwith our class B
shares, in the distribution of all of our assetaaming available for distribution after satisfactiof all our liabilities; and
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« the holders of class A shares have preemptivesiightonnection with the issuance of any securliiess, except for certain issuances of
securities by us, including (i) pursuant to any Eyge compensation plans; (ii) as consideratior{dany merger, consolidation or
purchase of assets or (b) recapitalization or muiEgtion; (i) in connection with a pro rata diion of shares or dividend in specie or
distribution; or (iv) in a bona fide public offegrthat has been registered with the SEC, but theeyat entitled to the benefits of any
redemption or sinking fund provisions.

Class B Shares
All of our class B shares are owned by Los Laurktds Holders of our class B shares may freely faoid vote their shares.
The following summarizes the rights of holders of olass B shares:

« each holder of class B shares is entitled to foes per share on all matters to be voted on byekbbders generally, including the election
of directors;

« holders of class B shares vote together with heldéclass A shares;
« class B shares may not be listed on any U.S. eigomational or regional securities exchange aketa
« there are no cumulative voting rights;

« the holders of our class B shares are entitledvidehds and other distributiongsari passuwith our class A shares, as may be declared
from time to time by our board of directors oufafds legally available for that purpose, if anggdgursuant to our memorandum and
articles of association, all dividends unclaimedtfoee years after having been declared may leitled by a resolution of directors for-
benefit of the Company;

« upon our liquidation, dissolution or winding upetholders of class B shares will be entitled tashatably pari passuwith our class A
shares, in the distribution of all of our asseteaiming available for distribution after satisfactiof all our liabilities;

« the holders of class B shares have preemptivesrigitonnection with the issuance of any securliiess, except for certain issuances of
securities by us, including (i) pursuant to any Ey@e compensation plans; (ii) as consideratior{dany merger, consolidation or
purchase of assets or (b) recapitalization or uiEgtion; (i) in connection with a pro rata diion of shares or dividend in specie or
distribution; or (iv) in a bona fide public offegrthat has been registered with the SEC, but theeyat entitled to the benefits of any
redemption or sinking fund provisions;

« each class B share is convertible into one clasbake at the option of the holder at any time,euttip the prior written approval of
McDonald’s; and

« each class B share will convert automatically imie class A share at such time as the holderss$ & shares cease to hold, directly or
indirectly, at least 20% of the aggregate numbexuttanding class A and class B shares.

Limitation on Liability and Indemnification Matters

Under British Virgin Islands law, each of our dires and officers, in performing his or her funoois required to act honestly and in good
faith with a view to our best interests and exertiee care, diligence and skill that a reasonahlgent director would exercise in comparable
circumstances. Our memorandum and articles of &ggmtprovide that, to the fullest extent permittey British Virgin Islands law or any other
applicable laws, our directors will not be persbnbable to us or our shareholders for any acteraissions in the performance of their duties. This
limitation of liability does not affect the availdity of equitable remedies such as injunctivee®br rescission. These provisions will not linfiet
liability of directors under United States fedesaturities laws.

Our memorandum and articles of association prothidewe shall indemnify any of our directors or ang serving at our request as a director
of another entity against all expenses, includegal fees, and against all
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judgments, fines and amounts paid in settlementeasbnably incurred in connection with legal, atstrative or investigative proceedings
suits. We may pay any expenses, including legal, fieeurred by any such person in defending anglJegiministrative or investigative proceedi
in advance of the final disposition of the procegdi If a person to be indemnified has been sutdésslefense of any proceedings referred to
above, the director is entitled to be indemnifigdiast all expenses, including legal fees, andregaill judgments, fines and amounts paid in
settlement and reasonably incurred by the diremtaificer in connection with the proceedings.

We may purchase and maintain insurance in relati@my of our directors, officers, employees, agentliquidators against any liability
asserted against them and incurred by them irctzcity, whether or not we have or would havethacower to indemnify them against the
liability as provided in our memorandum and arsobé association.

Insofar as indemnification for liabilities arisimgder the Securities Act of 1933, as amended,eBtturities Act, may be permitted to our
directors, officers or controlling persons pursuarthe foregoing provisions, we have been infortted in the opinion of the SEC, such
indemnification is against public policy as expezbi the Securities Act and is therefore unenfalileas a matter of United States law.

Shareholders’ Meetings and Consents

The following summarizes certain relevant provisiofi British Virgin Islands laws and our articldsagsociation in relation to our
shareholders’ meetings:

« the directors of the Company may convene meetighareholders at such times and in such manneplands within or outside the
British Virgin Islands as the directors considecessary or desirable; provided that at least oretingeof shareholders be held each year;

« upon the written request of shareholders entittegercise 30 percent or more of the voting rightespect of the matter for which the
meeting is requested, the directors are requiredneene a meeting of the shareholders. Any suglest must state the proposed purpose
of the meeting;

« the directors convening a meeting must give na flean ten days’ notice of a meeting of sharehsltter(i) those shareholders whose
names on the date the notice is given appear astsliders in the register of members of our comparyare entitled to vote at the
meeting, and (ii) the other directors;

« ameeting of shareholders held in contraventicth@frequirement to give notice is valid if shareleos holding at least 90 percent of the
total voting rights on all the matters to be coesédl at the meeting have waived notice of the mgetnd, for this purpose, the presence of
a shareholder at the meeting shall constitute waiveelation to all the shares that such sharedrdhalds;

« ashareholder may be represented at a meetinqadtstiders by a proxy who may speak and vote oalbehthe shareholder;

« ameeting of shareholders is duly constitutedtitha commencement of the meeting, there are preaseerson or by proxy not less than
50 percent of the votes of the shares or classr@ssof shares entitled to vote on resolutionshafreholders to be considered at the
meeting;

« if within two hours from the time appointed for theeeting a quorum is not present, the meetingyrizened upon the requisition of
shareholders, shall be dissolved; in any other itadeall be adjourned to the next business ddkérjurisdiction in which the meeting was
to have been held at the same time and placesurcto other date, time and place as the directoysdei@rmine, and if at the adjourned
meeting there are present within one hour frontithe appointed for the meeting in person or by proat less than one third of the votes
of the shares or each class or series of shartie@nd vote on the matters to be considered byntleeting, those present shall constitute a
qguorum, but otherwise the meeting shall be dissbldotice of the adjourned meeting need not bergif/the date, time and place of such
meeting are announced at the meeting at whichdjoeieament is taken;

« aresolution of shareholders is valid (i) if apprdvat a duly convened and constituted meeting arettolders by the affirmative vote of a
majority of the votes of the shares entitled teevibiereon which
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were present at the meeting and were voted, df {fils a resolution consented to in writing byrejority of the votes of shares entitled to
vote thereon; and

« an action that may be taken by the shareholdexsraeting may also be taken by a resolution ofetrdders consented to in writing by a
majority of the votes of shares entitled to voteréon, without the need for any notice, but if eegolution of shareholders is adopted
otherwise than by unanimous written consent ofladireholders, a copy of such resolution shall fatthbe sent to all shareholders not
consenting to such resolution.

We held our most recent annual shareholder meetimgypril 27, 2015 in Montevideo, Uruguay.
Compensation of Directors

The compensation of our directors is determineduryBoard of Directors, and there is no requirentieat a specified number or percentage of
“independent” directors must approve any such datetion.

Differences in Corporate Law

We were incorporated under, and are governed bylaths of the British Virgin Islands. The corporatatutes of the State of Delaware and the
British Virgin Islands in many respects are simikand the flexibility available under British Virgislands law has enabled us to adopt a
memorandum of association and articles of assoaiditiat will provide shareholders with rights thatcept as described in this annual report, d
vary in any material respect from those they wanijby if we were incorporated under the Delawaradgsal Corporation Law, or Delaware
corporate law. Set forth below is a summary of sofrthe differences between provisions of the B\t Applicable to us and the laws application
to companies incorporated in Delaware and theirettwdders.

Director’s Fiduciary Duties

Under Delaware corporate law, a director of a Dal@corporation has a fiduciary duty to the corpponeand its shareholders. This duty has
two components: the duty of care and the duty wdlty. The duty of care requires that a directdriagood faith, with the care that an ordinarily
prudent person would exercise under similar cirdantes. Under this duty, a director must informgethof, and disclose to shareholders, all
material information reasonably available regardirgignificant transaction. The duty of loyalty uges that a director act in a manner he
reasonably believes to be in the best interestiseoforporation. He must not use his corporatetipoasior personal gain or advantage. This duty
prohibits self-dealing by a director and mandattes the best interest of the corporation and igsedolders take precedence over any interest
possessed by a director, officer or controllingkkmlder and not shared by the shareholders géndrabeneral, actions of a director are presumed
to have been made on an informed basis, in gotiddad in the honest belief that the action takas im the best interests of the corporation.
However, this presumption may be rebutted by exddesf a breach of one of the fiduciary duties. $thguch evidence be presented concerning a
transaction by a director, a director must provegiocedural fairness of the transaction, andttieatransaction was of fair value to the corporatio

British Virgin Islands law provides that every diter of a British Virgin Islands company, in exeiog his powers or performing his duties,
shall act honestly and in good faith and in whatdfrector believes to be in the best interesth@tompany. Additionally, the director shall
exercise the care, diligence, and skill that aoeakle director would exercise in the same circantas, taking into account the nature of the
company, the nature of the decision and the posidfdhe director and his responsibilities. In aiddi, British Virgin Islands law provides that a
director shall exercise his powers as a directoafproper purpose and shall not act, or agreegt@dmpany acting, in a manner that contravenes
British Virgin Islands law or the memorandum asation or articles of association of the company.

Amendment of Governing Documents
Under Delaware corporate law, with very limited epiions, a vote of the shareholders is requiresdriend the certificate of incorporation. In
addition, Delaware corporate law provides thatshalders have the right to amend the bylaws, amdéhtificate of incorporation also may confer

on the directors the right to amend the bylaws. @emorandum of association may only be amendedrbegaution of shareholders, provided that
any amendment of the provision related to the fmitibh against listing our class B shares mustfgy@aved by not less than 50% of
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the votes of the class A shares entitled to vatewrere present at the relevant meeting and v@adarticles of association may also only be
amended by a resolution of shareholders.

Written Consent of Directors

Under Delaware corporate law, directors may aawbiten consent only on the basis of a unanimous.\®imilarly, under our articles of
association, a resolution of our directors in wagtshall be valid only if consented to by all dims or by all members of a committee of directors,
as the case may be.

Written Consent of Shareholders

Under Delaware corporate law, unless otherwiseigeavin the certificate of incorporation, any antio be taken at any annual or special
meeting of shareholders of a corporation may bertddy written consent of the holders of outstanditagk having not less than the minimum
number of votes that would be necessary to takeattteon at a meeting at which all shareholdergledtto vote were present and voted. As
permitted by British Virgin Islands law, sharehaleconsents need only a majority of shareholdigrsirsg to take effect. Our memorandum and
articles of association provide that shareholdeag approve corporate matters by way of a resoluid@rsented to at a meeting of shareholders
writing by a majority of shareholders entitled tte thereon.

Shareholder Proposals

Under Delaware corporate law, a shareholder hasgheto put any proposal before the annual meeatinshareholders, provided it complies
with the notice provisions in the governing docutseA special meeting may be called by the boardirefctors or any other person authorized to
do so in the governing documents, but shareholdessbe precluded from calling special meetingsti®riVirgin Islands law and our memorand
and articles of association provide that our doecshall call a meeting of the shareholders ifiestied in writing to do so by shareholders entity
exercise at least 30% of the voting rights in respéthe matter for which the meeting is requesfatd/ such request must state the proposed
purpose of the meeting.

Sale of Assets

Under Delaware corporate law, a vote of the shaddeh® is required to approve the sale of assetswén all or substantially all assets are
being sold. In the British Virgin Islands, shareteiapproval is required when more than 50% ofXbmpany’s total assets by value are being
disposed of or sold if not made in the usual oulagcourse of the business carried out by the emypUnder our memorandum and articles of
association, the directors may by resolution céctiors determine that any sale, transfer, leashagge or other disposition is in the usual or
regular course of the business carried on by usaald determination is, in the absence of fraud¢ksive.

Dissolution; Winding Up

Under Delaware corporate law, unless the boardre€tbrs approves the proposal to dissolve, disssiumust be approved in writing by
shareholders holding 100% of the total voting powfethe corporation. Only if the dissolution istiated by the board of directors may it be
approved by a simple majority of the corporatiamgstanding shares. Delaware corporate law allol@slaware corporation to include in its
certificate of incorporation a supermajority votirgguirement in connection with dissolutions iriiby the board. As permitted by British Virgin
Islands law and our memorandum and articles ofciestson, we may be voluntarily liquidated undertPét of the BVI Act by resolution of
directors and resolution of shareholders if we hawdiabilities or we are able to pay our debtshey fall due.

Redemption of Shares

Under Delaware corporate law, any stock may be matigct to redemption by the corporation at itsooyp at the option of the holders of that
stock or upon the happening of a specified eveoyiged shares with full voting power remain outstimg. The stock may be made redeemable for
cash, property or rights, as specified in the fieatie of incorporation or in the resolution of theard of directors providing for the issue of the
stock. As permitted by British Virgin Islands lawdaour memorandum and articles of associationgshaay be repurchased, redeemed or
otherwise acquired by us. However, the consert@thareholder whose shares are to be repurclrededmed or otherwise acquired must be
obtained, except as described under “—Compulsoguisition” below. Moreover, our directors must datae that immediately following the
redemption or repurchase we will be able to paydaints as they become due and that the value afssets will exceed our liabilities.
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Compulsory Acquisition

Under Delaware General Corporation Law § 253, inczess known as a “short form” merger, a corporathat owns at least 90% of the
outstanding shares of each class of stock of anotrporation may either merge the other corponaitito itself and assume all of its obligations or
merge itself into the other corporation by exeaytiecknowledging and filing with the Delaware Séane of State a certificate of such ownership
and merger setting forth a copy of the resolutibitsoboard of directors authorizing such mergethé parent corporation is a Delaware corporation
that is not the surviving corporation, the mergso anust be approved by a majority of the outstaga@tock of the parent corporation. If the parent
corporation does not own all of the stock of thiessdiary corporation immediately prior to the marghe minority shareholders of the subsidiary
corporation party to the merger may have appraights as set forth in § 262 of the Delaware Gdreaaporation Law.

Under the BVI Act, subject to any limitations ilCampany’s memorandum or articles, members holdd¥g 6f the votes of the outstanding
shares entitled to vote, and members holding 908heofotes of the outstanding shares of each ofesisares entitled to vote, may give a written
instruction to the company directing the compangetteem the shares held by the remaining membem téceipt of such written instruction, the
company shall redeem the shares specified in titeewinstruction, irrespective of whether or ried shares are by their terms redeemable. The
company shall give written notice to each membevsghshares are to be redeemed stating the redenppite and the manner in which the
redemption is to be effected. A member whose steeto be so redeemed is entitled to dissent fnach redemption, and to be paid the fair value
of his shares, as described under “—ShareholdégsitRunder British Virgin Islands Law Generally&lbw.

Variation of Rights of Shares

Under Delaware corporate law, a corporation may the rights of a class of shares with the appro¥al majority of the outstanding shares of
that class, unless the certificate of incorporapioovides otherwise. As permitted by British Virdglands law and our memorandum of association,
we may vary the rights attached to any class afeshanly with the consent in writing of holdersnait less than 50% of the issued shares of that
class and of holders of not less than 50% of thigeid shares of any other class which may be adyexffected by such variation.

Removal of Directors

Under Delaware corporate law, a director of a caafion with a classified board may be removed dofycause with the approval of a majol
of the outstanding shares entitled to vote, urtles<ertificate of incorporation provides otherwi®air memorandum and articles of association
provide that directors may be removed at any timith or without cause, by a resolution of sharekoddor a resolution of directors.

In addition, directors are subject to rotationaireenent every three years. The initial terms dicefof the Class I, Class Il and Class Il
directors have been staggered over a period of trears to ensure that all directors of the compngot face reelection in the same year.

Mergers

Under Delaware corporate law, one or more constitoerporations may merge into and become pamotteer constituent corporation in a
process known as a merger. A Delaware corporat@ymerge with a foreign corporation as long addheof the foreign jurisdiction permits such
a merger. To effect a merger under Delaware Ge@adoration Law § 251, an agreement of merger ipeigtroperly adopted and the agreement
of merger or a certificate of merger must be filgth the Delaware Secretary of State. In orderd@itoperly adopted, the agreement of merger
be adopted by the board of directors of each doesti corporation by a resolution or unanimoustemitconsent. In addition, the agreement of
merger generally must be approved at a meetintpokkolders of each constituent corporation by gritg of the outstanding stock of the
corporation entitled to vote, unless the certificat incorporation provides for a supermajorityezdh general, the surviving corporation assurmie
of the assets and liabilities of the disappearmgparation or corporations as a result of the merge

107




Table of Contents

Under the BVI Act, two or more BVI companies mayrgeor consolidate in accordance with the statubooyisions. A merger means the
merging of two or more constituent companies ime of the constituent companies, and a consolidatieans the uniting of two or more
constituent companies into a new company. In ai@ernerge or consolidate, the directors of eachtttaest BVI company must approve a written
plan of merger or consolidation which must be arileal by a resolution of shareholders. One or nBMecompanies may also merge or
consolidate with one or more companies incorporateter the laws of jurisdictions outside the B¥thie merger or consolidation is permitted by
the laws of the jurisdictions in which the comparniigcorporated outside the BVI are incorporatedebpect of such a merger or consolidation a
BVI company is required to comply with the provissoof the BVI Act, and a company incorporated algghe BVI is required to comply with the
laws of its jurisdiction of incorporation.

Shareholders of BVI companies not otherwise entittevote on the merger or consolidation may atijuire the right to vote if the plan of
merger or consolidation contains any provision Wwhi€proposed as an amendment to the memorandwssotiation or articles of association,
would entitle them to vote as a class or serietherproposed amendment. In any event, all sharetwidust be given a copy of the plan of merger
or consolidation irrespective of whether they artitied to vote at the meeting or consent to thitew resolution to approve the plan of merger or
consolidation.

Inspection of Books and Records

Under Delaware corporate law, any shareholderaairporation may for any proper purpose inspect akarcopies of the corporation’s stock
ledger, list of shareholders and other books aodrds. Under British Virgin Islands law, membergtaf general public, on payment of a nominal
fee, can obtain copies of the public records aframany available at the office of the British Virdslands Registrar of Corporate Affairs which
will include the Company'’s certificate of incorpticm, its memorandum and articles of associatioith(any amendments) and records of license
fees paid to date, and will also disclose any lagiof dissolution, articles of merger and a regist charges if the company has elected to fitdsu
a register.

A member of a company is entitled, on giving writtetice to the company, to inspect:
(@) the memorandum and articles;

(b) the register of members;

(c) the register of directors; and

(d) the minutes of meetings and resolutions of memdedsof those classes of members of which he israbree and to make copies of or
take extracts from the documents and records egfearin (a) to (d) above. Subject to the memoramend articles, the directors may, if
they are satisfied that it would be contrary to@mmpany’s interests to allow a member to inspegtdbcument, or part of a document,
specified in (b), (c) or (d) above, refuse to pértime member to inspect the document or limit tiepection of the document, including
limiting the making of copies or the taking of eadts from the records.

Where a company fails or refuses to permit a merttbrspect a document or permits a member to oispedocument subject to limitations,
that member may apply to the court for an ordet ltleashould be permitted to inspect the documetd orspect the document without limitation.

A company is required to keep at the office ofégistered agent the memorandum and articles afdimpany; the register of members
maintained or a copy of the register of membesyéyister of directors or a copy of the registatiectors; and copies of all notices and other
documents filed by the company in the previousytsars.

Where a company keeps a copy of the register oftmeesror the register of directors at the officééofegistered agent, it is required to notify
any changes to the originals of such registereagaegistered agent, in writing, within 15 daysny change; and to provide the registered agent
with a written record of the physical address ef pitace or places at which the original registemefbers or the original register of directors is
kept. Where the place at which the original regisfanembers or the original register of directisrshanged, the
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company is required to provide the registered agithtthe physical address of the new locatiorheftecords within fourteen days of the chang
location.

A company is also required to keep at the officésofegistered agent or at such other place aeglawithin or outside the British Virgin
Islands, as the directors determine the minutesegftings and resolutions of members and of clafsaembers; and the minutes of meetings and
resolutions of directors and committees of direxttfrsuch records are kept at a place other théreaoffice of the Company’s registered agent, the
company is required to provide the registered agithta written record of the physical addresshaf place or places at which the records are kept
and to notify the registered agent, within 14 dajshe physical address of any new location wiseih records may be kept.

Conflict of Interest

Under Delaware corporate law, a contract betwessroration and a director or officer, or betweearogporation and any other organizatiol
which a director or officer has a financial interés not void as long as the material facts abéodirector’s or officer’s relationship or intetese
disclosed or known and either a majority of thendéested directors authorizes the contract irddadh or the shareholders vote in good faith to
approve the contract. Nor will any such contracvbie if it is fair to the corporation when it isihorized, approved or ratified by the board of
directors, a committee or the shareholders.

The BVI Act provides that a director shall, forthivafter becoming aware that he is interestedtiargsaction entered into or to be entered into
by the company, disclose that interest to the boadirectors of the company. The failure of a dice to disclose that interest does not affect the
validity of a transaction entered into by the dioe@r the company, so long as the director’s egewas disclosed to the board prior to the
Companys entry into the transaction or was not requirebet@isclosed because the transaction is betweerothpany and the director himself
is otherwise in the ordinary course of business@ndsual terms and conditions. As permitted byidriVirgin Islands law and our memorandum
and articles of association, a director interegtealparticular transaction may vote on it, attemeetings at which it is considered and sign
documents on our behalf which relate to the traimacprovided that the disinterested directorsseon.

Transactions with Interested Shareholders

Delaware corporate law contains a business conibmatatute applicable to Delaware public corporaiwhereby, unless the corporation has
specifically elected not to be governed by thaiustaby amendment to its certificate of incorpamatiit is prohibited from engaging in certain
business combinations with an “interested sharenbdfdr three years following the date that thesperbecomes an interested shareholder. An
interested shareholder generally is a person ampgwho or that owns or owned 15% or more of thgdis outstanding voting stock within the past
three years. This has the effect of limiting théiytof a potential acquirer to make a two-tiefigid for the target in which all shareholders would
not be treated equally. The statute does not afhpynong other things, prior to the date on whioh shareholder becomes an interested
shareholder, the board of directors approves eftteebusiness combination or the transaction #stlted in the person becoming an interested
shareholder. This encourages any potential acooir@Delaware public corporation to negotiatetthrens of any acquisition transaction with the
target’s board of directors.

British Virgin Islands law has no comparable prawis As a result, we cannot avail ourselves oftyipes of protections afforded by the
Delaware business combination statute. Howevdragth British Virgin Islands law does not regulansactions between a company and its
significant shareholders, it does provide thatéhtesnsactions must be entered into bona fidedrb#st interests of the company and not with the
effect of constituting a fraud on the minority sklaolders.

Independent Directors
There are no provisions under Delaware corporateolaunder the BVI Act that require a majority afralirectors to be independent.

Cumulative Voting

Under Delaware corporate law, cumulative votingdtactions of directors is not permitted unlessGoenpany’s certificate of incorporation
specifically provides for it. Cumulative voting atially facilitates the
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representation of minority shareholders on a boédirectors since it permits the minority shareleolto cast all the votes to which the shareholder
is entitled on a single director, which increasesghareholder’s voting power with respect to élgcsuch director. There are no prohibitions to
cumulative voting under the laws of the British ¢iir Islands, but our memorandum of associationaatidles of association do not provide for
cumulative voting.

Shareholders’ Rights under British Virgin Islands Law Generally

The BVI Act provides for remedies which may be &lzle to shareholders. Where a company incorpotateér the BVI Act or any of its
directors engages in, or proposes to engage iducbithat contravenes the BVI Act or the Compamy&snorandum and articles of association, the
BVI courts can issue a restraining or complianaearShareholders cannot also bring derivativesg&l and representative actions under certain
circumstances. The traditional English basis fomiers’ remedies has also been incorporated intBWe\ct: where a shareholder of a company
considers that the affairs of the company have Jaenbeing or are likely to be conducted in a neafikely to be oppressive, unfairly
discriminating or unfairly prejudicial to him, heaypapply to the court for an order based on sucilact.

Any shareholder of a company may apply to courttierappointment of a liquidator of the company #redcourt may appoint a liquidator of
the company if it is of the opinion that it is justd equitable to do so.

The BVI Act provides that any shareholder of a campis entitled to payment of the fair value of $ligres upon dissenting from any of the
following: (a) a merger, if the company is a cotustht company, unless the company is the survieergpany and the member continues to hol:
same or similar shares; (b) a consolidation, ifdbmpany is a constituent company; (c) any saesfer, lease, exchange or other disposition of
more than 50% in value of the assets or businet'eafompany if not made in the usual or regulars® of the business carried on by the company
but not including (i) a disposition pursuant toader of the court having jurisdiction in the mati@) a disposition for money on terms requiriaiy
or substantially all net proceeds to be distributethe shareholders in accordance with their sgeinterest within one year after the date of
disposition, or (iii) a transfer pursuant to thevgo of the directors to transfer assets for thegatan thereof; (d) a redemption of 10% or fewkr o
the issued shares of the company required by tliesoof 90% or more of the shares of the compamgyant to the terms of the BVI Act; and (e)
an arrangement, if permitted by the court.

Generally any other claims against a company bshitgseholders must be based on the general lagentfact or tort applicable in the British
Virgin Islands or their individual rights as shaolders as established by the Company’s memoranddharicles of association.

C. Material Contracts
The MFAs

We received exclusive master franchising rightstfildcDonald’s for the Territories on August 3, 208fen Mr. Staton, our Chairman, CEO
and controlling shareholder and our founding pevequity shareholders purchased McDorslditAm business for $698.1 million (including $1
million of acquisition costs) and entered into MEAs. Prior to the Acquisition, Mr. Staton had beka joint venture partner of McDonald’s
Corporation in Argentina for over 20 years and saved as President of McDonald’s South Latin Anzedivision since 2004.

McDonald’s has a longstanding presence in Latin Acaeand the Caribbean dating to the opening dfrgsrestaurant in Puerto Rico in 1967.
Since then, McDonald’s expanded its footprint asithe region as consumer markets and opportuaiteese, opening its first restaurants in Brazil
in 1979, in Mexico and Venezuela in 1985 and ingitina in 1986.

We hold our McDonald’s franchise rights pursuantht MFA for all of the Territories except Brazkecuted on August 3, 2007, as amended
and restated on November 10, 2008 and as furthen@aa on August 31, 2010 and June 3, 2011, eniteedy us, our wholly owned subsidiary
Arcos Dorados Codperatieve U.A., Arcos Dorados Bov these two entities together with us colledtivéehe Owner Entities), LatAm, LLC, or the
Master Franchisee, certain subsidiaries of the étdstanchisee, Los Laureles, Ltd. and McDonaldis ADgust 3, 2007, our subsidiary Arcos
Dourados Comercio de Alimentos Ltda., or the BraziMaster Franchisee, and McDonald’s enteredthigaseparate, but substantially identical,
Brazilian MFA, which was amended and restated owedder 10, 2008.
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The MFAs set forth McDonald’s and our rights andigdtions in respect of the ownership and operatibthe McDonald’sbranded restaurar
located in the Territories. The MFAs do not incldbe following Latin American and Caribbean cousgrand territories, among others: Anguilla,
Antigua and Barbuda, the Bahamas, Barbados, B&8iaesia, the British Virgin Islands, the Caymartaisds, Cuba, Dominica, Dominican
Republic, El Salvador, Grenada, Guatemala, Guidai, Honduras, Jamaica, Montserrat, Nicaragueadgrey, Suriname, St. Barthélemy, St. k
and Nevis, St. Lucia, St. Maarten, St. Vincent tr@lGrenadines, Turks & Caicos Islands and the Wrgin Islands, with the exception of St.
Croix and St. Thomas.

The material provisions of the MFAs are set forttokw.
Term

The initial term of the franchise granted pursuarthe MFAs is 20 years for all of the Territormher than French Guiana, Guadeloupe and
Martinique. After the expiration of the initial taf McDonald’s may grant us an option to extendténm of the MFAs with respect to all Territories
for an additional period of 10 years. The initenh of the franchise for French Guiana, Guadel@meMartinique is 10 years. We have the rigt
extend the term of the MFA with respect to Frenchia@a, Guadeloupe and Martinique for an additioeth of 10 years.

Our Right to Own and Operate McDonald’s-BrandedtRaesnts

Under the MFAs, in the Territories, we have thelesige right to (i) own and operate, directly odirectly, McDonalds restaurants, (ii) licen:
and grant franchises with respect to McDonalitanded restaurants, (iii) adopt and use, andaotghe right and license to franchisees to adog
use, the McDonald’s operations system in our reates, (iv) advertise to the public that we aream¢hisee of McDonald’s, and (v) to use, and to
sublicense to our franchisees the right to usétiBonald’s intellectual property solely in connectiwith the development, ownership, operation,
promotion and management of our restaurants, aadgage in related advertising, promotion and ntenggorograms and activities.

Under the MFAs, McDonald’s cannot grant the rigigscribed in clauses (i), (i) and (iii) of the peeling paragraph to any other person while
the MFAs are in effect. Notwithstanding the foregpiMcDonald’s has reserved, with respect to th®btald’s restaurants located in the
Territories, all rights not specifically grantedus, including the right, directly or indirectly i) use and sublicense the McDonald’s intellectua
property for all other purposes and means of distion, (ii) sell, promote or license the sale adqucts or services under the intellectual property
and (iii) use the intellectual property in connentivith all other activities not prohibited by thd-As.

In addition, under the MFAs, McDonald’s provideswith know-how and new developments, techniquesimpdovements in the areas of
restaurant management, food preparation and seanckoperations manuals that contain the standadiprocedures necessary for the successful
operation of McDonald's-branded restaurants.

Franchise Fees
Under the MFAs, we are responsible for the payrteeMcDonald’s of initial franchise fees, continuifrgnchise fees and transfer fees.

The initial franchise fee is payable upon the opgrf a new restaurant and the extension of tme térany existing franchise agreement. For
Company-operated restaurants, the initial fee sethan the term remaining under the MFAs for thentry in which the restaurant is located. For
franchised restaurants, we receive an initial femfthe franchisee based on the term of the fraedgreement (generally 20 years), and pay 50%
of this fee to McDonald’s.

The continuing franchise fee is paid, with resgeatach calendar month, to McDonald’s in an amgenterally equal to 7% of the U.S. dollar
equivalent of the gross sales, as defined theoéieach of the McDonald’s restaurants in the Terigs for that calendar month, minus, as
applicable, a brand building adjustment. Duringfiret 10 years of the MFAs, the brand buildingustinent is 2% of the gross sales, for a net
continuing franchise fee payment of 5% of the gsades. During years 11 through 15 of the MFAs filzand building adjustment will be 1% of the
gross sales, for a net continuing franchise feergay of 6%; and the brand building adjustment b&ll0% thereafter, for a net continuing franchise
fee payment of 7% of the gross sales. We are rasiglerfor collecting the continuing franchise feenfi our franchisees and must pay that amot
McDonald’s. In the event that a
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franchisee does not pay the full amount of theofegny of our subsidiaries are unable to transfed$ to us due to currency restrictions or
otherwise, we are responsible for any resultingtilb See “Item 3. Key Information—D. Risk Fac$erCertain Factors Relating to Our
Business—Our financial condition and results ofrafiens depend, to a certain extent, on the fir@rmgndition of our franchisees and their ability
to fulfill their obligations under their franchisgreements” and “Item 3. Key Information—D. Rislctems—Certain Factors Relating to Latin
America and the Caribbean—We are subject to siganififoreign currency exchange controls and degtieaiin certain countries in which we
operate.”

In the event of a voluntary or involuntary transééany of the McDonald’s restaurants located i Tlerritories to a person other than a
subsidiary of ours or an affiliate of one of owarfchisees, we must charge a transfer fee of rothes $10,000, and must pay to McDonald’s an
amount equal to 50% of the fee charged.

All payments to McDonald’s must be made in U.Slats| but are based on local currency exchangs &ttihe time of payment.
Material Breach

A material breach under the MFAs would occur if wepur subsidiaries that are a party to the MRAaterially breached any of the
representations or warranties or obligations (no¢d within 30 days after receipt of notice therieoin McDonald’s) relating to or otherwise in
connection with any aspect of the master frandhisgness, the franchised restaurants or any othttenin or affecting any one or more Territor
The following events, among others, constitute gen breach under the MFAs: our noncompliancén aitti-terrorism or anti-corruption policies
and procedures required by applicable law; our haptky, insolvency, voluntary filing or filing byng other person of a petition in commercial
insolvency; our conviction or that of our subsi@ar or of our or our subsidiaries’ agents or eiyps for a crime or offense that is punishable by
incarceration for more than one year or a felomy orime or offense or the indictment on chareseof that, in the determination of McDonald’s,
is likely to adversely affect the reputation of syerson, any franchised restaurant or McDonatb&sgntry of any judgment against us or our
subsidiaries in excess of $1,000,000 that is niyt piaid or otherwise discharged within 30 days ésslsuch judgment is being contested on appeal
in good faith); our failure to maintain certain quealy financial ratios and not cure any non-commpdie within 30 days; our failure to achieve (a) at
least 80% of the targeted openings during any afendar year of any restaurant opening plan; oat(l§ast 90% of the targeted openings during
the three-calendar year term of any restaurantinggaian; and our failure to comply with at lea6®8 of the funding requirements of any
reinvestment plan with respect to any Territorydqueriod of one year.

Business of the Company and the Other Owner Estitie

In addition to the payment of franchise fees désctiabove, we and the other Owner Entities areestity) a variety of obligations and
restrictions under the MFAs.

Under the MFAs, we cannot, directly or indirectipter into any other QSR business or any busirtess than the operation of McDonald’s-
branded restaurants in the Territories. Neithenareany of the other Owner Entities can engagelinsiness other than holding, directly or
indirectly, our equity interests. In addition, et we nor any of the other Owner Entities can gada any activity or participate in any business
that competes with McDonald’s business.

Under the MFAs, Los Laureles Ltd., a British Virdglands company beneficially owned by Mr. Statour, Chairman, CEO and controlling
shareholder, is required to own not less than 4D&toeconomic interests and 51% of our votingriegés. The MFAs do provide an exception for
any dilution following an initial public offeringso long as such dilution does not cause Los Lasitel to be diluted below 30% of our economic
interests. Also, under the MFAs, we are requiredvwa, directly or indirectly, 100% of the equityténests of our subsidiaries and cannot enter into
any partnership, joint venture or similar arrangetiveithout McDonald’s consent. In addition, at £58% of all McDonald'$sranded restaurants
the Territories must be Company-operated restagirant

Real Estate
Under the MFAs, we must own or lease the real estaiperty where all of our Company-operated reatds are located. We cannot transfer

or encumber any of the real estate propertiestkaiwn without McDonald’s consent. Due to the gapgic and commercial importance of certain
restaurants, we may not sell certain “iconic”
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properties without the prior written consent of Muoiald’s. For certain of these selected propertieshave already perfected a first priority lien in
favor of McDonald’s.

Under the MFAs, no more than 50% of the total nuntbeestaurants in each Territory, and no mora th@#o of the total number of
restaurants in all the Territories, can be locatedeal estate property that is owned, held oelédy our franchisees.

In addition, the MFA lists 25 restaurants that we @rohibited from selling or otherwise transfegrinithout McDonald’s consent.
Transfer of Equity Interests or Significant Assets

Under the MFAs, neither we nor any of the other @miBntities can transfer or pledge the equity egtr of any of our subsidiaries, or any
significant portion of our assets, without McDoraldonsent.

Operational Control
Under the MFAs, McDonald’s is entitled to approkie tippointment of our chief executive officer and chief operating officer.

In the event that McDonald’s modifies its standaagplicable to technology and related equipmentimust purchase any new or modified
technology, software, hardware or equipment necgssaomply with the modified standards.

Restaurant Opening Plan and Reinvestment Plan

Under the MFAs, we are required to agree with Mc&)dis on a restaurant opening plan and a reinvegtplan for each three-year period
during the term of the MFAs. The restaurant opempiiag specifies the number and type of new restasita be opened in the Territories during the
applicable three-year period, while the reinvestnpéem specifies the amount we must spend reimagjingpgrading restaurants during the
applicable three-year period. Prior to the expiratdf the then-applicable three-year period we ragste with McDonald’s on a subsequent
restaurant opening plan and reinvestment plan.mafealso propose, subject to McDonald’s prior writtonsent, amendments to any restaurant
opening plan or reinvestment plan to adapt to ceaig economic or political conditions.

As part of the reinvestment plan with respect tottiree-year period that commenced on Januaryl¥, 2% must reinvest an aggregate of at
least $180 million in the Territories. In additiome have committed to open 250 new restaurantsgltiie current three-year restaurant opening
plan. We estimate that the cost to comply withr@staurant opening commitments under the MFAs 20644 through 2016 will be between $175
million and $350 million, depending on, among otfetors, the type and location of restaurants penoHowever, we have submitted a proposal
to McDonald’s to amend the 2014-2016 opening aimestment plans, in order to adjust these platse@urrent economic realities of the region.
See “Item 4. Information on the Company—A. Histand Development of the Company—Capital ExpenditaresDivestitures.” In the event we
are unable to reach an agreement on subsequestglanto the expiration of the then-existing plre MFAs provide for an automatic increase of
20% in the required amount of reinvestments as emetpto the then-existing plan and a number of rstaurants no less than 210 multiplied by a
factor that increases each period during the sulesgdhree-year restaurant opening plan.

Advertising and Promotion Plan

Under the MFAs, we must develop and implement &eatang plan with respect to each Territory that thesapproved in advance by
McDonald’s. The MFAs require us to spend at le&tds our gross sales on advertisement and promatitivities. Our advertisement and
promotion activities are guided by our overall maitkg plan, which identifies the key strategic faans that we aim to leverage in order to drive
sales.

Insurance

Under the MFAs, we are required to acquire and taaira variety of insurance policies with certaimimum coverage limits, including
commercial general liability, workers compensatitadl, risk” property and business interruption ingnce, among others.
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Call Option Right and Security Interest in Equitydrests of the Company

Under the MFAs, McDonald’s has the right, or Cafition, to acquire our non-public shares or ourrggts in one or more Territories upon: (i)
the expiration of the initial term of the MFAs omigust 2, 2027 if the initial term is not extendgi) ,the occurrence of a material breach of the
MFAs or (iii) during the period of 12 months follavg the earlier of (x) the 18th month anniversairyhe death or permanent incapacity of Mr.
Staton or (y) the receipt by McDonald’s of noticeri Mr. Staton’s heirs that they have elected teeltae period of 12 months commence as of the
date specified in the notice. McDonald’s generblyg the right either to exercise the Call Optiothwespect to all of the Territories, or, in itdeso
discretion, with respect to the Territory or Tagries identified by McDonald’s as being affectedsogh material breach or to which such material
breach may be attributable except upon the occoerefian initial material breach relating to anyriery or Territories in which there are less than
100 restaurants in operation. In such case, McRimahly has the right to acquire the equity ins¢seof any of our subsidiaries in the relevant
Territory or Territories. As of December 31, 20t had more than 100 restaurants in operationdh ebArgentina, Brazil, Mexico, Puerto Rico
and Venezuela. No other Territory had more thare8&urants in operation.

If McDonald’s exercises the Call Option upon thewtcence of the events described in clause (iipof the preceding paragraph, it must pay
a purchase price equal to 100% of the fair mark@tesof our non-public shares. If the Call Optisrekercised upon the occurrence of a material
breach, however, the purchase price is reduce@%od the fair market value of all of our non-puatdhares or of all of the equity interests of the
subsidiaries operating restaurants in the Territelgted to such material breach, as applicable.pthichase price paid by McDonald’s upon
exercise of the Call Option is, in all events, reetliby the amount of debt and contingencies anéased by the amount of cash attributable to the
entity whose equity interests are being acquiredyant to the Call Option. In the event McDonald&re to exercise its right to acquire all of our
non-public shares, McDonald’s would become our i@diitig shareholder.

If McDonald’s exercises the Call Option with respicany of our subsidiaries (but not all of theamyl the amount of debt and contingencies
(minus cash) attributable to the equity intere$those subsidiaries is greater than the fair marakie of those equity interests, we must, at our
election, either (i) assume the debts and conticiger{minus cash) and deliver the equity interestdcDonald’s free of any obligations with
respect thereto or (ii) pay to McDonadhe absolute value of that amount. The fair ntarkie of any of the equity interests is to beed®ined by
internationally recognized investment banks withailtng into consideration the debt, contingenciesash attributable to the equity interests.

In order to secure McDonald’s right to exercise@ad Option, McDonald’'s was granted a perfectezlisiéy interest in the equity interests of
the Master Franchisee, the Brazilian Master Framehand our subsidiaries other than our subsidiariganized in Costa Rica, Mexico, French
Guiana, Guadeloupe and Martinique. The equity @stisrof our subsidiaries organized in Costa RicbMexico were transferred to a trust for the
benefit of McDonald’s. McDonald’s does not haveeatsity interest in the equity interests of oursdiaries organized in French Guiana,
Guadeloupe and Martinique.

The equity interests were transferred to Citibahl., acting as escrow agent. Subject to the terftse Escrow Agreement and the
Intercreditor Agreement, upon McDonald’s exerciséhe Call Option and its payment of the respectivechase price, the escrow agent must
transfer the equity interests, free of any lienemrumbrances, to McDonald’s.

Limitations on Indebtedness

Under the MFAs, we cannot incur any indebtednessred by the collateral pledged by us and certhduosubsidiaries in connection with 1
letters of credit or amend or waive any of the teralated to the collateral, without McDonald’s sent. The pledged collateral includes the equity
interests of certain of our subsidiaries, certdiow rights under certain of the Acquisition doants, franchise document payment rights, and our
intercompany debt and notes.

Under the MFAs, we must maintain a fixed chargeetage ratio (as defined therein) at least equ@)td.25 from August 31, 2010 through
fiscal quarter ended September 30, 2011 and (I6) tdnmencing with the fiscal quarter ended DecerBhe2011 and thereafter; and a leverage
ratio (as defined therein) not in excess of (a) Bdn August 31, 2010 through the fiscal quarteder June 30, 2011, (b) 4.75 for the fiscal quarter
ended
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September 30, 2011, and (c) 4.25, commencing WéHiscal quarter ended December 31, 2011 anddfiereMainly as a result of the adoption of
SICAD and SICAD Il as the exchange rates useddoreasurement of our bolivar-denominated assetabilities and operating results in
Venezuela, we were not in compliance with certaiarfcial ratios in the MFA during 2014. For thaasen, on July 31, 2014, McDonadigreed t
grant us a limited six-month waiver (from and agwfe 30, 2014 through and including December @14 during which time, we were not
required to comply with these financial ratio8Ve are currently negotiating an extension of théswer. Notwithstanding the foregoing, we do not
expect any material adverse effect to our busirressjts of operations, financial condition or cllstwvs as a result of this situation. We continoie t
monitor our compliance with these quarterly ratios.

Letters of Credit

As security for the performance of our obligatiemsler the MFAS, we have obtained (i) an irrevocakdedby letter of credit in favor of
McDonald’s in an amount of $65.0 million, issued by CrediisSe acting as issuing bank through its Caymamds Branch, and (ii) an irrevocal
standby letter of credit in favor of McDonald’san amount of $15.0 million, issued by Itad UnibascA. (“Itad”), acting as issuing bank through
its New York Branch. The Credit Suisse and Itatetstof credit expire on November 10, 2018 and W@y2018, respectively, but we will be
required by the MFAs to renew these letters of iti@dobtain new standby letters of credit in theng amount.

The Credit Suisse letter of credit and reimburséragreement contains a limited number of custoraffismative and negative covenants.
These include limitations on (i) any transfer of MFAs, (ii) amendment or waiver of the MFAs withidloe consent of the issuing bank, (iii) our
leverage ratio, (iv) taking any action to elecatsume the debt of any of our subsidiaries upondieldl's exercise of a partial Call Option, (v) our
ability to guaranty obligations of our subsidiariaad (vi) amendments to the credit agreement.

Credit Suisse, as issuing bank, has a securityeisitén certain of our rights under certain Acdiosi documents, franchise document payment
rights and our intercompany debt notes. In addjtiam subsidiaries (other than those organizectimaBor, French Guiana, Guadeloupe, Martini
and Peru, and certain subsidiaries organized irrtiga, Colombia and Mexico) guaranteed to Cregiss® the full and prompt payment of our
obligations under the Credit Suisse letter of dradd reimbursement agreement.

The letter of credit that we obtained from ItaiMay 9, 2011 effectively replaced the cash colldtérat we had previously pledged in favor of
McDonald’s in an amount of $15.0 million. The Itadntinuing standby letter of credit agreement dosta limited number of customary
affirmative and negative covenants. These includ#dtions on (i) any transfer of the MFAs, (ii) amdment or waiver of the MFAs without the
consent of the issuing bank, (iii) our leveragéorgiv) taking any action to elect to assume thbtdf any of our subsidiaries upon McDonald’s
exercise of a Call Option, and (v) permitting olires or any of our subsidiaries to become insolvent

We delivered a promissory note to Itad in an amofi$15.0 million evidencing our obligations todtander the continuing standby letter of
credit agreement and a guarantee letter from cazilBan subsidiary guarantying the full and puntpeayment when due of our obligations and
liabilities to Ital in respect of the Itad lettdravedit and the continuing standby letter of ctedireement, including without limitation our
reimbursement obligations for any payments madkaiyunder the letter of credit.

Termination

The MFAs automatically terminate without the needany party to it to take any further action ifyagpe of insolvency or similar proceeding
in respect of us or any of the other Owner Entitiemmences.

In the event of the occurrence of certain matémiahches, such as if we fail to comply with thevestment or restaurant opening plans,
McDonald’s has the right to terminate the MFAs.

Upon the termination of the MFAs, McDonald’s has tight to acquire all, but not less than all, of equity interests at fair market value,
which is to be calculated by internationally reciagd investment banks selected by us and McDonalt's fair market value of our equity
interests shall be calculated in U.S. dollars basethe amount that would be received for our gguierests in an arm’length transaction betwe
a willing buyer and a willing seller, taking into@unt the benefits provided by the MFAs.
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The 2016 Notes, the 2019 Notes and the 2023 Notes

For a description of the 2016 notes, the 2019 rextelsthe 2023 notes, see “Item 5. Operating anan€ial Review and Prospects—B.
Liquidity and Capital Resources.”

The Revolving Credit Facility

For a description of the revolving credit facilgptered into by Arcos Dorados B.V. with Bank of Aina, N.A., see “ltem 5. Operating and
Financial Review and Prospects—B. Liquidity and i@dResources—Net Cash Provided by Financing At@s—Revolving Credit Facility.”

The 2012 Swap Transaction

On August 13, 2012, we entered into an equity t@firn swap transaction, or the swap transacéiomgng us, our subsidiary Arcos Dorados
B.V. and Goldman Sachs International, or GSI. Tiig@pse of the swap transaction is to reduce theadtbat class A share price volatility has on
our income statement due to recognition of compersaxpense from the long-term incentive plan thatimplemented in 2008. See “Item 6.
Directors, Senior Management and Employees—B. Cosgit®mn—Long-term and Equity Incentive Plans—Loegyt Incentive Plan.”

Under the terms of the swap transaction, we reddngm GSI any notional gains and dividends ang&y to GSI any notional losses, as the
case may be, from time to time on 2,272,551 clashakes, or the number of notional shares, asideddoelow. The reference price for the swap
transaction (which is equal to the Rule 10b-18 r@uwveighted average price at which an affiliat&& initially acquired a number of class A
shares equal to the number of notional sharesdgen&SI's equity price risk under the swap transacbr the hedge shares) was $13.7689 per
class A share and was subject to adjustment ievthat of certain corporate transactions and evivigswill also make quarterly payments to GS
a floating interest rate in an amount based orethity notional amount of the swap transactioncivhias equal to the number of notional shares,
multiplied by the reference price (initially appnmately $31.3 million). The swap transaction matlire September 2014 and was subsequently
renewed, but we may still reduce the number ofomati shares underlying the swap transaction, ag@fbre the equity notional amount of the
swap transaction, from time to time prior to magudf the swap transaction, at our option, subjeatertain limitations.

The swap transaction includes certain terminati@nts, including permitting our consolidated netebtedness to EBITDA ratio to be greater
than 3.0 to 1 (previously 2.5 to 1) on the last daginy fiscal quarter .

On March 26, 2013, we filed a shelf registraticatestnent on Form F-3 and a prospectus supplememetoheith the SEC relating to the
offering from time to time by GSI of up to 2,272]58lass A shares through its affiliate Goldman,hSa& Co., or Goldman Sachs. GSI will
calculate our gain or loss under the swap tranmatly comparing the average net price per shamhigh its affiliate sells hedge shares in such
offering, or the final price, to the then-curreatarence price. At settlement following any shaguction and at maturity of the swap transaction:

« if the relevant final price is greater than thertlveirrent reference price, we will realize a gaimaspect of the relevant number of notional
shares subject to such settlement (and GSI willm@akash payment to us in an amount equal to sain; gnd

« if the relevant final price is less than the themrent reference price, we will realize a lossaspect of the relevant number of notional
shares subject to such settlement (and we will naadash payment to GSI in an amount equal to sasd).|

In addition, we will receive at maturity of the gwaansaction the aggregate amount of any quarntesi dividends we pay per class A share,
multiplied by the number of notional shares undegythe swap transaction as of the ex-dividend ftateach such dividend.

As of December 31, 2014, Goldman Sachs has soBD.DD@0 class A shares under th& Bhelf registration statement and prospe

supplement thereto. In connection with the saleshefe class A shares, we have paid Goldman Sachggiegate amount of $1,651,29°
settlement of the share reductions and an aggregatent of fees amounting to $80,272.
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On September 23, 2014, the swap transaction wasvegh In addition, we are required to make a caidtdeposit equal to the excess of the
mark-to-market above a threshold of $3.0 millioithv$500,000 as the incremental basis. As a resulte Company’s decision to change the
exchange rates used for remeasurement of its bale@ominated assets and liabilities and opera@sglts in Venezuela, we were not in
compliance with the net indebtedness to EBITDAcratider the swap transaction as of June 30, 20dWekkr, on September 23, 2014, we rea
an agreement with GSI to change the consolidateshdebtedness to EBITDA ratio from 2.5 to 1 to &Q.. We are currently in compliance with
the revised covenant.

On April 20, 2015, we further amended the swapsation by reducing the threshold above which weer@quired to make a collateral deposit
from $3.0 million to $0 and revising the provisimiated to GSI's ability to terminate the swap saetion in the event that our stock price falls
below certain thresholds.

Since the swap transaction is scheduled to matutater than September 2015, we expect that Goldsaahs will sell the remaining 1,022,!
shares this year. See Note 12 to our consolidataddial statements for more details.

D. Exchange Controls

There are currently no exchange control regulatiortee BVI applicable to us or our shareholdes. iRformation about any exchange
controls or restrictions in Argentina, Brazil, Megiand Venezuela, see “Item 3. Key Information—@leSted Financial Data—Exchange Rates
and Exchange Controls.”

E. Taxation
British Virgin Islands Tax Considerations

The following summary contains a general descriptibcertain British Virgin Islands tax consequenof the acquisition, ownership and
disposition of class A shares, but it does not ptirfp be a comprehensive description of all thedansiderations that may be relevant to a
decision to hold class A shares. The general sumpisdrased upon the tax laws of the British Viigiands and regulations thereunder as of the
date hereof, which are subject to change.

We are not liable to pay any form of corporate tiaxain the BVI and all dividends, interests, remtgyalties, compensations and other amounts
paid by us to persons who are not persons residémé BVI or providing services in the BVI are exgt from all forms of taxation in the BVI and
any capital gains realized with respect to anyeshadebt obligations, or other securities of oyrpdrsons who are not persons resident in the BVI
are exempt from all forms of taxation in the BVI.

No estate, inheritance, succession or gift tae, @dty, levy or other charge is payable by persdms are not persons resident in the BVI with
respect to any shares, debt obligation or otharrgixs of ours.

Subject to the payment of stamp duty on the adiprisor certain leasing of property in the BVI by (@nd in respect of certain transactions in
respect of the shares, debt obligations or otharriges of BVI incorporated companies owning landhe BVI), all instruments relating to transf
of property to or by us and all instruments relgtio transactions in respect of the shares, ddlgfations or other securities of ours and all
instruments relating to other transactions relatingur business are exempt from payment of stamtypid the BVI.

There are currently no withholding taxes or excleaogntrol regulations in the BVI applicable to usar shareholders who are not providing
services in the BVI.

EC Council Directive 2003/48/EC on the taxatiorsa¥ings income (the “Directive”) is designed toilftate the exchange of information on
individuals’ savings income between the tax autfesriof the members states of the European Uniach(an “EU Member State”). The Directive
and associated legislation provides that instihgjdermed “paying agents”, must report to theialdax authority details of payments of interast o
other similar income paid by them to an individtegident of or certain limited types of entitietaddished in an EU Member State (each such
individual or entity, an “Applicable Resident”). &tiocal tax authority in turn must disclose to tie authority in the EU Member State where the
Applicable Resident is resident details of paymeifiisterest or other similar income paid by a perwithin its jurisdiction to, or collected by such
a person for, an Applicable Resident of that offldrMember State (the foregoing reporting and dmale obligations being referred to as the
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“Automatic Exchange of Information Regime”). Howeyvfor a transitional period (the ending of suamnsitional period being dependent upon the
conclusion of certain other agreements relatingfarmation exchange with certain other countriég)stria and Luxembourg may instead apply
(unless during such period they elect otherwisgitlaholding system in relation to such paymente fthregoing withholding system being referred
to as the “Transitional Withholding Tax Regime”).

A number of norEU countries and certain dependent or associatatbtes of certain EU Member States (including 8VI; together with th
EU Member States the “Applicable Jurisdictions’gyl adopted measures similar to either the Auta@niatchange of Information Regime or the
Transitional Withholding Tax Regime in relationgayments made by a paying agent within its jurisalicto, or collected by such a paying agent
for, an Applicable Resident. In addition, the EUrivteer States have entered into reciprocal provisfanformation or transitional withholding
arrangements with certain of those dependent acided territories in relation to payments madelpaying agent in an EU Member State to, or
collected by such a paying agent for, an individealdent or certain limited types of entities bithed in one of those territories. In 2008, the
European Commission proposed certain amendmettige Directive, which may, if implemented, amendwmyaden the scope of the requirements
described above.

The Directive was implemented in the BVI by wayadgeries of bilateral agreements with certain Aygie Jurisdictions together with
amendments to the Mutual Legal Assistance (TaxavgittAct, 2003. When the Directive was originatifroduced, the BVI opted to give
Applicable Residents the choice between the Autaniatchange of Information Regime or a Transitiondthholding Tax Regime. However,
pursuant to the Mutual Legal Assistance (Tax Majtéhutomatic Exchange Information) Order, 201 1thvéffect from 1 January 2012 paying
agents established in the BVI are no longer suligecir able to rely on, the Transitional WithholgiTax Regime as a way of complying with the
Directive. Therefore, with effect from that dateymg agents in the BVI must comply with the Autdim&xchange of Information Regime.

There is no income tax treaty currently in effeetireen the United States and the BVI. However aliitormation Exchange Agreement
(“TIEA") is in place. The parties to the TIEA hawgreed to provide assistance through the excharigéommation relating to the administration
and enforcement of the domestic laws of the pacteserning the taxes and the tax matters cover¢debTIEA, including information that may |
relevant to the determination, assessment, veiiicaenforcement, or collection of tax claims widspect to persons subject to such taxes, oel
investigation or prosecution of criminal tax evasio relation to such persons.

Material U.S. Federal Income Tax Considerations fotJ.S. Holders

The following summary describes the material UeBlefal income tax consequences of the ownershigiapdsition of class A shares, but it
does not purport to be a comprehensive descripfiafi of the tax considerations that may be ref¢va a particular person’s decision to own such
securities. This summary applies only to U.S. Haddes defined below) that own class A shares pisat@ssets for U.S. federal income tax
purposes. In addition, it does not describe atheftax consequences that may be relevant indigatU.S. Holder’s particular circumstances,
including alternative minimum tax consequences pittential application of the provisions of thedimal Revenue Code of 1986, as amended, (the
“Code”) known as the Medicare contribution tax, &l consequences applicable to certain U.S. Helsiébject to special rules, such as:

« certain financial institutions;

« dealers or traders in securities who use a markétket method of tax accounting;

« persons holding class A shares as part of a héslgaddle,” wash sale, conversion transaction tegrated transaction or persons entering
into a constructive sale with respect to the chasbares;

« persons whose “functional currency” for U.S. fedl@reome tax purposes is not the U.S. dollar;
« tax exempt entities, including “individual retirenteaccounts” and “Roth IRAs”;
« entities classified as partnerships for U.S. feldamme tax purposes;

« persons that own or are deemed to own ten percenbre of our voting shares;
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« persons who acquired our class A shares pursuame texercise of an employee stock option or otlsenas compensation; or
« persons holding class A shares in connection witade or business conducted outside the Uniteg<Sta

If an entity that is classified as a partnershipUdcS. federal income tax purposes holds classakest) the U.S. federal income tax treatment
partner will generally depend on the status oftagner and the activities of the partnership.igaghips holding class A shares and partners in
partnerships should consult their tax adviser® dke particular U.S. federal income tax conseqgegio€ holding and disposing of the class A
shares.

This discussion is based upon the Code, admiristrptonouncements, judicial decisions and firedporary and proposed Treasury
Regulations, all as of the date hereof, changesyof which may affect the tax consequences desttiierein—possibly with retroactive effect.

A “U.S. Holder” is a holder who, for U.S. federatbme tax purposes, is a beneficial owner of odaskares that is:
(1) acitizen or individual resident of the United 8t

(2) a corporation, or other entity taxable as a corjmmacreated or organized in or under the lawthefUnited States, any state therein or the
District of Columbia; or

(3) an estate or trust the income of which is subjett.S. federal income taxation regardless of itss®.

U.S. Holders should consult their tax advisers eomiag the U.S. federal, state, local and fore@gnaonsequences of owning and disposing of
class A shares in their particular circumstances.

This discussion assumes that we are not, and atibecome, a passive foreign investment compangesaribed below.
Taxation of Distributions

Distributions paid on class A shares, other thatagepro rata distributions of class A shares| hal treated as dividends to the extent paid out
of our current or accumulated earnings and prédigsdetermined under U.S. federal income tax ppies). Because we do not maintain calculat
of our earnings and profits under U.S. federal imedax principles, we expect that distributionsegeily will be reported to U.S. Holders as
dividends. Subject to applicable limitations, dedis paid to certain non-corporate U.S. Holders beagligible for taxation as “qualified dividend
income” and therefore may be taxable at rates egiglk to long-term capital gains. Non-corporate. Bi@ders should consult their tax advisers
regarding the availability of the reduced tax rateslividends in their particular circumstancese Bimount of the dividend will be treated as
foreign-source dividend income to U.S. Holders aitinot be eligible for the dividendseceived deduction generally available to U.S. ompons
under the Code. Dividends will be included in a \H8lder’s income on the date of the U.S. Holdegseipt of the dividend.

Sale or Other Taxable Disposition of Class A Shares
For U.S. federal income tax purposes, gain orfleabzed on the sale or other taxable dispositioriass A shares will be capital gain or loss,
and will be long-term capital gain or loss if theSUHolder owned the class A shares for more timenyear. The amount of the gain or loss will
equal the difference between the U.S. Holder' doisis in the class A shares disposed of and theigmealized on the disposition, in each case as
determined in U.S. dollars. This gain or loss wéherally be U.S.-source gain or loss for foremndredit purposes.
Passive Foreign Investment Company Rules
We believe that we were not a “passive foreign stivent company” (a “PFICTpr U.S. federal income tax purposes for our 2@béible yeal

However, because the application of the regulatism®t entirely clear and because PFIC statusratpen the composition of a Compasiricom
and assets and the market value of its assetstiinogrto time, there can be no assurance that waatibe a PFIC for any taxable year.
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If we were a PFIC for any taxable year during whacd.S. Holder owned class A shares, gain recodryesuch U.S. Holder on a sale or o
disposition (including certain pledges) of the sldsshares would be allocated ratably over the Hdbder’s holding period for the class A shares.
The amounts allocated to the taxable year of tlee®aother disposition and to any year before eeane a PFIC would be taxed as ordinary
income. The amount allocated to each other taxadde would be subject to tax at the highest rasffiect for individuals or corporations, as
appropriate, for that taxable year, and an interieatge would be imposed on the resulting taxlligldor each taxable year. Further, to the extent
that any distribution received by a U.S. Holdeiitsrclass A shares exceeds 125% of the averade @frtnual distributions on the class A shares
received during the preceding three years or sugh Holder’s holding period, whichever is shorthat distribution would be subject to taxation in
the same manner as gain on the disposition of i@ stia@ PFIC, described immediately above. If weeneePFIC, certain elections may be available
that would result in alternative treatments (susimark-to-market treatment) of the class A shdrasdiffer from the treatment set forth in this
paragraph.

In addition, if we were to be treated as a PFI@ taxable year in which we pay a dividend with ezpo any U.S. Holder or in a prior taxable
year, the long-term capital gains rates discusbesleawith respect to dividends paid to certain norporate U.S. Holders would not apply.

If we are a PFIC for any taxable year during whadd.S. Holder owned our class A shares, the U.&léfavill generally be required to file
IRS Form 8621 (or any successor form) with theimat U.S. federal income tax returns, subject ttage exceptions.

Information Reporting and Backup Withholding

Payments of dividends and sales proceeds thatade mithin the United States or through certain.{defated financial intermediaries
generally are subject to information reporting, amay be subject to backup withholding, unlessh@ t.S. Holder is an exempt recipient or (ii) in
the case of backup withholding, the U.S. Holdewnjates a correct taxpayer identification number eedifies that it is not subject to backup
withholding.

The amount of any backup withholding from a paymerg U.S. Holder will be allowed as a credit agathe holder’'s U.S. federal income tax
liability and may entitle it to a refund, providéuht the required information is timely furnishecthe IRS.

Certain U.S. Holders who are individuals may beunegl to report information relating to their owsleip of stock of a nokt.S. person, subje
to certain exceptions (including an exception fock held in certain accounts maintained by a fif@ncial institution). Certain U.S. Holders that
are entities may be subject to similar rules infthere. U.S. Holders should consult their tax agws regarding the effect, if any, of these repgrti
requirements on their ownership and dispositioalass A shares.

F. Dividends and Paying Agents

Not applicable.
G. Statement by Experts

Not applicable.
H. Documents on Display

We are subject to the informational requirementthefSecurities Exchange Act of 1934, as amenddtied=Exchange Act. Accordingly, we i
required to file reports and other information witle SEC, including annual reports on Form 20-Frapadrts on Form 6-K. You may inspect and
copy reports and other information filed with theGSat the Public Reference Room at 100 F Streé&t,, M/ashington, D.C. 20549. Information on
the operation of the Public Reference Room mayttaimed by calling the SEC at 1-800-SEC-0330. lditazh, the SEC maintains an Internet
website that contains reports and other informagioout issuers, like us, that file electronicaligtvihe SEC. The address of that website is
WWW.SEC.gov.

As a foreign private issuer, we are exempt undeiEkchange Act from, among other things, the rptescribing the furnishing and content of

proxy statements, and our executive officers, ttirscand principal shareholders are exempt frontéperting and short-swing profit recovery
provisions contained in Section 16 of
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the Exchange Act. In addition, we will not be reqdiunder the Exchange Act to file periodic repand financial statements with the SEC as
frequently or as promptly as U.S. companies whesergties are registered under the Exchange Act.

We will send the transfer agent a copy of all regiof shareholders’ meetings and other reportsproritations and information that are made
generally available to shareholders. The trangfenthas agreed to mail to all shareholders asatataining the information (or a summary of
information) contained in any notice of a meetifigar shareholders received by the transfer agahtnall make available to all shareholders such
notices and all such other reports and communicatieceived by the transfer agent.

I.  Subsidiary Information

Not applicable.
ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Risk Management

In the ordinary course of our business activities,are exposed to various market risks that arermbpur control, including fluctuations in
foreign exchange rates and the price of our prinsapplies, and which may have an adverse effethi@ralue of our financial assets and liabilit
future cash flows and profit. As a result of thesarket risks, we could suffer a loss due to advehsmges in foreign exchange rates and the pr
commodities in the international markets. In addifiwe are subject to equity price risk relatin@tm share-based compensation plans. Our policy
with respect to these market risks is to assespdtential of experiencing losses and the cons@alanpact thereof, and to mitigate these market
risks. We are not currently exposed to signifidaterest rate risk because most of our long-terbt deat fixed interest rates. We do not enter into
market risk sensitive instruments for trading ce@pative purposes.

Foreign Currency Exchange Rate Risk
Foreign Currency Exchange Rate Risk in 2014

We are exposed to foreign currency exchange rsitgorimarily in connection with the fluctuationtime value of the local currencies of the
countries in which we operate, primarily the Briazilreal , Argentinepesoand the Venezueldrolivar , against the U.S. dollar. We generate
revenues and cash from our operations in locakagies while a significant portion of our long-tedebt is denominated in U.S. dollars. An
adverse change in foreign currency exchange ratefdwherefore affect the generation of cash flownf operations in U.S. dollars, which could
negatively impact our ability to pay amounts owedliS. dollars. Moreover, our continuing franchise payments to McDonald’s pursuant to the
MFAs must be translated into and paid in U.S. dslissing the exchange rate of the last businessféng month, payable on the seventh day
subsequent to each month-end. As such, in theveriarg period we are subject to significant foreggichange risk.

While substantially all our income is denominatedhe local currencies of the countries in whichoperate, our supply chain management
involves the importation of various products, anthe of our imports are denominated in U.S. dollaherefore, we are exposed to foreign curr
exchange risk related to imports. We have enteredviarious forward contracts to hedge a portiothefforeign exchange risk associated with the
forecasted imports of certain countries. See Nateur consolidated financial statements for nt@tils. In addition, we attempt to minimize
this risk also by entering into annual and semicahipricing arrangements with our main suppliers.

We are also exposed to foreign exchange risk etlaté).S. dollar-denominated intercompany balamedd by certain of our operating
subsidiaries with our holding companies, and teifpr currency-denominated intercompany balanceasihebur holding companies with certain
operating subsidiaries. Although these intercomgaaiginces are eliminated through consolidatiogdwerse change in exchange rates could have
a significant impact on our results through theoggttion of foreign currency exchange losses inanmrsolidated income statement.

To help mitigate some of these foreign currencyharge rate risks, we have entered into a crosefeyrinterest rate swap agreement, to
hedge all the variability in a portion of the calien of principal and interest from
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the intercompany loan receivable denominated irziBaa reais of our holding company, Arcos Dorados B.V. See Nidt¢o our consolidated
financial statements for more details. As of Decen81, 2014 37.2% of the principal amount of oungkterm debt is denominatedrgaisand
61.2% is denominated in U.S. dollars.

A decrease of 10% in the value of the Braziliaal against the U.S. dollar would result in a net fgneéxchange loss totaling $21.6 million
over (i) the outstanding balance of the 2016 n(R$v09.9 million including accrued interest), h cross-currency interest rate swap used to
partially hedge the intercompany loan receivablArmbs Dorados B.V. denominated in Braziliwais(R$111.5 million including accrued
interest), (iii) the Braziliameais-denominated intercompany net receivable held ysaobsidiary, Arcos Dorados B.V. (R$699.3 milliowciuding
accrued interest), and (iv) the outstanding balarficke U.S. dollar-denominated intercompany nét deld by our Brazilian subsidiaries of $282.9
million as of December 31, 2014.

An increase of 10% in the value of the European against the U.S. dollar would result in a foreggichange loss of $1.5 million mainly
related to the outstanding U.S. dollenominated intercompany receivable held by ousigidry in Martinique of $13.3 million as of Deceert81
2014.

An increase of 10% in the value of the Uruguagasoagainst the U.S. dollar would result in a foreigorenge loss of $3.1 million over the
outstanding U.S. dollar-denominated intercompacgik@ble held by our subsidiaries in Uruguay of $28illion as of December 31, 2014.

Fluctuations in the value of the other local cuciea against the U.S. dollar would not result inerial foreign exchange gains or losses as of
December 31, 2014 since there are no other signifintercompany balances exposed to foreign exghask.

We are also exposed to foreign currency exchasggeelated to the currency translation of our Vemtan operations. A depreciation of the
Venezuelarbolivar against the U.S. dollar would result in a foreigimrency exchange loss as a result of remeasurimgtary balances
denominated ibolivares. See Notes 21 and 26 to our consolidated finastaéments for details about exchange controés@fig our operations
in Venezuela and new regulations announced substtuBecember 31, 2014.

Summary of Foreign Currency Exchange Rate Risk i3

A decrease of 10% in the value of the Braziliaal against the U.S. dollar would have resulted intforeign exchange loss totaling $2.6
million over (i) the outstanding balance of the 80@ibtes (R$711.5 million including accrued inteye@i) the cross-currency interest rate swap used
to partially hedge the intercompany loan receivalblarcos Dorados B.V. denominated in Brazilizais (R$110.1 million including accrued
interest), (iii) the Braziliameais-denominated intercompany net receivable held ysaobsidiary, Arcos Dorados B.V. (R$647.8 milliowciuding
accrued interest), and (iv) the outstanding balarficke U.S. dollar-denominated intercompany nét dheld by our Brazilian subsidiaries of $102.0
million as of December 31, 2013.

An increase of 10% in the value of the Argentiesoagainst the U.S. dollar would have resulted inreifm exchange loss of $1.4 million o
(i) the Argentingpesodenominated intercompany payable held by our hgldompanies amounting to ARS$229.1 million andti@ outstanding
balance of the U.S. dollar-denominated intercompeatydebt of our Argentine subsidiary amounting2@.7 million as of December 31, 2013.

An increase of 10% in the value of the European against the U.S. dollar would have resultedfioreign exchange loss of $0.9 million
mainly related to the outstanding U.S. dollar-demated intercompany receivable held by our subsidiaMartinique of $9.3 million as of
December 31, 2013.

An increase of 10% in the value of the Uruguagasoagainst the U.S. dollar would have resulted inraifm exchange loss of $2.7 million
over the outstanding U.S. dollar-denominated imtengany receivable held by our subsidiaries in Uaygef $24.1 million as of December 31,
2013.

A decrease of 10% in the value of the Costa Rezdonagainst the U.S. dollar would have resulted inraifm exchange loss of $0.9 million

over the outstanding U.S. dolldenominated intercompany debt held by our subsidie€osta Rica of $10.3 million (including accrueterest) a
of December 31, 2013.
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Fluctuations in the value of the other local cuciea against the U.S. dollar would not result inerial foreign exchange gains or losses as of
December 31, 2013 since there are no other signifintercompany balances exposed to foreign exghask.

Commodity Price Risk

We purchase our primary supplies, including beeflen, buns, produce, cheese, dairy mixes andrigpppursuant to oral agreements with
our approved suppliers at prices that are deriveth international market prices, local conversioats and local tariffs and taxes. We therefore
carry market risk exposure to changes in commaaites that have a direct impact on our costs. Wed enter into futures or options contracts to
protect ourselves against changes in commoditegrialthough we may do so in the future. We attémptinimize this risk by entering into ann
and semi-annual pricing arrangements with our reappliers. This allows us to provide cost predititgtwhile avoiding the costs related to the
use of derivative instruments, which we may noable to pass on to our customers due to the cotiveetiature of the QSR industry.

Equity Price Risk

On August 13, 2012, we entered into the swap tdiosain order to mitigate the impact that the ¥ititst of our class A share price has on our
income statement due to recognition of compensatipense from our CADs. See “Item 6. Directors,i@adanagement and Employees—B.
Compensation—Long-term and Equity Incentive Plangrg-term Incentive Plan.” Under the terms of thagwransaction, we will receive from
GSI any notional gains and dividends and/or pa@$b any notional losses, as the case may be, froetb time on 2,272,551 class A shares, o
number of notional shares. During 2013 we redubechbtional number of class A shares underlyingdte equity return swap transaction by
1,250,000 shares to 1,022,551 shares.

The swap transaction will mature no later than &eper 2015, but we may reduce the number of ndt&haes underlying the swap
transaction, and therefore the equity notional amofithe swap transaction, from time to time ptmmaturity of the swap transaction, at our
option, subject to certain limitations. See “Ilteth Additional Information—C. Material Contracts—TB812 Swap Transaction.” We have
significantly reduced our exposure to equity pris& from our CADs as a result of entering intastbontract.

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUIT Y SECURITIES
A. Debt Securities
Not applicable.
B. Warrants and Rights
Not applicable.
C. Other Securities
Not applicable.

D. American Depositary Shares

Not applicable.
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PART I
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUE NCIES
A. Defaults
No matters to report.
B. Arrears and Delinquencies

No matters to report.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SE CURITY HOLDERS AND USE OF PROCEEDS

A. Material Modifications to Instruments
None.

B. Material Modifications to Rights
None.

C. Withdrawal or Substitution of Assets
None.

D. Change in Trustees or Paying Agents
None.

E. Use of Proceeds
Not applicable.

ITEM 15. CONTROLS AND PROCEDURES

A. Disclosure Controls and Procedures

As of December 31, 2014, under the supervisionvétidthe participation of our management, including Chief Executive Officer and Chief
Financial Officer, we performed an evaluation & #ffectiveness of our disclosure controls andgutaces (as defined in Rule 13a-15(e) under the
Exchange Act). There are inherent limitations ® efffectiveness of any system of disclosure cantat procedures. Accordingly, even effective
disclosure controls and procedures can only prorgdsonable assurance of achieving their contijektises.

Based on this evaluation, our Chief Executive @ffiand Chief Financial Officer concluded that oiscbbsure controls and procedures were
effective as of December 31, 2014 in ensuringitifatmation we are required to disclose in the repthat we file or submit under the Exchange
Act is (1) recorded, processed, summarized andtegpavithin the time periods specified in the SEiEs and forms and (2) accumulated and
communicated to our management, including our Ciefcutive Officer and Chief Financial Officer, &gpropriate to allow timely decisions
regarding required disclosure.

B. Management’s Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishingnagidtaining an adequate internal control over fai@areporting as defined in Rule 13a-15
(f) under the Exchange Act.

Our internal control over financial reporting ip@cess designed by, or under the supervisionunfpncipal executive and principal financial
officers, management and other personnel, to peorgdsonable assurance regarding the reliabilifipafcial reporting and the preparation of our
financial statements for external reporting
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purposes, in accordance with generally acceptesuaticig principles. These include those policied procedures that:
« pertain to the maintenance of records that, inorsle detail, accurately and fairly reflect trastgms and dispositions of our assets;

« provide reasonable assurance that transactions@reded as necessary to permit preparation afifishstatements, in accordance with
generally accepted accounting principles, andréaipts and expenditures are being made onlydordance with authorization of our
management and directors; and

« provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, vselisposition of our assets that cc
have a material effect on our financial statements.

Because of its inherent limitations, internal cohaver financial reporting may not prevent or detaisstatements. Therefore, effective control
over financial reporting cannot, and does not, gl@absolute assurance of achieving our contra@aibjes. Also, projections of, and any evalua
of effectiveness of the internal controls in futperiods are subject to the risk that controls imagome inadequate because of changes in
conditions, or that the degree of compliance withpolicies or procedures may deteriorate.

We have adapted our internal control over finan@pbrting based on the guidelines set by therate€ontrol—Integrated Framework of the
Committee of Sponsoring Organizations of the Tred®ommission (2013 Framework), or COSO.

Under the supervision and with the participatiomof management, including our Chief Executive €&ffiand our Chief Financial Officer, we
conducted an evaluation of the effectiveness ofirternal control over financial reporting as ofd@enber 31, 2014, based on the guidelines set
forth by the COSO.

Based on this assessment, management believeastadtDecember 31, 2014, its internal control diremcial reporting was effective based
on those criteria.

Pistrelli, Henry Martin y Asociados S.R.L., memifiem of Ernst & Young Global, independent registtmublic accounting firm, has audited
and reported on the effectiveness of our interoatrols over financial reporting as of DecemberZ114.

C. Attestation Report of the Registered Public Accounng Firm

Pistrelli, Henry Martin y Asociados S.R.L., memifiem of Ernst & Young Global, independent registtmublic accounting firm, has audited
and reported on the effectiveness of our interoatrols over financial reporting as of DecemberZ114, as stated in their report which appears
below.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of
ARCOS DORADOS HOLDINGS INC.:

We have audited Arcos Dorados Holdings Inc. andgislidries’ internal control over financial repogias of December 31, 2014, based
on criteria established in Internal Control-InteégchFramework issued by the Committee of Sponsdirganizations of the Treadway Commission
(2013 framework) (the COSO criteria). Arcos Dora#tmddings Inc. and subsidiaries’ management isaesible for maintaining effective internal
control over financial reporting, and for its asseent of the effectiveness of internal control dugaincial reporting included in the accompanying
Management Annual Report on Internal Control ovieafcial Reporting. Our responsibility is to exgres opinion on the company’s internal
control over financial reporting based on our audit

We conducted our audit in accordance with the statgdof the Public Company Accounting Oversighti8q&nited States). Those
standards require that we plan and perform thet smdbtain reasonable assurance about whethetigéfénternal control over financial reporting
was maintained in all material respects. Our andluded obtaining an understanding of internaltc@rover financial reporting, assessing the risk
that a material weakness exists, testing and etiadpine design and operating effectiveness ofiiraecontrol based on the
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assessed risk, and performing such other procedsre® considered necessary in the circumstancefeiléve that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaasuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegeinerally accepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (daipeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettilansactions and dispositions of the assetsofdmpany; (2) provide reasonable assurance that
transactions are recorded as necessary to perpagtion of financial statements in accordanck génerally accepted accounting principles, and
that receipts and expenditures of the company eirggbmade only in accordance with authorizationsiahagement and directors of the company;
and (3) provide reasonable assurance regardingptien or timely detection of unauthorized acqigsit use, or disposition of the company’s
assets that could have a material effect on theniral statements.

Because of its inherent limitations, internal cohaver financial reporting may not prevent or detaisstatements. Also, projections of
any evaluation of effectiveness to future periagssaibject to the risk that controls may becomdeanaate because of changes in conditions, or tha
the degree of compliance with the policies or pduces may deteriorate.

In our opinion, Arcos Dorados Holdings Inc. andsdlaries maintained, in all material respectse@ffie internal control over financial
reporting as of December 31, 2014, based on theCCO#Eeria.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@/nited States), the
consolidated balance sheets of Arcos Dorados Hgpddinc. and subsidiaries as of December 31, 20d2ah3, and the related consolidated
statements of income, comprehensive income, changegiity and cash flows for each of the threey@athe period ended December 31, 2014,
and our report dated March 17, 2015 expressed qualified opinion thereon.

Buenos Aires, Argentina
March 17, 2015

/s/ Pistrelli, Henry Martin y Asociados S.R.L.

PISTRELLI, HENRY MARTIN Y ASOCIADOS S.R.L.
Member of Ernst & Young Global

D. Changes in Internal Control over Financial Reportirg

There has been no change in our internal contred fimancial reporting identified in connection kvihe evaluation required by Rules 13a-15
or 15d-15 that occurred during the period covenethis annual report that has materially affecteds reasonably likely to materially affect, our
internal control over financial reporting.
ITEM 16. [RESERVED]
ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

Our audit committee consists of three directors, Gtru, Mr. Vélez and Mr. Ramirez-Magafa, who adependent within the meaning of the
SEC and NYSE corporate governance rules applicalftereign private issuers. Our board of directwas determined that Mr. Chu, Mr. Vélez and
Mr. Ramirez-Magafa are also “audit committee fina@nexperts” as defined by the SEC.
ITEM 16B. CODE OF ETHICS

Our Board of Directors has approved and adoptedstandards of Business Conduct, which are a codéhafs that applies to all employees of

Arcos Dorados, including executive officers, andtw board members. The current version of thedstats of Business Conduct is posted and
maintained on the Arcos Dorados website at wwwsatorados.com. The information contained on our welisnot a part of this annual report.
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ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following table describes the amounts billedsdoy Pistrelli, Henry Martin y Asociados S.R.inember firm of Ernst & Young Global,
independent registered public accounting firm aodit and other services performed in fiscal y@aist and 2013.

2014 2013
(in thousands of U.S.
dollars)
Audit fees $ 2,44¢  $ 3,23¢
Audit-related fees 31 63
Tax fees 47C 852
All other fees 63 82

Audit Fees

Audit fees are fees billed for professional sersicendered by the principal accountant for thetafdhe registrant’s annual financial
statements or services that are normally providethé accountant in connection with statutory aegltatory filings or engagements for those
fiscal years. It includes the audit of our annuaisolidated financial statements, the reviews ofquarterly consolidated financial statements
submitted on Form 6-K and other services that galyeonly the independent accountant reasonablypcavide, such as comfort letters, statutory
audits, attestation services, consents and assisteith and review of documents filed with the Séms and Exchange Commission.
Audit-Related Fees

Audit-related fees are fees billed for assuranckratated services that are reasonably relateuetpérformance of the audit or review of our
consolidated financial statements for fiscal y&@r$4 and 2013 and not reported under the previategory. These services would include, among
others: employee benefit plan audits, due diligeetated to mergers and acquisitions, accountimgutations and audits in connection with
acquisitions, internal control reviews, attest gsry that are not required by statue or regulaiwh consultation concerning financial accounting
and reporting standards.
Tax Fees

Tax fees are fees billed for professional servfoesax compliance, tax advice and tax planning.

All Other Fees

All other fees are fees not reported under othexgmaies. This category mainly includes advisonyises on process improvement related to
diagnostics and recommendations.

Pre-Approval Policies and Procedures

Our audit committee charter requires the audit c@temto pre-approve the audit services and norii-gadvices to be provided by our
independent auditor before the auditor is engagedrtder such services. The audit committee maggdét its authority to pre-approve services to
the Chair of the audit committee, provided thatsdesignees present any such approvals to theudit committee at the next audit committee

meeting.

All of the audit fees, audit-related fees, tax faed all other fees described in this Item 16C Hmeen pre-approved by the audit committee in
accordance with these pre-approval policies andgghores.

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES
Not applicable.
ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS

None.
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ITEM 16F. CHANGE IN REGISTRANT’'S CERTIFYING ACCOUNT ANT
None.

ITEM 16G. CORPORATE GOVERNANCE

Our class A shares are listed on the New York SEathange, or NYSE. We are therefore required toptp with certain of the NYSE’s
corporate governance listing standards, or the N8&dards. As a foreign private issuer, we magyviobur home countrg corporate governan
practices in lieu of most of the NYSE Standards: @uporate governance practices differ in cerségmificant respects from those that U.S.
companies must adopt in order to maintain NYSknliséind, in accordance with Section 303A.11 ofNIvSE Listed Company Manual, a brief,
general summary of those differences is providefdléswys.

Director independence

The NYSE Standards require a majority of the mestiiprof NYSE-listed company boards to be compogéadependent directors. Neither
British Virgin Islands law, the law of our counto§ incorporation, nor our memorandum and articleassociation require a majority of our boar
consist of independent directors. Our Board of &es currently consists of ten members, four obmtare independent directors.

Non-management directors’ executive sessions

The NYSE Standards require non-management direofdty SE-listed companies to meet at regularly seified executive sessions without
management. Our memorandum and articles of asgwti not require our non-management directofotd such meetings.

Committee member composition

The NYSE Standards require NY $iEted companies to have a nominating/corporategmnce committee and a compensation committe
are composed entirely of independent directorgidBrVirgin Islands law, the law of our countryiatorporation, does not impose similar
requirements. We do not have a nominating/corp@aternance committee. One of the compensatiomandnation committee members is
independent.

Independence of the compensation and nomination eoittee and its advisers

On January 11, 2013, the SEC approved new NY SEdistandards that will require that the boardicéators of a listed company consider
two factors (in addition to the existing generalependence tests) in the evaluation of the indegraedof compensation committee members: (i)
the source of compensation of the director, inclgdiny consulting, advisory or other compensateeg fpaid by the listed company, and (ii)
whether the director has an affiliate relationshith the listed company, a subsidiary of the listethpany or an affiliate of a subsidiary of thedd
company. In addition, before selecting or receivadgice from a compensation consultant or otheisadvthe compensation committee of a listed
company will be required to take into considerasonspecific factors, as well as all other fact@igvant to an adviserindependence. Compliar
with the compensation committee member independstacelards will be required by the earlier of eetisCompany’s first annual meeting after
January 15, 2014 or October 31, 2014. Other stdsdarcluding those that relate to the compensationmittee adviser requirements and certain
additional compensation committee charter requirgmédecame effective on July 1, 2013.

Foreign private issuers such as us will be exenooh these new requirements if home country pradidéellowed. British Virgin Islands law
does not impose similar requirements, so we willberequired to implement the new NYSE listinghgiards relating to compensation committees.
One of the members of our compensation and nomimatmmittee is independent, though the charteuofompensation and nomination
committee does not require the compensation andmation committee to consider the independencenpfaavisers that assist them in fulfilling
their duties.

Miscellaneous

In addition to the above differences, we are ngtired to: make our audit and compensation and maitioin committees prepare a written
charter that addresses either purposes and rebpitiesi or performance evaluations
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in a manner that would satisfy the NYSE's requiretagacquire shareholder approval of equity comaiéms plans in certain cases; or adopt and
make publicly available corporate governance ginésl

We were incorporated under, and are governed bylathis of the British Virgin Islands. For a summafysome of the differences between
provisions of the BVI Act applicable to us and tae's application to companies incorporated in Del@and their shareholders, see “Item 10.
Additional Information—B. Memorandum and ArticleBAssociation—Differences in Corporate Law.”

ITEM 16H. MINE SAFETY DISCLOSURE

Not applicable.
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PART Il

ITEM 17. FINANCIAL STATEMENTS

We have responded to Item 18 in lieu of this item.

ITEM 18. FINANCIAL STATEMENTS

Financial Statements are filed as part of this ahreport. See page F-1.

ITEM 19. EXHIBITS

Exhibit No.

Description

11

2.1

2.2

3.1

4.1

4.2

4.3

4.4*
45

4.6

4.7

Memorandum and Articles of Association, incorpodaterein by reference to Exhibit 3.1 to the CompaRegistration Statement
on Form F-1 (File No. 333-173063) filed with theGBn March 25, 2011.

Indenture dated July 13, 2011 among Arcos Doradadiits Inc., as issuer, the subsidiary guarantarsed therein, Citibank N.A.,
as trustee, calculation agent, registrar, payirepagnd transfer agent, and Dexia Banque Intemalgca Luxembourg, Société
Anonyme, as Luxembourg paying agent, incorporagadih by reference to Exhibit 4.2 to the Compamegistration Statement on
Form F-1 (File No. 333-177210) filed with the SE€©ctober 7, 2011.

Indenture dated September 27, 2013 among Arcosddsrdoldings Inc., as issuer, the Subsidiary Guaramamed therein,
Citibank N.A., as trustee, registrar, paying agerd transfer agent, and Banque Internationale &mbwurg Société Anonyme, as
Luxembourg paying agent, incorporated herein bgregfce to Exhibit 2.2 to the Company’s Annual ReparForm 20-F for the
year ended December 31, 2013.

Los Laureles Voting Trust, incorporated herein éfgrence to Exhibit 9.1 to the Company’s Registratatement on Form F-1
(File No. 333-173063) filed with the SEC on Mardh 2011.

Amended and Restated Master Franchise AgreemeidDionald’s Restaurants in All of the Territoriexcept Brazil, incorporated
herein by reference to Exhibit 10.1 to the CompaiRegistration Statement on Form F-1 (File No. 333063) filed with the SEC
on March 25, 2011.

Amendment No. 1 to the Amended and Restated Maséerchise Agreement for McDonald’s Restaurantslifithe Territories,
except Brazil, incorporated herein by referencExhibit 10.2 to the Company’s Registration StatehmenForm F-1 (File No. 333-
173063) filed with the SEC on March 25, 2011.

Second Amended and Restated Master Franchise Agrédar McDonald’s Restaurants in Brazil, incorgechherein by reference
to Exhibit 10.3 to the Company’s Registration Staat on Form F-1 (File No. 333-173063) filed witle tSEC on March 25, 2011.
Letter of Agreement dated as of July 31, 2014 amdoBonald’s Latin America and LatAm, LLC.

Amended and Restated Escrow Agreement dated Oct@h@010 among McDonald’s Latin America, LLC, LatALLC, each of
the Escrowed MF Subsidiaries, Arcos Dorados Restaes de Chile Ltda., Arcos Dorados B.V., Deutdgaek Trust Company
Americas, as collateral agent, and Citibank, Na&.escrow agent, incorporated herein by referenEhibit 10.4 to the Company’s
Registration Statement on Form F-1 (File No. 333a6RB) filed with the SEC on March 25, 2011.

Letter of Credit Reimbursement Agreement dated At8u2007 between Arcos Dorados B.V. and Cred&s®y acting through its
Cayman Islands Branch, incorporated herein by eefs to Exhibit 10.5 to the Company’s Registratatement on Form F-1 (File
No. 333-173063) filed with the SEC on March 25, 201

Amendment to Letter of Credit Reimbursement Agresndated November 3, 2008 between Arcos Dorados & Credit Suisse,
acting through its Cayman Islands Branch, incorar&erein by reference to Exhibit 10.6 to the Canys Registration Statement
on Form F-1 (File No. 333-173063) filed with theGEn March 25, 2011.
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Exhibit No.

Description

4.8

4.9

4.10

411

412

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21*

4.22*

Second Amendment to Letter of Credit Reimbursemgméement dated December 10, 2008 between ArcoadderB.V. and
Credit Suisse, acting through its Cayman Islan@mé&n, incorporated herein by reference to Exhibi¥ 1o the Company’s
Registration Statement on Form F-1 (File No. 333ab6B) filed with the SEC on March 25, 2011.

Third Amendment to Letter of Credit Reimbursemegteement dated July 8, 2009 between Arcos Doradésa®id Credit Suisse,
acting through its Cayman Islands Branch, incorgataerein by reference to Exhibit 10.8 to the Canyfs Registration Statement
on Form F-1 (File No. 333-173063) filed with theGBn March 25, 2011.

Fourth Amendment to Letter of Credit Reimbursenfagnteement dated April 23, 2010 between Arcos Dosd8lay. and Credit
Suisse AG, Cayman Islands Branch, incorporatedrhbgereference to Exhibit 10.9 to the Company’gR&ation Statement on
Form F-1 (File No. 333-173063) filed with the SE€March 25, 2011.

ISDA Schedule to the 2002 Master Agreement datexd Becember 14, 2009 between Morgan Stanley &l@ternational plc and
Arcos Dorados B.V., incorporated herein by refeestacExhibit 10.16 to the Company’s Registratioat&nent on Form F-1(File
No. 333-173063) filed with the SEC on March 25, 201

ISDA Schedule to the 2002 Master Agreement datexd Becember 14, 2009 between JPMorgan Chase BaAkand Arcos
Dorados B.V., incorporated herein by referencexbilit 10.19 to the Company’s Registration StatenmenForm F-1 (File No. 333-
173063) filed with the SEC on March 25, 2011.

Credit Support Annex to the Schedule to the Ma&ggeement dated as of December 14, 2009 betweenigai Chase Bank, N.A.
and Arcos Dorados B.V., incorporated herein byresfee to Exhibit 10.20 to the Company’s Registrafitatement on Form F-1
(File No. 333-173063) filed with the SEC on Mardh 2011.

Equity Incentive Plan, incorporated herein by refie to Exhibit 10.23 to the Company’s Registratetement on Form F-1 (File
No. 333-173063) filed with the SEC on March 25, 201

Amendment No. 2 to the Amended and Restated Maséerchise Agreement for McDonald’s Restaurantslifithe Territories,
except Brazil, incorporated herein by referencExhibit 10.17 to the Company’s Registration Statenom Form F-1 (File No. 333-
177210) filed with the SEC on October 7, 2011.

Confirmation dated August 13, 2012 among GoldmarhS#nternational, Arcos Dorados B.V. and Arcosddms Holdings Inc.,
incorporated herein by reference to Exhibit 10.theeCompany’s Registration Statement on Form Filg@ No. 333-187531) filed
with the SEC on March 26, 2013.

Amendment to Share Swap Transaction Confirmatiasedi®ctober 22, 2012 among Goldman Sachs Inten@tiércos Dorados
B.V. and Arcos Dorados Holdings Inc., incorporatedein by reference to Exhibit 10.2 to the CompaiRegistration Statement on
Form F-3 (File No. 333-187531) filed with the SE€March 26, 2013.

Amendment No. 2 to Share Swap Transaction Confiomatated November 28, 2012 among Goldman Sacbemhkitonal, Arcos
Dorados B.V. and Arcos Dorados Holdings Inc., ipcoated herein by reference to Exhibit 10.3 toGeenpany’s Registration
Statement on Form F-3 (File No. 333-187531) fildthuhe SEC on March 26, 2013.

Amendment No. 3 to Share Swap Transaction Confiomatated April 4, 2013 among Goldman Sachs Int@nal, Arcos Dorados
B.V. and Arcos Dorados Holdings Inc., incorporatedein by reference to Exhibit 4.18 to the Compamyinual Report on Form
20-F for the year ended December 31, 2012.

Amendment No. 4 to Share Swap Transaction Confiomatated August 15, 2013 among Goldman Sachsnaienal, Arcos
Dorados B.V. and Arcos Dorados Holdings Inc., ipooated herein by reference to Exhibit 10.4 toGeenpany’s Form 6-K (File
No. 001-35129) filed with the SEC on August 19, 201

Amendment No. 5 to Share Swap Transaction Confiomatated September 12, 2014 among Goldman Satdradtional, Arcos
Dorados B.V. and Arcos Dorados Holdings Inc., fileith this Annual Report on Form 20-F for the yeaded December 31, 2014.
Amendment No. 6 to Share Swap Transaction Confionatated September 23, 2014 among Goldman Satdradtional, Arcos
Dorados B.V. and Arcos Dorados Holdings Inc., fileith this Annual Report on Form 20-F for the yeaded December 31, 2014.
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Exhibit No. Description

4.23* Amendment No. 7 to Share Swap Transaction Confiomatated April 20, 2015 among Goldman Sachs lat#wnal, Arcos
Dorados B.V. and Arcos Dorados Holdings Inc., fikeith this Annual Report on Form 20-F for the yeaded December 31, 2014.

4.24 ISDA Master Agreement dated as of April 20, 2018veen Bank of America, N.A. and Arcos Dorados Huoigi Inc., incorporated
herein by reference to Exhibit 4.19 to the Compamyninual Report on Form 20-F for the year endecebder 31, 2012.

4.25 ISDA Schedule to the 2012 Master Agreement datexd April 20, 2012 between Bank of America, N.Adafircos Dorados
Holdings Inc., incorporated herein by referenc&xbibit 4.20 to the Company’s Annual Report on F@@aF for the year ended
December 31, 2012.

4.26 Guarantee dated as of April 20, 2012 of Arcos DdasaComercio de Alimentos Ltda. in favor of BankAmierica, N.A. in
connection with the ISDA Master Agreement and Salethereto, each dated as of April 20, 2012, anydcanfirmations
thereunder, incorporated herein by reference tatibdh 21 to the Company’s Annual Report on FormR2for the year ended
December 31, 2012.

4.27 Confirmation dated June 8, 2012 between Arcos Dag&tbldings Inc. and Bank of America, N.A., incorgted herein by reference
to Exhibit 4.22 to the Company’s Annual Report amrz 20-F for the year ended December 31, 2012.

4.28 Credit Agreement dated as of August 3, 2011 amarg#Dorados B.V., as borrower, certain subsidsasfethe borrower, as
guarantors, and Bank of America, N.A., as lendemiporated herein by reference to Exhibit 4.28&0Company’s Annual Report
on Form 20-F for the year ended December 31, 2012.

4.29 First Amendment to Credit Agreement dated as ofust@, 2012 among Arcos Dorados B.V., as borroaetain subsidiaries of ti
borrower, as guarantors, and Bank of America, NaA.lender, incorporated herein by reference talib<h.24 to the Company’s
Annual Report on Form 20-F for the year ended Déxmrdl, 2012.

4.30 Second Amendment to Credit Agreement dated as glist2, 2013 among Arcos Dorados B.V., as borroeetain subsidiaries of
the borrower, as guarantors, and Bank of AmericA,,Nis lender, incorporated herein by referendextuibit 4.26 to the Company’s
Annual Report on Form 20-F for the year ended Déxmral, 2013.

4.31* Third Amendment to Credit Agreement dated as of 28|, 2014 among Arcos Dorados B.V., as borrowentain subsidiaries of the
borrower, as guarantors, and Bank of America, NaA.lender, filed with this Annual Report on For@iR2for the year ended
December 31, 2014.

8.1* List of subsidiaries.

12.1* Certification of the Chief Executive Officer pursiido Rule 13a-14(a) of the Securities Exchangeofdi934.

12.2* Certification of the Chief Financial Officer pursudo Rule 13a-14(a) of the Securities Exchangeofd934.

13.1* Certification of the Chief Executive Officer pursiido Rule 13a-14(b) of the Securities Exchangedhd934 and Section 1350 of
Chapter 63 of Title 18 of the United States Code.

13.2* Certification of the Chief Financial Officer pursudo Rule 13a-14(b) of the Securities Exchangedhd934 and Section 1350 of
Chapter 63 of Title 18 of the United States Code.

15.1* Consent of Pistrelli, Henry Martin y Asociados $.Rmember firm of Ernst & Young Global, indepentleggistered public
accounting firm.

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 Doenim

*  Filed with this Annual Report on Form 20-F.

** |n accordance with Rule 402 of Regulation S-T ittilermation in these exhibits shall not be deenwele “filed” for purposes of Section 18 of
the Exchange Act, or otherwise subject to the ligiof that section, and shall not be incorporabgdeference into any registration statement
or other document filed under the Securities AdherExchange Act, except as shall be expresslpshbtby specific reference in such filing.
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SIGNATURES

The registrant hereby certifies that it meets fithe requirements for filing on Form 20-F and thdttas duly caused and authorized the
undersigned to sign this annual report on its Behal

Arcos Dorados Holdings Inc.
By: /s/ José Carlos Alcantara

Name: José Carlos Alcant:
Title: Chief Financial Officer

Date: April 29, 2015
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INDEX TO FINANCIAL STATEMENTS

Audited Consolidated Financial Statements — Arcos @rados Holdings Inc.

Report of Independent Registered Public Accourfiing

Consolidated Statements of Income for the fiscatyended December 31, 2014, 2013 and 2012

Consolidated Statements of Comprehensive Incomtnéofiscal years ended December 31, 2014, 20126h2

Consolidated Balance Sheets as of December 31,&012013

Consolidated Statements of Cash Flows for thelfigears ended December 31, 2014, 2013 and 2012

Consolidated Statements of Changes in Equity fffiftal years ended December 31, 2014, 2013 a2l 20

Notes to the Consolidated Financial Statement$s Becember 31, 2014 and 2013 and for each of tleethears in the period end
December 31, 2014

F-1




Table of Contents
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
ARCOS DORADOS HOLDINGS INC.:

We have audited the accompanying consolidated balaheets of Arcos Dorados Holdings Inc. and sidrged (the “Company”ps o
December 31, 2014 and 2013, and the related cdasetl statements of income, comprehensive inconamges in equity and cash flows for €
of the three years in the period ended DecembeR@14. These financial statements are the respbtysif the Company's management. |
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaifBlo(United States). Thc
standards require that we plan and perform thetdadbbtain reasonable assurance about whethefirthecial statements are free of mate
misstatement. An audit includes examining, on & lesis, evidence supporting the amounts and disids in the financial statements. An a
also includes assessing the accounting principdesl @nd significant estimates made by managememteh as evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@a@love present fairly, in all material respedis, consolidated financial position of Ar
Dorados Holdings Inc. and subsidiaries as of Deezr8h, 2014 and 2013, and the consolidated restitteeir operations and their cash flows
each of the three years in the period ended Deaegih@014, in conformity with U.S. generally act&paccounting principles.

We also have audited, in accordance wittstandards of the Public Company Accounting Ogbtdoard (United States), the Compa
internal control over financial reporting as of Batber 31, 2014, based on criteria establishedtémial Control-Integrated Framework issued by
the Committee of Sponsoring Organizations of trea@ivay Commission (2013 framework) and our repateed March 17, 2015 expressed an
unqualified opinion thereon.

Buenos Aires, Argentina
March 17, 2015

/s/ Pistrelli, Henry Martin y Asociados S.R.L.
PISTRELLI, HENRY MARTIN Y ASOCIADOS S.R.L.
Member of Ernst & Young Global

F-2




Table of Contents

Arcos Dorados Holdings Inc.
Consolidated Statements of Income
For the fiscal years ended December 31, 2014, 26832012
Amounts in thousands of US dollars, except for sltt@ata and as otherwise indicated

REVENUES
Sales by Company-operated restaurants

2014

2013

2012

$ 3,504,30. $ 3,859,88° $ 3,634,37.

Revenues from franchised restaurants 146,76: 173,42° 163,02
Total revenues 3,651,06! 4,033,31 3,797,39:
OPERATING COSTS AND EXPENSES
Company-operated restaurant expenses:
Food and paper (1,243,90) (1,350,51) (1,269,14))
Payroll and employee benefits (734,09) (814,115 (753,12()
Occupancy and other operating expenses (997,06 (1,055,18) (984,009
Royalty fees (173,662 (188,889 (180,54°)
Franchised restaurants — occupancy expenses (63,939 (63,277) (56,057
General and administrative expenses (272,06Y (317,74 (314,619
Other operating expenses, net (95,476 (15,070 (3,267
Total operating costs and expenses (3,580,20) (3,804,78) (3,560,75)
Operating income 70,85 228,52: 236,64(
Net interest expens (72,750 (88,15¢) (54,24°)
Loss from derivative instruments (68E) (4,147 (891)
Foreign currency exchange results (74,117 (38,787 (18,420
Other non-operating income (expenses), net 14€ (84¢) (2,119
(Loss) income before income taxes (76,549 96,59« 160,96:
Income tax expense (32,479 (42,727) (46,375
Net (loss) income (109,029 53,87: 114,58t¢
Less: Net income attributable to non-controllinteiests (30%) (18) (256)

Net (loss) income attributable to Arcos Dorados Halings Inc. $ (109,33) $ 53,85« $ 114,33

(Loss) earnings per share information:
Basic net (loss) income per common share attribeit@bArcos Dorados Holdings Inc. $ (052 % 0.2¢ $ 0.5t
Diluted net (loss) income per common share attaibletto Arcos Dorados Holdings Inc. (0.52) 0.2¢ 0.5t

See Notes to the Consolidated Financial Statements.

F-3




Table of Contents

Arcos Dorados Holdings Inc.
Consolidated Statements of Comprehensive Income
For the fiscal years ended December 31, 2014, 26832012
Amounts in thousands of US dollars

2014 2013 2012

Net (loss) income $ (209,02) $ 53,87 $ 114,58t
Other comprehensive income (loss), net of tax:
Foreign currency translation (85,859 (60,827 (8,109
Defined benefit pension plan:

Net loss recognized in AOCI (544) — (1,219

Reclassification of net loss to net income 19¢ 382 —
Defined benefit pension plan (net of $178, $197 $62¥4 of income taxes for the fiscal years er
December 31, 2014, 2013 and 2012, respectively) (34EF) 382 (1,219
Cash flow hedges:

Net gains (loss) recognized in AOCI 5,15¢ 537 (4,195

Reclassification of net (gain) loss to net income (2,7972) (164) 3,101
Cash flow hedges (net of $nil of income taxes) 2,36¢€ 378 (1,099
Total other comprehensive loss (83,83 (60,06¢€) (10,41
Comprehensive (loss) income (192,86 (6,199 104,17
(Less) Plus: Comprehensive loss (income) attridatedonon-controlling interests (200 134 (277)
Comprehensive (loss) income attributable to Arcos @rados Holdings Inc. $ (193,06) $ (6,060 $ 103,90(

See Notes to the Consolidated Financial Statements.
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Arcos Dorados Holdings Inc.
Consolidated Statements of Balance Sheets
For the fiscal years ended December 31, 2014 ahd 20
Amounts in thousands of US dollars

ASSETS 2014 2013
Current assets

Cash and cash equivalents $ 139,03( $ 175,64¢
Accounts and notes receivable, net 83,00: 110,69¢
Other receivables 65,147 136,57
Inventories 53,40: 105,42:
Prepaid expenses and other current assets 84,59: 109,14
Deferred income taxes 17,18¢ 27,97«
McDonald’s Corporation’s indemnification for cong@ncies — 991
Collateral deposits 4,832 —
Total current assets 447,19¢ 666,45!
Non-current assets

Miscellaneous 78,88: 91,92«
Collateral deposits 5,32¢ 5,32¢
Property and equipment, net 1,116,28. 1,244,31.
Net intangible assets and goody 57,86« 70,37t
Deferred income taxes 75,31¢ 97,68
Derivative instruments 9,517 49C
McDonald’s Corporation’s indemnification for cong@ncies 4,39 3,69¢
Total non-current assets 1,347,58. 1,513,80:
Total assets $ 1,794,78 $ 2,180,25
LIABILITIES AND EQUITY

Current liabilities

Accounts payable $ 220,33 $ 311,06(
Royalties payable to McDonald’s Corporation 16,95: 30,66:
Income taxes payable 29,47: 29,90¢
Other taxes payable 91,29( 107,58t
Accrued payroll and other liabilities 112,07: 141,97(
Provision for contingencies 777 1,74¢
Interest payable 20,62} 21,89¢
Short-term debt 32,52¢ 7,54¢
Current portion of long-term debt 6,15¢ 4,727
Derivative instruments 10,95¢ 2,04¢
Deferred income taxes 89t —
Total current liabilities 542,06t 659,15t¢
Non-current liabilities

Accrued payroll and other liabilities 18,44( 35,44¢
Provision for contingencies 11,42; 13,07«
Long-term debt, excluding current portion 761,08( 771,17
Deferred income taxes 4,18( 6,11:
Total non-current liabilities 795,12 825,80
Total liabilities 1,337,19: 1,484,96!
Equity

Class A shares - no par value common stock; 42(000Ghares authorized; 130,216,043 shares issukd a

outstanding at December 31, 2014; 129,867,426 slissaed and outstanding at December 31, 2013 365,70: 358,82(
Class B shares - no par value common stock; 8@00Ghares authorized, issued and outstandingcerizer 31,

2014 and 2013 132,91! 132,91!
Additional paid-in capital 15,97« 17,25(
Retained earnings 244,79: 404,28
Accumulated other comprehensive losses (302,46 (218,73Y
Total Arcos Dorados Holdings Inc. shareholders’ eqity 456,91« 694,53
Non-controlling interests in subsidiaries 673 762




Total equity 457,58 695,29¢

Total liabilities and equity $ 1,794,78 $ 2,180,25!

See Notes to the Consolidated Financial Statements.
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Arcos Dorados Holdings Inc.
Consolidated Statements of Cash Flows

For the fiscal years ended December 31, 2014, a6d32012

Amounts in thousands of US dollars

Operating activities
Net (loss) income attributable to Arcos Doradosdittds Inc

Adjustments to reconcile net (loss) income attable to Arcos Dorados Holdings Inc. to cash

provided by operations:
Non-cash charges and credits:
Depreciation and amortization
Loss from derivative instruments

Amortization and accrual of letter of credit feeslaeferred financing costs

Net income attributable to non-controlling intesest
Deferred income taxes
Foreign currency exchange results
Accrued net share-based compensation expense
Loss from purchase, exchange and call of 2019 Notes
Impairment of long-lived assets and goodwill
Write-offs of property and equipment
Others, net

Changes in assets and liabilities:
Accounts payable
Accounts and notes receivable and other receivables
Inventories, prepaid and other assets
Income taxes payable
Other taxes payable
Interest payable
Accrued payroll and other liabilities and provisifmn contingencies
Others

Net cash provided by operating activities

Investing activities

Property and equipment expenditures

Purchases of restaurant businesses paid at aajuidite
Proceeds from sale of property and equipment
Proceeds from sales of restaurant businesses

Loans to related parties

Other investing activity

Net cash used in investing activities

Financing activities

Issuance of 2023 Notes

Dividend payments to Arcos Dorados Holdings Inbargholders
Net payment of derivative instrumel

Purchase and call of 2019 Notes

Issuance of 2016 Notes

Issuance of other long-term debt

Net shor-term borrowings

Other financing activities

Net cash provided by financing activities

Effect of exchange rate changes on cash and casia&nts
(Decrease) increase in cash and cash equivalents

Cash and cash equivalents at the beginning ofdéhe y

Cash and cash equivalents at the end of the year

Supplemental cash flow information:
Cash paid during the year for:
Interest

2014 2013 2012
$ (109,33) $ 5385 $ 114,33
116,81 114,86( 92,32t
68t 4,141 891
4,19t 4,36 4,34:
305 18 25€
7,41¢ 9,11: 14,22¢
55,89 23,35( 13,78¢
9,25: 7,02 1,26¢
— 23,46 —
52,91 2,95¢ 2,66¢
7,111 6,48¢ 4,25¢
5,44¢ (8,806) (2,062)
(16,129 96,95 22,57
(9,779 (43,83%) (48,16¢)
53,08: (102,36) 14,62¢
15,88« 10,77: (23,04:)
(27) 13,72 8,41
(1,05 1,49: 6,13
(19¢) (9,889 (9,956)
60€ 9,311 13,23¢
193,09 217,01 230,11
(169,81)) (313,46 (294,479
(825) (324) (6,002
3,237 7,751 6,64:
1,93¢ 6,45z —
(2,500) (2,000 (7,000
(1,00) (9,077) (5,587)
(168,969) (310,659 (306,42)
— 378,40 —
(50,03¢) (37,52) (50,03¢)
— (9,975) (4,327)

— (237,00() —

— — 149,65t
33,26 8,48: 3,07:
26,29¢ 8,74: (157)
(8,349 (8,825) (7,570
1,18¢ 102,30: 90,64t
(61,929 (17,869 (5,789)
(36,61%) (9,209) 8,55(
175,64 184,85 176,30
$ 13903 $ 17564t $ 184,85
$ 7136¢ $ 61,770 $ 5534



Income tax 13,13¢
Non-cash investing and financing activities:

Issuance of 2023 Notes as consideration for theamge of 2019 Notes $ —
Dividend declared pending of payment 12,50¢
Seller financing pending of payment and settlenoéitanchise receivables related to

purchases of restaurant businesses 1,86¢

See Notes to the Consolidated Financial Statements.

$

25,42:

98,761
12,50¢

3,711

30,70(
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Balances at December 3:

2011

Net income for the ye:

Other comprehensive

losses

Dividends to Arcos
Dorados Holdings Inc.’
shareholders ($0.24 pe
share)

Stock-based compensatic
related to the 2011
Equity Incentive Plan

Dividends on restricted
share units under the
2011 Equity Incentive
Plan

Dividends to non-
controlling interests

Balances at December 3:

2012

Net income for the ye:

Other comprehensive

losses

Dividends to Arcos
Dorados Holdings Inc.’
shareholders ($0.24 pe
share)

Issuance of shares in
connection with the
partial vesting of
outstanding restricted
share units under the
2011 Equity Incentive
Plan

Stock-based compensatic
related to the 2011
Equity Incentive Plan

Dividends on restricted
share units under the
2011 Equity Incentive
Plan

Dividends to non-
controlling interests

Balances at December 3!

2013

Net loss for the yee

Other comprehensive

losses

Dividends to Arcos

Arcos Dorados Holdings Inc.
Consolidated Statements of Changes in Equity
For the fiscal years ended December 31, 2014, a6d32012
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

Arcos Dorados Holdings Inc.” Shareholders

Class A shares of  Class B shares of Accumulated

Additional other Non-
common stock common stock L . . .
paid-in Retainec comprehensivt controlling
Number Amount Number Amount capital earnings losses Total interests  Total
129,529,41 351,65 80,000,00 132,91! 5,73¢ 336,70° (148,38 678,62: 1,00¢ 679,62¢
— — — — — 114,33 — 114,33. 25€ 114,58t
— — — — — — (10,43) (10,43 21 (10,41)
— — — — — (50,03¢) —  (50,03¢) — (50,039
— — — — 12,90( — — 12,90( —  12,90(
— — — — — (242) — (242) — (242)
— — — — — — — — (11¢) (11€)
129,529,41 351,65 80,000,00 132,91! 18,63 400,76: (158,82) 745,14: 1,167 746,31(
— — — — —  53,85¢ —  53,85¢ 18 53,87:
— — — — — — (59,914 (59,919 (152) (60,06¢)
— — — — — (50,03¢) —  (50,03¢) — (50,03
338,01«  7,16¢ — — (7,166 — — — — —
— — — — 5,782 — — 5,782 — 5,78
— — — — — (292) — (292) — (292)
— — — — — — — — (271 (27))
129,867,42 358,82( 80,000,00 132,91! 17,25( 404,28 (218,73) 694,53 76z 695,29¢

— — — — — (109,33) —  (109,33) 305 (109,029

_ _ — — — — (83,73) (83,73 (105) (83,83



Dorados Holdings Inc.’s
shareholders ($0.24 pe

Issuance of shares in
connection with the
partial vesting of
outstanding restricted
share units under the
2011 Equity Incentive

Stock-based compensatic
related to the 2011

Acquisition of non-
Dividends on restricted
share units under the

2011 Equity Incentive

Dividends to non-

Balances at December 3

share) — — — — — (50,036 — (50,036 — (50,036
Plan 348,61° 6,881 — — (6,887) — — — — —
Equity Incentive Plan — — — — 6,16:% — — 6,162 — 6,16
controlling interests — — — — (55¢) — — (55¢) (192 (750
Plan — — — — — (127) — (127 — (127)
controlling interests — — — — — — — — (97) (97)
15,97 244,79 (302,46") 456,91 672 457,58

2014 130,216,04 365,70: 80,000,00 132,91!

See Notes to the Consolidated Financial Statements.
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Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements
As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

1. Organization and nature of business

Arcos Dorados Holdings Inc. (the “Companys)a limited liability company organized and existiunder the laws of the British Virg
Islands. The Company‘fiscal year ends on the last day of December.dmpany has a 99.999% equity interest in ArcosaBos Cooperatie'
U.A., which has a 100% equity interest in Arcos &tws B.V. (‘“ADBV”).

On August 3, 2007 the Company, indirectly throutgghwholly-owned subsidiary ADBV, entered into a Stock PurehAgreement ar
Master Franchise Agreements (“MFAs”) with McDonaldCorporation pursuant to which the Company comedlethe acquisition of tl
McDonald’s business in Latin America and the Cagdab (“LatAm business”See Note 4 for details. Prior to this acquisitittre Company did n
carry out operations.

The Company, through ADBV’s wholly-owned and majprowned subsidiaries, operates and franchises Mald restaurants in tl
food service industry. The Company has operatiorieénty territories as follows: Argentina, Aruligazil, Chile, Colombia, Costa Rica, Curac
Ecuador, French Guyana, Guadeloupe, Martinique,iddePanama, Peru, Puerto Rico, Trinidad and Tobdgaguay, the U.S. Virgin Islands
St. Croix and St. Thomas and Venezuela. All restiastgrare operated either by the Compsursylbsidiaries or by independent entrepreneursr
the terms of sub-franchisee agreements (franchisees

2. Basis of presentation and principles aonsolidation

The accompanying consolidated financial statemieswe been prepared in accordance with generallgpéed accounting principles in-
United States of America (“US GAAP3nd include the accounts of the Company and itsidiainies. All significant intercompany balancesl
transactions have been eliminated in consolidafitie. Company has elected to report its consolidfieaicial statements in United States do
(“$” or “US dollars™).

3. Summary of significant accounting paties

The following is a summary of significant accougtipolicies followed by the Company in the prepamatof the consolidated financ
statements.

Use of estimates

The preparation of the consolidated financial steets in conformity with generally accepted accounprinciples requires managem
to make estimates and assumptions that affecteferted amounts of assets and liabilities and aisce of contingent assets and liabilities a
date of the financial statements and the reponeduats of revenues and expenses during the reggogriods. Actual results could differ fri

those estimates.

Foreign currency translation

The financial statements of the Companforeign operating subsidiaries are translatedctordance with guidance in ASC 830 For
Currency Matters. Except for the Company’s Venemuelperations, the functional currencies of the @amy’s foreign operating subsidiaries
the local currencies of the countries in which tleeyduct their operations. Therefore, assets afillities are translated into US dollars at
balance sheets date exchange rates, and reverieg@enses are translated at average rates pngvdilring the periods. Translation adjustm
are included in the “Accumulated other comprehemdgses” component of shareholdeglity. The Company includes foreign currency ergie
results related to monetary assets and liabild@sominated in currencies other than its functi@oatencies in its income statement.

Effective January 1, 2010, Venezuela is consideécetie highly inflationary, and as such, the finahatatements of the Compaay’
Venezuelan subsidiaries are remeasured as ifftm&tional currencies were the reporting currerid$ dollars). As a result, remeasurement ¢
and losses are recognized in earnings rather thireicumulative translation adjustment, compowéfifccumulated other comprehensive losses”
within shareholders’ equity.
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Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements

As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

3. Summary of significant accounting policies (continad)

Foreign currency translation (continued)

See Note 21 for additional information pertainingthe Companyg Venezuelan operations, including currency rdgtris and contro
existing in the country and a discussion of thehaxge rate used for remeasurement purposes.

Cash and cash eguivalents

The Company considers all highly liquid investmenith an original maturity of three months or lekem the date of purchase, to be ¢
equivalents.

Revenue recognition

The Company’s revenues consist of sales by Comppeyated restaurants and revenues from restawpetated by franchisees. Sale:
Company-operated restaurants are recognized oshabessis. The Company presents sales net of salestl other sale®lated taxes. Revent
from restaurants operated by franchisees includ&lréncome, initial franchise fees and royaltyame. Rental income is measured on a mo
basis based on the greater of a fixed rent, cordpoitea straightine basis, or a certain percentage of gross sef@srted by franchisees. Ini
franchise fees represent the difference betweenatheunt the Company collects from the franchiseg @@ amount the Company pays
McDonald’s Corporation upon the opening of a new restauvenith is when the Company has performed substhnéith initial services require
by the franchisee agreement. Royalty income reptedbe difference, if any, between the amountGbmpany collects from the franchisee anc
amount the Company is required to pay to McDonalbisporation. Royalty income is recognized in theqd earned.

Accounts and notes receivable and allowance fobtioluaccounts

Accounts receivable primarily consist of royaltyda®nt receivables due from franchisees and debitcaedit card receivables. Accol
receivable are initially recorded at fair value ashal not bear interest. Notes receivable relatemterestbearing financing granted to cert
franchisees in connection with the acquisition giipment and thirgparty suppliers. The Company maintains an allowdocedoubtful accounts
an amount that it considers sufficient to coverséssresulting from the inability of its franchiseesmake required payments. In judging
adequacy of the allowance for doubtful accounts, @ompany considers multiple factors including drisal bad debt experience, the cur
economic environment and the aging of the recegsbl

Other receivables

Other receivables primarily consist of valagded tax and other tax receivables (amounting3&145 and $60,165 as of Decembe
2014 and 2013, respectively), receivables withratependent logistic operator (amounting to $11,d98% $38,213 as of December 31, 2014
2013, respectively) and receivables from relatedigs (amounting to $1,796 and $16,773 at Dece@bef014 and 2013, respectively). O
receivables are reported at the amount expected tollected.

Inventories

Inventories are stated at the lower of cost or etarkith cost being determined on a first-in, fiostt basis.
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Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements

As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

3. Summary of significant accounting policies (continad)

Property and equipment, net

Property and equipment are stated at cost, net@fraulated depreciation. Property costs includeéscot land and building for ba
company-operated and franchise restaurants whilpegnt costs primarily relate to compamgerated restaurants. Cost of property and equit
acquired from McDonald Corporation (as part of the acquisition of LatAasiness) was determined based on its estimatehéaket value at tt
acquisition date, then partially reduced by theddtion of the negative goodwill that resulted fridme purchase price allocation. Cost of prof
and equipment acquired or constructed after thaisitipn of LatAm business in connection with then@panys restaurant reimaging and exten
program is comprised of acquisition and constructiosts and capitalized internal costs. Capitalinéztnal costs include payroll expenses rel
to employees fully dedicated to restaurant consbmoprojects and related travel expenses. Capédlipayroll costs are allocated to each
restaurant location based on the actual time speetch project. The Company commences capital@ists related to construction projects w
it becomes probable that the project will be depetb—when the site has been identified and the relatefitability assessment has been apprc
Maintenance and repairs are expensed as incurreclindulated depreciation is calculated using theightdiine method over the followir
estimated useful lives: buildings — up to 40 yebrasehold improvementsthe lesser of useful lives of assets or lease tarhish generally incluc
option periods; and equipment 3 to 12 years.

Intangible assets, net

Intangible assets include computer software casitsal franchise fees, reacquired rights undendtase agreements and letter of ci
fees.

The Company follows the provisions of ASC 3503®within ASC 350 Intangibles, Subtopic 40 Interblake Software which requires
capitalization of costs incurred in connection wdtweloping or obtaining software for internal uBbese costs are amortized over a period of
years on a straight line basis.

The Company is required to pay to McDonal@orporation an initial franchisee fee upon opgrmiha new restaurant. The initial franct
fee related to Company-operated restaurants isatizpd as an intangible asset and amortized dra@ist-line basis over the term of the franchise.

A reacquired franchise right is recognized as aanigible asset as part of the business combinaticche acquisition of franchis
restaurants apart from goodwill with an assignedrizable life limited to the remaining contractdaim (i.e., not including any renewal perio
The value assigned to the reacquired franchise egbludes any amounts recognized as a settlen@ntagg loss and is limited to the va
associated with the remaining contractual termaretating conditions for the acquired restaurartte. reacquired franchise right is measured 1
a valuation technique that considers restauraashk flows after payment of an @arket royalty rate to the Company. The cash flavesprojecte
for the remaining contractual term, regardless bétlver market participants would consider potemtiaitractual renewals in determining its
value.

Letter of credit fees are amortized on a straigig-basis over the term of the Letter of Credit.

Impairment and disposal of lodiyed assets

In accordance with the guidance within ASC 360-50tBe Company reviews loriyed assets for impairment whenever events or gés
in circumstances indicate the carrying value ofahget may not be recoverable. For purposes awaw assets for potential impairment asset
grouped at a country level for each of the opegatirarkets. The Company manages its restaurantgiemip or portfolio with significant comm
costs and promotional activities; as such, eactauesnts cash flows are not largely independent of thdn dlsvs of others in a market. If
indicator of impairment exists for any grouping axfsets, an estimate of undiscounted future cas¥s flijoduced by each individual restau
within the asset grouping is compared to its cagyalue. If an individual restaurant is determitede impaired, the loss is measured by
excess of the carrying amount of the restaurant ibsdair value considering its highest and bes#,las determined by an estimate of discol
future cash flows or its market value.

F-10




Table of Contents

Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements
As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

3. Summary of significant accounting policies (continad)

Impairment and disposal of lofliyed assets (continued)

During June 2014, the Company performed an impaitrtesting of its londived assets in Venezuela considering the operdtiage
incurred in this market as a consequence of thegaogis currency exchange rate change (indicator of patémpairment), as mentioned in N
21. As a result of this analysis, the Company medran impairment charge of $45,186, primarily eisded to a real estate acquired during
fourth quarter of 2013, using a fair market vadyproach. The impairment charge also included iceréstaurants with undiscounted future ¢
flows insufficient to recover their carrying valugfterwards, in the fourth quarter, the Companyeased all markets for impairment indicators. .
result of these assessments, the Company perfdiraechpairment testing of its long-lived assetthia following markets:

2014 2013 2012
Puerto Rico Yes Yes Yes
Mexico Yes Yes Yes
Peru Yes Yes Yes
Aruba Yes Yes Yes
Curacao Yes Yes Yes
usvi Yes Yes Yes
Venezuela Yes No No
Colombia Yes Yes No

As a result of the impairment testing the Compatprded the following impairment charges for thekets indicated below:

Fiscal year Markets Total
2014 Mexico, Puerto Rico, Peru, Colombia and Venezuela $ 50,88¢
2013 Mexico, Puerto Rico and Peru 2,95¢
2012 Mexico, Puerto Rico and Peru 1,98:

Goodwill

Goodwill represents the excess of cost over thimagtd fair market value of net tangible assetsidedtifiable intangible assets acquil
In accordance with the guidance within ASC 350 rigtelesGoodwill and Other, goodwill is stated at cost aadiewed for impairment on
annual basis. The annual impairment test is mgstiformed during the fourth quarter of the fiscahy and compares the fair value of ¢
reporting unit, generally based on discounted &tash flows, with its carrying amount including gedld If the carrying amount of the reporti
unit exceeds its fair value, an impairment lossyé&asured as the difference between the impliedvfdire of the reporting ung’goodwill and th
carrying amount of goodwill. As a result of the lysas performed during fiscal years 2014 and 2612 Company recorded impairment charge
the full amounts of goodwill that had been genetatethe acquisition of restaurants in Puerto Ridee impairment charges amounting to $2,0:

2014 and $683 in 2012 are included within “Otheeraging expenses, neiti the consolidated statements of income. No inmpaitts of goodwi
were recognized during fiscal year 2013.
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Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements
As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

3. Summary of significant accounting policie (continued)

Advertising costs

Advertising costs are expensed as incurred. Adsiegiexpenses related to Compamperated restaurants were $146,363, $160,18
$147,194 in 2014, 2013 and 2012, respectively. Athirg expenses related to franchised operatienad affect the Company’expenses sin
these are recovered from franchisees. Advertiskpgreses related to franchised operations were $848#19,820 and $46,614 in 2014, 2013
2012, respectively.

Accounting for income taxes

The Company records deferred income taxes usingjabiéity method. Deferred tax assets and liaigititare recognized for the future
consequences attributable to differences betweeffilancial statement carrying amounts of existisgets and liabilities and their respective
bases. The guidance requires companies to sevajuaion allowance for that component of net deft tax assets which does not meet the
likely than not criterion for realization.

Deferred tax assets and liabilities are measuratyenacted tax rates expected to apply to taxagleme in the years in which the
temporary differences are expected to be recovaredttled. The effect on deferred tax assetsiabdities of a change in tax rates is recognizi
income in the period that includes the enactmeta. da

The Company is regularly audited by tax authorjti@sd tax assessments may arise several yearstaftaeturns have been file
Accordingly, tax liabilities are recorded when, imanagemens$’ judgment, a tax position does not meet the m&sdylthan not threshold f
recognition. For tax positions that meet the mikely than not threshold, a tax liability may beeseded depending on managemsrtssessment
how the tax position will ultimately be settled.eT@ompany records interest and penalties on unnémed)tax benefits in the provision for incc
taxes.

Accounts payable outsourcing

The Company offers its suppliers access to an atsqayable services arrangement provided by tartly financial institutions. Th
service allows the Comparsy/suppliers to view its scheduled payments onkmapling them to better manage their cash flowraddce payme
processing costs. Independent of the Companyjradial institutions also allow suppliers to dbkir receivables to the financial institutionsair
arrangement separately negotiated by the suppigthe financial institution. The Company has noreenic interest in the sale of these receivz
and no direct relationship with the financial itgiions concerning the sale of receivables. Allhef Companys obligations, including amounts d
remain to the Company’suppliers as stated in the supplier agreemestsf ®ecember 31, 2014 and 2013, $1,850 and $1r85pectively, of tF
Company'’s total accounts payable are availabl¢hisrpurpose and have been sold by suppliers t@jpating financial institutions.

Sharebased compensation

The Company recognizes compensation expense aiseserequired to earn the benefits are rendered.NBge 16 for details of tl
outstanding plans and the related accounting gslici

Derivative financial instruments

The Company utilizes certain hedge instruments &mage its interest rate and foreign currency rafgosures, among others. ~
counterparties to these instruments generally ajemfinancial institutions. The Company does noldhor issue derivative instruments for trac
purposes. In entering into these contracts, the faom assumes the risk that might arise from thaiplesinability of counterparties to meet
terms of their contracts. The Company does notexquey losses as a result of counterparty defadltglerivatives are recognized as either as
or liabilities in the balance sheets and are meabsat fair value. Additionally, the fair value asfjments will affect either shareholdeesjuity a:
accumulated other comprehensive income (loss) bimmeme (loss) depending on whether the derivaingrument qualifies as a hedge
accounting purposes and, if so, the nature of gugimg activity.
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Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements

As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

3. Summary of significant accounting policies (continad)

Severance payments

Under certain laws and labor agreements of the tdesnin which the Company operates, the Compamgdsiired to make minimu
severance payments to employees who are dismisgbdutvcause and employees leaving its employmentertain other circumstances. -
Company accrues severance costs if they relatertices already rendered, are related to rightsabeumulate or vest, are probable of payi
and can be reasonably estimated. Otherwise, seepmayments are expensed as incurred.

Provision for contingencies

The Company accrues liabilities when it is probabigt future costs will be incurred and such casis be reasonably estimated. £
accruals are based on developments to date, the&@unrs estimates of the outcomes of these mattetttee Company’s lawyergxperience i
contesting, litigating and settling other mattéss.the scope of the liabilities becomes betterrdefj there may be changes in the estimates of
costs. See Note 17 for details.

Comprehensive income

Comprehensive income includes net income as clyresported under generally accepted accountingcjpies and also includes -
impact of other events and circumstances from neneo sources which are recorded as a separate oemipof shareholdersquity. The
Company reports foreign currency translation gaimd losses, unrealized results on cash flow headg@ll as unrecognized prior service cos
post-employment benefits as components of compsfeimcome.

Recent accounting pronouncements

In May 2014, the FASB issued guidance codified at@unting Standards Codification (ASC) 606, “ReveRecognition Revenue fror
Contracts with Customers,” which amends the guidandormer ASC 605, “Revenue Recognitioarid becomes effective beginning Janua
2017. The standarsl’core principle is that a company must recogniemue when it transfers promised goods or sentesistomers, in
amount that reflects the consideration to whichax@pany expects to be entitled in exchange faalgmods or services. The Company is curr
evaluating the impact of the provisions of ASC 606.

In August 2014, the FASB issued new guidance rélaédethe disclosures around going concern. The siawdard provides guidar
around management’s responsibility to evaluate hdrethere is substantial doubt about an ermstigbility to continue as a going concern ar
provide related footnote disclosures. The new stahds effective for fiscal years, and interim pes within those fiscal years, beginning ¢
December 15, 2016. Early adoption is permitted. &Heption of this standard will not have a mateimpact on the Company’financia
statements.

No other new accounting pronouncement issued @cife during the periods had or is expected toehavmaterial impact on t
Company'’s consolidated financial statements.

4. Acquisition of businesses
LatAm Business

On August 3, 2007, the Company, indirectly throitghwvholly-owned subsidiary ADBV, entered into a Stock Purehagreement wit
McDonald’s Corporation pursuant to which the Compeompleted the acquisition of the McDonaldfusiness in Latin America and the Caribl
for a final purchase price of $698,080.

The acquisition of the LatAm business was accoufaedby the purchase method of accounting and, rdaegly, the purchase price w
allocated to the assets acquired and liabilitissimed based on the estimated fair values at tleeadacquisition. When the fair value of the
assets acquired exceeded the purchase price,siémg negative goodwill was allocated to paryiattduce the fair value of the neosrent asse
acquired on a pro-rata basis.
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4, Acquisition of businesses (continued)

LatAm Business (continued)

In connection with this transaction, ADBV and certaubsidiaries (the “MF subsidiaries”) also entemeto 20year Master Franchi
Agreements (“MFAs”) with McDonald’s Corporation vehi grants to the Company and its MF subsidiariegdhowing:

i. The right to own and operate, directly or indingcftanchised restaurants in each territory;

ii. The right and license to grant sub franchises ahnéerritory;

ii. The right to adopt and use, and to grant the aghitlicense to sub franchisees to adopt and useyttem in each territory;

iv. The right to advertise to the public that it isanchisee of McDonald’s;

v. The right and license to grant sub franchises abticenses of each of the foregoing rights anchbes to each MF subsidiary.

The Company is required to pay to McDonal@orporation continuing franchise fees (Royalgsleon a monthly basis. The amount t
paid during the first 10 years of the MFAs is eqwab% of the US dollar equivalent of the grossdpiet sales of each of the franchised restaui
This percentage increases to 6% and 7% for theegubksit two Srear periods of the agreement. Payment of montijglties is due on the seve
business day of the next calendar month.

Pursuant to the MFAs provisions, McDonaldCorporation has the right to (a) terminate theAs|For (b) exercise a call option over
Company’s shares or any MF subsidiary, if the Campar any MF subsidiary (i) fails to comply withetMcDonalds System (as defined in
MFASs), (ii) files for bankruptcy, (iii) defaults oits financial debt payments, (iv) substantialliisfdo achieve targeted openings and reinvestr
requirements, or (v) upon the occurrence of angroghrent of default as defined in the MFAs.

Other acquisitions

During fiscal years 2014, 2013 and 2012, the Compacoquired franchised restaurants in certain teies. Presented below
supplemental information about these acquisitions:

Purchases of restaurant businesses: 2014 2013 2012

Property and equipment $ 58: % 2,18¢ $ 1,79:
Identifiable intangible assets 51¢ 6,62¢ 6,061
Goodwill 2,02¢ — 1,19¢
Assumed debt — (317 —
Gain on bargain purchase of franchised restaurants (77) (3,827) (1,167
Purchase price 3,05¢ 4,67( 7,88¢
Restaurants sold in exchange — (63E) —
Settlement of franchise receivables (1,43¢) — (1,88%)
Seller financing (79¢) (3,71 —
Purchase price paid at acquisition date $ 82t $ 324 % 6,004
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5. Accounts and notes receivable, net

Accounts and notes receivable, net consist ofdhevfing at year end:

2014 2013
Receivables from franchisees $ 38,33( $ 52,47¢
Debit and credit card receivables 38,82¢ 39,09¢
Meal voucher receivables 12,96: 14,37¢
Notes receivabl 2,25¢ 9,84¢
Allowance for doubtful accounts (9,379 (5,099

$ 83,000 $ 110,69t

6. Prepaid expenses and other current &ts

Prepaid expenses and other current assets cohtlist following at year end:

2014 2013
Prepaid taxes $ 43,22¢ % 45,78:
Prepaid expenses 29,27¢ 48,57¢
Promotion items 12,08¢ 14,78¢

$ 84,59: $ 109,14

7. Property and equipment, net

Property and equipment, net consist of the follgan year-end:

2014 2013
Land $ 171,77¢ $ 190,42
Buildings and leasehold improvements 704,63t 727,56
Equipment 620,16t 686,74
Total cost 1,496,57 1,604,73!
Total accumulated depreciation (380,29) (360,429

$ 1,116,28 $ 1,244,31

Total depreciation expense for fiscal years 200432and 2012 amounted to $101,703, $96,563 an&&3,7/respectively.
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8. Net intangible assets and goodwill

Net intangible assets and goodwill consist of tilofving at year-end:

2014 2013

Net intangible assets (i)

Computer software cost $ 64,100 $ 69,31¢
Initial franchise fees 18,13¢ 25,62¢
Reacquired franchised rights 9,87¢ 11,62¢
Letter of credit fees 94( 94(
Others 1,00( —
Total cost 94,057 107,51
Total accumulated amortization (51,08¢) (54,047)
Subtotal 42,96¢ 53,47
Goodwill (ii)

Mexico 6,84( 7,74¢
Brazil 6,24 7,021
Ecuador 278 278
Peru 18¢ 201
Chile 1,22 1,41¢
Colombia 11¢ 24¢
Subtotal 14,89: 16,90/

$ 57,86: $ 70,37¢

0] Total amortization expense for fiscal years 2011, 2and 2012 amounted to $15,108, $18,297 and #84r8spectively. The estima
aggregate amortization expense for each of thesfiveeeding fiscal years and thereafter is asviisti$15,108 for 2015, $11,332 for 20
$2,223 for 2017; $2,223 for 2018; $2,223 for 2049 thereafter $9,860.

(i) Related to the acquisition of franchised restagréiexico, Brazil, Peru, Chile and Colombia) andiswontrolling interests in subsidiar
(Ecuador and Chile).

9. Accrued payroll and other liabilities

Accrued payroll and other liabilities consist oétfollowing at year end:
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9. Accrued payroll and other liabilities(continued)
2014 2013

Current:

Accrued payroll $ 82,3%¢ $ 101,18t
Long-term incentive plan 80¢€ 3,62(
Dividends payable 12,50¢ 12,50¢
Accrued expenses 8,72( 13,42:
Amnesty program — 2,22(
Other liabilities 7,641 9,01¢€

$ 112,07. $ 141,97

Non-current:

Long-term incentive plan $ — 3 1,302
Amnesty program — 15,59¢
Other liabilities 18,44( 18,54¢

$ 18,44C $ 35,44¢

10. Short-term debt

Short-term debt consists of the following at yead:e

2014 2013
Bank overdrafts (i) $ 52¢ % 7,15¢
Other short-term loans (ii) 32,00( 39:

$ 32,52¢ $ 7,54¢

(i)  As of December 31, 2013, mainly comprised of anrdnadt granted byBanco Francésn Argentina totaling 43.5 million of Argenti
Pesos(equivalent to $6,676 at yeand exchange rate). This overdraft matured in APBil4 and accrued interest at an annual re
21.75%. During January 2014 this overdraft wadezbtiefore its maturity.

(i)  As of December 31, 2014, mainly comprised of a Igamted by Citibank in Colombigotaling $32 million. This loan matures in Jant
2015 and accrues interest at a weighted-averageabrate of 2.34%.

Revolving Credit Facility

On August 2, 2013, ADBV renewed its committed reireg credit facility with Bank of America, N.A., dender, for up to $75 millic
maturing on August 3, 2015. The obligations of ADB¥der the revolving credit facility are jointly érseverally guaranteed by certain of
Companys subsidiaries on an unconditional basis. This lvévg credit facility will permit the Company to b@w money from time to time
cover its working capital needs and for other geheorporate purposes. Each loan made to ADBV utiterrevolving credit facility will be:
interest at an annual rate equal to LIBOR plus &.50hterest on each loan will be payable on the dditany prepayment, at maturity and ¢
quarterly basis, beginning with the date that is¢hcalendar months following the date the loanasle.

The revolving credit facility includes customaryenants including, among others, restrictions enability of ADBV, the guarantors a
certain material subsidiaries to: (i) incur lieli$), enter into any merger, consolidation or amatg#ion; (iii) sell, assign, lease or transfer a
substantially all of the borrower’s or guaransobusiness or property; (iv) enter into transactinth affiliates; (v) engage in substantially ditn
lines of business; (vi) engage in transactions Vi@ate certain antierrorism laws; and (vii) permit the consolidatezt mdebtedness to EBITL
ratio to be greater than 3.0 to 1 on the last dagng fiscal quarter of the borrower. The revolviergdit facility provides for customary event:
default, which, if any of them occurs, would permnitrequire the lender to terminate its obligatioprovide loans under the revolving credit fag
and/or to declare all sums outstanding under the documents immediately due and payable.
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10. Short-term debt (continued)

Revolving Credit Facility (continued)

No amounts are due at the date of issuance of twesmlidated financial statements in connectich #iis revolving credit facility.
11. Long-term debt

Long-term debt consists of the following at yead:en

2014 2013
2023 Notes $ 468,97t $  468,47(
2016 Notes 254,96: 287,54
Capital lease obligations 5,652 7,56
Other long-term borrowings 37,64¢ 12,31¢
Total 767,23t 775,89¢
Current portion of long-term debt 6,15¢€ 4,727
Long-term debt, excluding current portion $ 76108 $ 771,17:

2023 and 2016 Notes

On September 27, 2013, the Company issued senies mdich are due in 2023 (the “2023 NoteF8riodic payments of principal are
required and interest is paid seamnually commencing on March 27, 2014. The grossqeds from the cash issuance of 2023 Notes amguia
$378,409 were partially used to finance the pureltd2019 Notes discussed below and to repay cevfahe Company’s short-term debt.

The Company recorded the portion of 2023 Notesids$u exchange for cash at the original price @f.909%. The portion of 2023 No
issued as consideration for the partial exchang®ap Notes was recorded at the carrying valub@®019 Notes since there were no subste
modifications to the terms of the debts accordmg?EC 470-5040. The net discount amounting to $5,420 (comprisied discount of $8,8:
related to the nowash issuance, partially offset by $3,409 of a jmenrelated to the cash issuance) is being accieted the term of the 20
Notes and recognized as a higher interest expéime Company incurred $3,313 of financing coststeeldo the cash issuance of 2023 N¢
which were capitalized as deferred financing c¢&$C”") and are being amortized over the life oé thotes.

On July 13, 2011, the Company issued Brazilears meates due in 2016 (the “2016 Note®griodic payments of principal are not requ
and interest is paid serainually beginning on January 13, 2012. The Compacwyrred $3,699 of financing costs related to ¢hissuances, whi
were capitalized as deferred financing costs aadaing amortized over the life of the notes.

The 2023 and 2016 Notes (the “Noteafe redeemable, in whole or in part, at the optibthe Company at any time at the applic
redemption price set forth in the indenture govagrthem. The Notes are fully and unconditionallaigunteed on a senior unsecured basis by ¢
of the Companys subsidiaries. The Notes and guarantees (i) anersensecured obligations and rank equal in righpayment with all of th
Company’s and guarantors’ existing and future seaisecured indebtedness; (ii) will be effectivplpior to all of Company’s and guarantors’
existing and future secured indebtedness to thenextf the value of the Compasyassets securing that indebtedness; and (iiist@neturally
subordinated to all obligations of the Company’ssidiaries that are not guarantors.
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11. Long-term debt (continued)

2023 and 2016 Notes (continued)

The indenture governing the Notes limits the Conyfsaand its subsidiariesibility to, among other things, (i) create liens; énter intc
sale and leasback transactions; and (iii) consolidate, mergetransfer assets. These covenants are subject tortamp qualifications ar
exceptions. The indenture governing the Notes plawides for events of default, which, if any ofith occurs, would permit or require
principal, premium, if any, and interest on alttleé then-outstanding 2023 and 2016 Notes to beddgayable immediately.

The Notes are listed on the Luxembourg Stock Exgbamd trade on the Euro MTF Market.
2019 Notes

In October 2009, ADBYV issued senior notes for agregate principal amount of $450,000 at a pric6%136% (the “2019 Notes"Y.he
2019 Notes matured on October 1, 2019 and boreesttef 7.5% per year. Periodic payments of prialcipere not required under the 2019 N¢
Interest was paid semi-annually.

On July 18, 2011 the Company redeemed 31.42% at,$0@ of the outstanding principal amount of itd2MNotes at a redemption pr
of 107.5% plus accrued and unpaid interest.

On September 10, 2013 the Company launched a tandeexchange offer pursuant to which it offereéxchange any and all of ADE
outstanding 2019 Notes for newly issued 2023 Natas to purchase any and all of ADBV outstanding®20btes for cash. The tender .
exchange offer expired on September 23, 2013 aridb@c 7, 2013, respectively. At September 30, 20E3Company accepted and exchai
$89,955 of ADBV 2019 Notes and accepted and pusth&418,366 of ADBV 2019 Notes that were tenderaal o September 23, 2013 (the e
exchange date and tender expiration date). Thé aggregate amount exchanged or purchased was3®2208&epresenting 67.5% of the t
outstanding principal amount of the 2019 Notes. Toenpany issued senior notes due 2023 for an aggregincipal amount of $98,225 and ¢
$51 in cash as consideration for the exchange .Cdmpany paid $128,131 as tender consideratiorhfoptirchase (equal to a redemption pric
108.25%). The Company also paid $7,638 in casladorued and unpaid interests related to the tedderé exchanged debt. On October 7, z
the Company accepted and exchanged $512 of ADB\9 20dtes that were tendered after the early exchalage and before the excha
expiration date in connection with the tender anchange offer that had been launched in Septen®ES. Zrhe Company issued additional 2
Notes for an aggregate principal amount of $542paid $2 in cash as consideration for this additi@exchange

In addition, on December 17, 2013, the Companyaised its option to redeem all of the then outstamgrincipal amount of ADBV 201
Notes ($99,767) at a redemption price equal to 1Z¥%. As a result, the Company paid $108,875 plyS8® of accrued and unpaid inter
related to the called portion of the 2019 Notes.

As a result of the purchase, exchange and calrithesicabove, the Company incurred a ¢inge loss amounting to $23,467. This loss
comprised of (i) $18,873 related to the consideratn excess of the principal amount of the puretasnd called debt, (ii) $2,599 related to
accelerated amortization of deferred financing £o$tthe purchased and called debt, (iii) $1,12&tee to the accelerated accretion of the oril
discount of the purchased and called debt, andb@8B related to the costs incurred in connectigh tihe exchange offer.The exchange of de
was accounted for as a modification of debt ansiua, the related effects are being recognizedppatively based on a new effective interest
of the 2023 Notes. Loss from the purchase andofatie 2019 Notes at a price higher than the nomialme amounted to $18,873 in 2013. ~
charge is included within “Net interest expensethia consolidated statements of income.
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Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements

11. Long-term debt (continued)

Other required disclosures

The following table presents additional informatiefated to the 2023 Notes, 2016 Notes and 2018Not

Principal as of December 31

Annual interest rate Currency 2014 2013 Maturity
2023 Notes 6.625% usD $ 473,760 $ 473,76 September 27, 2023
2016 Notes 10.25% BRL 253,98¢ 285,76. July 13, 2016
2019 Notes 7.5% USD — — October 1, 2019
Interest Expense (i) DFC Amortization (i) Accretion of Premium (i)
2014 2013 2012 2014 2013 2012 2014 2013 2012
2023 Notes $ 31,387 $ 8,19% $ — $ 43¢ $ 10¢ $ — $ 50€ $ 12z % =
2016 Notes 28,79¢ 31,41¢ 30,05: 77¢ 77 704 — — —
2019 Notes — 18,76¢ 23,14: — 3,05¢ 61C — 1,80z 26€
(i) These charges are included within "Net inteeegtense" in the consolidated statements of income.
At December 31, 2014, future payments relatededdmpany’s long-term debt are as follows:
Principal Interest Total

2015 $ 6,15¢ $ 61,36¢ $ 67,52t
2016 257,23 60,77¢ 318,01!
2017 3,26: 34,43¢ 37,70
2018 4,45( 34,05¢ 38,50¢
2019 4,47¢ 33,64¢ 38,12:
Thereafter 495 ,47: 130,89« 626,36t
Total payments 771,05: 355,18 1,126,23!
Interest — (355,18)) (355,18))
Discount on 2023 Notes (7,772 — (7,772
Premium on 2023 Notes 2,981 — 2,981
Premium on 2016 Notes 974 — 974
Long-term debt $ 767,23t $ — $ 767,23t

F-20




Table of Contents

Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements
As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

12. Derivative instruments

Derivatives not designated as hedging instruments

Bond swaps

On December 10, 2009, the Company decided to hedgeof the Compang’ currency exposure from the 2019 Notes coupon patt
related to the Company’s generation of cash flow®iazilian reais. Therefore in December 2009 ADBMered into two coupon-only cross-
currency interest rate swap agreements (bond swefis)JP Morgan and Morgan Stanley to convert digorof the coupons of the 2019 Nc
denominated in US dollars to Brazilian reais.

On April 24, 2012 the Company settled these dexigatbefore their maturity. During fiscal year 20122 Company made net payment
the counterparties totaling $4,322 and recogniztdosses of $1,738 in connection with these agee¢sn The abovementioned loss is inclt
within “Loss from derivative instruments” in the @pany’s consolidated statement of income.

Total equity return swap

The Company is exposed to stock price risk releae®DBYV Long-Term Incentive Plan as the underlyliapility is tied to the Company’
stock price (see Note 16 for details). As the Camgfsastock price changes, such liability is adjdsémd the impact is recorded in the Company’
consolidated statement of income within “General administrative expensesOn August 13, 2012 the Company entered into a &afaity retur
swap agreement with Goldman Sachs Internationatder to minimize earnings volatility related tasthisk, which was renewed twice and mat
on September 12, 2015.

Under the agreement effective as from August 2022¢he Company receives (pays) the appreciatieprétiation), plus any dividen
on a notional number of 1,022,551 Class A share&7551 at the inception) over a reference pricapproximately $13.77 per share. -
Company in turn pays interests atm®nth LIBOR plus 450 basis points (330 basis poattshe inception and 380 between August 201z
September 2014) over a US dollar notional amoudt @0 at the inception). The Company may, priantdurity of the agreement and subjet
certain limitations, reduce the notional numbeCtdss A shares underlying the total equity retwvapstransaction. The counterparty can term
the swap agreement if (i) the average of the Coryigastock price for any three consecutive exchangebss days is less than $5.15 ($7.57 ¢
inception); or (i) on any day, there is a declofel0% or more in the price with respect to thesitig price of the preceding business day an
price per share at such time is less than $8.9%ijipthe consolidated net indebtedness to EBITE#o is greater than 3.0to 1 (2.5to 1 al
inception).

During fiscal year 2013 the Company reduced th@nat number of class A shares underlying the tetplity return swap transaction
1,250,000 shares (equivalent to a notional amou$i18,211). The Company paid $1,731 as settlenfethtese share reductions (including inter
and fees) during fiscal year 2013.

As from September 23, 2014, the Company is requivethake a collateral deposit equal to the excétbeo mark-tomarket above
threshold of $3,000, being $500 the incrementaisbds of December 31, 2014, the collateral amotmt4,832 and is presented as a current
within “Collateral deposits”.

The Company has not designated the swap as a ledige ASC 815. Therefore, the agreement was caatiddir market value in tl
consolidated balance sheets with changes repartedrnings, within “General and administrative exqes”. The interest portion is recorded wit
“Net interest expense” in the Company’s consolidaatement of income.

During fiscal years 2014, 2013 and 2012, the Compaaid interests amounting to $593, $746 and $348§pectively. See additior
disclosures below for further information abousthivap.
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12. Derivative instruments (continued)

Derivatives designated as hedging instruments
Forward contracts

The Company has entered into various forward cotstran a few territories in order to hedge a paortaf the foreign exchange r
associated with forecasted imports of goods. Tfexebf the hedges result in fixing the cost of d@acquired (i.e. the net settlement or colle
adjusts the cost of inventory paid to the supplidrsrelation to these agreements, during fisearg 2014, 2013 and 2012, the Company purc
a total amount of $30,454, $17,633 and $23,26 heas/ely. As of December 31, 2014, the Companyfbasard contracts outstanding witl
notional amount of $12,375 that mature during 2015.

The Company made net collections (payments) tadih451, $628 and $(949) during fiscal years 2@D43 and 2012, respectively, ¢
result of the net settlements of these derivatiBes. additional disclosures below for further infation about these forward contracts.

Crosscurrency interest rate swaps

On April 24, 2012, the Company entered into a cassency swap agreement with Bank of America togeetthe cash flows of a porti
of the 2016 Notes. Pursuant to this agreementCtirapany received interests at a fixed rate of 2@.2er a notional amount of 70 million
Brazilian reais and paid interests at a fixed cdtd.90% over a notional amount of $37,433. Thieeagient used to mature on July 13, 2016
exchange of principal. However, it was settled befts maturity.

The Company collected $1,828 and $372 of net istdrem the counterparty during fiscal years 20&8 2012, respectively. On Octo
4, 2013, the Company settled the swap agreemeotebeé maturity for $9,975. As a result, the Compeecorded a loss from the early settler
amounting to $4,187, which was included within “kdsom derivative instruments” in the income statemm

On November 7, 2013, the Company entered into ssexrrency interest rate swap agreement with JP Mo@jease Bank, N.A., to hec
all the variability in a portion (53.08)% of theipezipal and interest collections of its BRL intengpany loan receivable with ADBV. All the terms
the swap agreement match the terms of the BRLdotepany loan receivable. Pursuant to this agregrifenCompany receives interests at a 1
rate of 4.38% over a notional amount of 47.3 millaf US dollars and pays Brazilian reais interasts fixed rate of 13% over a notional amoul
R$108 million on March 31 and September 30 of epedr. This agreement matures on September 29, @@B3exchange of principal. T
Company paid $3,51uring fiscal year 2014.

See additional disclosures below for further infation about these swap agreements.
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12. Derivative instruments (continued)

Additional disclosures

The following table presents the fair values ofidive instruments included in the consolidatethbee sheets as of December 31, :
and 2013:

Asset (Liability) Derivatives

Fair Value
Type of Derivative Balance Sheets Location 2014 2013
Derivatives designated as hedging instruments uh8€&r 815
Derivatives and Hedging
Forward contracts Other receivables $ 857 $ 382
Cross-currency interest rate swap (i) Derivative instruments 6,56¢ (180)
7,42 20z
Derivatives not designated as hedging instrumemieuASC 81&
Derivatives and Hedging
Total equity return swap (ii) Derivative instruments $ (8,000 $ (1,379
(8,006) (1,37¢)
Total derivative instruments $ (584 $ (1,175
0] At December 31, 2014, presented in the consolidaédgince sheet as follows: $9,517 as a cunment asset and $2,952 as a cu

liability. At December 31, 2013, presented in tumsolidated balance sheet as follows: $490 asnecmwent asset and $670 &
current liability.
(ii) Presented in the consolidated balance sheet asemtliability.

The following tables present the pretax amountscéifig income and other comprehensive income feffiftal year ended December
2014 for each type of derivative relationship:

Gain (Loss)
Recognized it
Income on
(Gain) Loss  Derivative
Gain (Loss) Reclassified (Amount

Recognized it from Excluded
Accumulated Accumulated from

OCl on OCl into Effectiveness

Derivative Income Testing and

Derivatives in Cash Flow (Effective (Effective Ineffective

Hedging Relationships Portion) Portion)(i) Portion)

Forward contracts $ 1,92t $ (1,45) $ —

Cross-currency interest rate swap 3,23: (1,340 —

Total $ 515¢ $ (2,792 $ =
0] The gain recognized in income related to forwandtiaets was recorded as an adjustment to food aperpThe net gain recognizet

income related to the crossirency interest rate swaps is presented in theatolated income statement as follows: a gain500&
as an adjustment to foreign exchange results dossaf $3,743 as an adjustment to net intere s rese
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12. Derivative instruments (continued)

Additional disclosures (continued)

Loss
Recognized
in Income
on
Derivative
Derivatives Not Designated as Hedging Instruments instruments
Total equity return swap (ii) $ (7,22))
Others (iii) (68E5)
Total $ (7,906
(ii) A $6,861 loss is recorded within “General and adstiative expenses” and a $360 loss within “Netiiest expensefn the
Company'’s consolidated statement of income.
(i) These results are recorded within “Loss from déieainstruments” in the Company’s consolidatedesteent of income.

The following tables present the pretax amountscéifig income and other comprehensive income feffiftal year ended December
2013 for each type of derivative relationship:

Gain (Loss)
Recognized ir
Income on
(Gain) Loss  Derivative
Gain (Loss) Reclassified (Amount

Recognized ir from Excluded
Accumulated Accumulated from
OClon OCl into Effectiveness
Derivative Income Testing and
Derivatives in Cash Flow (Effective (Effective Ineffective
Hedging Relationships Portion) Portion)(i) Portion)(ii)
Forward contracts $ 1,011 $ (628) $ —
Settled cross-currency interest rate swap (294) 1,43¢ (4,187%)
Outstanding cross-currency interest rate swap (180) (972) =
Total $ 537 $ (1649 $ (4,187)
0] The gain recognized in income related to forwansti@aets was recorded as an adjustment to food aperpThe net loss recognizec

income related to the cross-currency interestsasps is presented in the consolidated incomenséatieas follows: a loss of $921 as
an adjustment to foreign exchange results andraaf&@457 as an adjustment to net interest expi

(ii) Related to the loss incurred in connection withgbttlement of the cross-currency interest ratgosagreement before its maturity.
This result is recorded withi“Loss from derivative instrumer” in the Compan’s consolidated statement of incor

Gain (Loss)
Recognized
in Income
on
Derivative

Derivatives Not Designated as Hedging Instruments instruments
Total equity return swap (iii) $ 97
Others (iv) 46
Total $ 143




(i) A $630 gain is recorded within “General and adntiaiive expenses” and a $533 loss within “Net ieséexpense” in the Compasy’
consolidated statement of income.
(iv) These results are recorded within “Loss from déieainstruments” in the Company’s consolidatedesteent of income.
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12. Derivative instruments (continued)

Additional disclosures (continued)

The following tables present the pretax amountscéifig income and other comprehensive income feffiftal year ended December
2012 for each type of derivative relationship:

Gain (Loss)
Recognized ir
Income on
(Gain) Loss  Derivative
Gain (Loss) Reclassified (Amount

Recognized ir from Excluded
Accumulated Accumulated from
OClon OCl into Effectiveness
Derivative Income Testing and
Derivatives in Cash Flow (Effective (Effective Ineffective
Hedging Relationships Portion) Portion)(i) Portion)
Forward contracts $ (901) $ 94¢ $ —
Settled cross-currency interest rate swap (3,299 2,152 —
Total $ (4,195 $ 3,101 $ =

(i) The loss recognized in income related to forwanstreets was recorded as an adjustment to food apérpThe net loss recognize:
income related to the crosstrency interest rate swap is presented in theamated income statement as follows: a loss ¢31Ba
an adjustment to foreign exchange results andraafaé1,162 as an adjustment to net interest expens

Gain (Loss)
Recognized
in Income
on
Derivative
instruments
Derivatives Not Designated as Hedging Instruments (i)
Bond swaps (i) $ (1,73¢)
Total equity return swap (ii) (4,270
Others (i) 847
Total $ (5,161
0] These results are recorded within “Loss from deireainstruments” in the Company’s consolidatedesteent of income.
(ii) A $4,111 loss is recorded within “General and adstiiative expenses” and a $159 loss within “Netiiest expensefn the

Company'’s consolidated statement of income.
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13. Operating lease agreements

At December 31, 2014, the Company was the lesseg588 locations through ground leases (the Compeases the land and
Company or franchisee owns the building) and thhoingproved leases (the Company leases land anditgsl). Lease terms for most restaur
vary between 10 and 20 years and, in many casegidprfor rent escalations and renewal optionsh wértain leases providing purchase opti
Escalations terms vary by reporting unit, with epés including fixedrent escalations, escalations based on an inflatidex, and fair valt
adjustments. According to rental terms, the Compaays a monthly rental based on the greater okedfrent or a certain percentage of
Companys gross sales. For most locations, the Companyligated for the related occupancy costs includingperty taxes, insurance ¢
maintenance. However, for franchised sites, the [@2om requires the franchisees to pay these costddition, the Company is the lessee u
non-cancelable leases covering certain officesvearghouses.

In March 2010, the Company entered into an airapéirating lease agreement for a term of 8 yedrighaprovides for quarterly payme
of $690. The agreement includes a purchase optitineaend of the lease term at fair market valug @iso an early purchase option at a f
amount of $26,685 at maturity of the 24gharterly payment. The Company was required to neakash deposit of $5,325 as collateral fol
obligations assumed under this agreement.

At December 31, 2014, future minimum payments negliunder existing operating leases with initiafrte of one year or more are:

Restaurant Other Total
2015 $ 14229t $ 7,711 $ 150,00
2016 128,90: 6,64( 135,54
2017 118,87: 5,88¢ 124,75
2018 104,24 3,01z 107,26(
2019 89,20¢ 1,46¢ 90,67+
Thereafter 443,43: 2,82( 446,25
Total minimum payment $ 1,026,95 $ 27,537 $ 1,054,49
The following table provides detail of rent expefmefiscal years 2014, 2013 and 2012:
2014 2013 2012
Company-operated restaurants (i) $ 151,72: $ 153,53 $ 140,01
Franchised restaurants (ii) 48,81« 48,91: 44,45,
Total rent expense $ 200,53t $ 202,44¢ $ 184,47
0] Included within “Occupancy and other operating eges” in the consolidated statements of income.
(ii) Included within “Franchised restaurants — occupan@enses” in the consolidated statements of income

The following table provides a breakdown detaitefit expense between minimum and contingent refaalscal years 2014, 2013 ¢

2012:

2014 2013 2012
Minimum rentals $ 131,460 $ 126,32¢ $ 117,00¢
Contingent rentals based on sales 69,07t 76,12( 67,46¢
Total rent expense $ 200,53t $ 202,44¢ $ 184,47

F-26




Table of Contents

Arcos Dorados Holdings Inc.
Notes to the Consolidated Financial Statements
As of December 31, 2014 and 2013 and for eacheoftttee years in the period ended December 31, 2014
Amounts in thousands of US dollars, except for slti@ata and as otherwise indicated

14. Franchise arrangements

Individual franchise arrangements generally incladease and a license and provide for paymentitidlifees as well as continuing r
and service fees (royalties) to the Company baped a percentage of sales with minimum rent paysndrite Company franchisees are gran
the right to operate a restaurant using the McObsaystem and, in most cases, the use of a restdacdlity, generally for a period of 20 yee
Franchisees pay related occupancy costs includimgepty taxes, insurance and maintenance. Pursodné MFAs, the Company pays initial f
and continuing service fees for franchised restgaréo McDonalds Corporation. Therefore, the margin for franchisestaurants is primar
comprised of rental income net of occupancy expe(depreciation for owned property and equipmedtarnrental expense for leased properties).

At December 31, 2014 and 2013, net property andpemgnt under franchise arrangements totaled $100ah@ $191,422, respectiv
(including land for $48,797 and $58,976, respetyiv

Revenues from franchised restaurants for fiscalsyp@14, 2013 and 2012 consisted of:

2014 2013 2012
Rent $ 14554 $ 17185 $ 161,59:
Initial fees (i) 564 92¢ 78C
Royalty fees (ii) 65¢ 63¢ 652
Total $ 146,76 $ 173,420 $ 163,02
0] Presented net of initial fees paid to McDonald'spi@oation for $885, $1,150 and $882 in 2014, 20132012, respectively.

(ii) Presented net of royalties fees paid to McDomsatbrporation for $63,680, $69,933 and $65,758i422013 and 2012, respective

At December 31, 2014, future minimum rent paymelois to the Company under existing franchised ageetsrare:

Owned sites Leased sites Total
2015 $ 7,28¢ $ 12,73: $ 20,01¢
2016 7,11( 11,66 18,77:
2017 6,92 10,81: 17,73¢
2018 6,52 9,98 16,51«
2019 5,352 9,28¢ 14,64(
Thereafter 28,46 51,70: 80,16¢
Total $ 61,66 $ 106,18: $ 167,84

15. Income taxes

The Companys operations are conducted by its foreign subsédian Latin America and the Caribbean. The foresgibsidiaries a
incorporated under the laws of their respectiventiees and as such the Company is taxed in suefigfocountries.
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15. Income taxes (continued)

Statutory tax rates in the countries in which tleenpany operates for fiscal years 2014, 2013 an@ 2@te as follows:

2014 2013 2012
Puerto Rico 20% 20% 20%
Argentina, Martinique, French Guyana, Guadeloupe C3oix, St. Thomas, Aruba
and Curacao 35% 35% 35%
Brazil and Venezuela 34% 34% 34%
Colombia 34% 34% 33%
Costa Rica, Peru and Mexico 30% 30% 30%
Panam4, Uruguay, Trinidad and Tobago and Nethesland 25% 25% 25%
Ecuador 22% 22% 23%
Chile 21% 20% 20%

Income tax expense for fiscal years 2014, 201328& consisted of the following:

2014 2013 2012
Current income tax expense $ 25,06( $ 33,60¢ $ 32,147
Deferred income tax expense 7,41¢ 9,11 14,22¢
Income tax expense $ 32,47¢ % 42,72. $ 46,37¢

Income tax expense for fiscal years 2014, 2013 201 differed from the amounts computed by applying Company’s weighted-
average statutory income tax rate to pre-tax incase result of the following:

2014 2013 2012
Pre-tax (loss) income (76,549 96,59 160,96:
Weighted-average statutory income tax rate (i) 40.%% 31.% 35.2%
Income tax (benefit) expense at weighted-averagatsty tax rate on pre-tax income (31,34¢) 30,83 56,65¢
Permanent differences

Change in valuation allowance 71,69¢ 39,62 (7,660)
Nonr-deductible expenses 15,64: 13,50( 22,25¢
Tax benefits, including tax inflation adjustment (53,179 (43,86 (26,339
Exchange rate differences 28,28 11F 19¢
Others 1,37¢ 2,521 1,25¢
Income tax expense 32,47¢ 42,72 46,37t

0] Weightedaverage statutory income tax rate is calculatec@das the aggregated amount of the income befowsthy countr

multiplied by the prevailing statutory income tae, divided by the consolidated income beforedaxe

The tax effects of temporary differences and carwyérds that comprise significant portions of deddrtax assets and liabilities
December 31, 2014 and 2013 are presented below:
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15. Income taxes (continued)
2014 2013

Tax loss carryforwards (i) $ 258,04t $ 276,46¢
Purchase price allocation adjustment 57,78¢ 74,34¢
Property and equipment, tax inflation 53,17: 41,21
Other accrued payroll and other liabilities 14,32¢ 20,94:
Share-based compensation 5,26¢€ 6,53
Provision for contingencies 2,70C 2,80¢
Other deferred tax assets (ii) 40,777 20,88(
Other deferred tax liabilities (iii) (10,78 (12,499
Property and equipment - difference in depreciataias (32,85() (41,08
Valuation allowance (iv) (301,019 (270,05)
Net deferred tax asset $ 87,43 $ 119,54¢

0] As of December 31, 2014, the Company and its sigdrsd has accumulated operating tax loss carndmda amounting to $907,1!

The Company has operating tax loss carryforwardsuaing to $248,552, expiring between 2015 and 2018ddition, the Compau
has operating tax loss carryforwards amounting1t84$101 expiring after 2019 and operating tax leasyforwards amounting
$474,506 that do no expire.

(ii) Venezuelas foreign currency exchange differences is includetiese figures amounting to $ 26,361 for ther yemled December :
2014.

(i) Primarily related to intangible assets and foraeignmency exchange differences.

(iv) In assessing the realization of deferred incometmets, the Company considers whether it is nil@ly than not that some portion

all of the deferred income tax assets will notdwdired.

The total amount of $87,432 for the year ended Bées 31, 2014, is presented in the consolidatednial sheet as current asset, non-
current asset, current liability and non-curreability amounting to $17,188, $75,319 $895 and 84, Iespectively.

The total amount of $119,548 for the year endedeler 31, 2013, is presented in the consolidadéahbe sheet as current asset, non:
current asset and non-current liability amountm@27,974, $97,687 and $6,113, respectively.

Deferred income taxes have not been recorded fopdeary differences related to investments in aerfareign subsidiaries. The
temporary differences were $221,100 at DecembeP®14 and consisted of undistributed earnings demned permanently invested in subsidia
Determination of the deferred income tax liabildg these unremitted earnings is not practicabledme such liability, if any, is dependent
circumstances existing if and when remittance accur

As of December 31, 2014 and 2013, the Commagybss unrecognized tax benefits totaled $221%n697 (including interests &
penalties), respectively, that would favorably effthe effective tax rate if resolved in the Comparfiavor.

The following table presents a reconciliation af theginning and ending amounts of unrecognizetheéaefits:

2014 2013
Balances at beginning balance $ 1697 $ 1,55¢
(Decrease) increase for positions taken in priarye (1,47¢) 142
Balances at ending balance $ 221 $ 1,697
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15. Income taxes (continued)

The Company is regularly under audit in multiple parisdictions. It is reasonably possible thataagsult of audit progression within
next 12 months, there may be new information thases the Company to reassess the total amountexfagnized tax benefits recorded. While
Company cannot estimate the impact that new infoaomamay have on the unrecognized tax benefit li@athe Company believes that
liabilities that are recorded are appropriate atkeljaate as determined under ASC 740. The Compagmsnisrally no longer subject to income
examinations by tax authorities for years prio2®08.

16. Share-based compensation

ADBYV Long-Term Incentive Plan

During 2008, the Company implemented a long-tercertive plan to reward employees for increasesénfair value of the Compary’
stock subsequent to the date of grant. In accodaiith this plan, in fiscal years 2008, 2009 and®€the Company granted units (called “CAPs”
to certain employees, pursuant to which the em@syae entitled to receive, when vested, a casmguatyequal to the appreciation in fair ve
over the base value. The awards vest over a régsisivice period of five years as follows: 409%hat second anniversary of the date of gran
20% at each of the following three years. The d@gerdght is cumulative and, once such right becomeercisable, it may be exercised in who
in part during quarterly window periods until thatel of termination, which occurs the two montherathe fifth anniversary of the date of gr.
Exercisable outstanding awards at the date of textioin are automatically settled by the CompanyApnil 2014, the Company communicatec
its employees the three year's expiration extensfohkDBV Long-Term Incentive Plan outstanding units exercisetriglthout any change in t
vesting period. Upon this resolution, units for ahits exercise right was originally scheduledxpiee in May, 2014 will expire in May, 2017, ¢
units for which its exercise right was originalghgeduled to expire in May, 2015 will expire in M&Q18. The employees affected by this resol
were 84. The total incremental compensation costltieg from the modification as of December 31120amounts to $149, which has b
recorded under “General and administrative expénses

The Company recognizes compensation expense ratatbése benefits on a straidime basis over the requisite service period fath
separately vesting portion of the award as if thvard was, in substance, multiple awards. The adcliability is remeasured at the end of €
reporting period until settlement.

The following variables and assumptions have besmd Uy the Company for purposes of measuringatslily awards at December !
2014 and 2013:

2014 2013

Current share price (i) 5.41 12.12
Weighted-average base value of outstanding units 6.77 6.7¢€
Expected volatility (ii) 40.4% 32.%
Dividend yield 4.4% 2.(%
Risk-free interest rate 0.5% 0.1%
Expected term 1.5¢ 0.9t

0] Equal to the quoted market price per share atnbdeoéthe year.

(ii) Based on implied volatility of the Company’s cl#sshares.

The following table summarizes the activity under plan for fiscal years 2014, 2013 and 2012:
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16. Share-based compensation (continuec

ADBV Long-Term Incentive Plan (continued)

Weighted- Weighted-
average average fair
Units base value value
Outstanding at December 31, 2011 2,923,58: 5.82 14.4¢
Exercised (i) (696,06 4.61
Forfeited (98,294 5.6
Outstanding at December 31, 2012 2,129,22. 6.22 5.7¢
Exercised (ii) (1,022,34) 5.6¢
Forfeited (88,56¢) 6.32
Outstanding at December 31, 2013 1,018,301 6.7¢€ 5.2
Exercised (iii) (119,469 6.7¢
Forfeited (25,309 6.25
Outstanding at December 31, 2014 873,53 6.77 0.97
Exercisable at December 31, 2014 664,39: 7.1F 0.7t
0] The total amount paid for these exercises was $5,81
(ii) The total amount paid for these exercises was $7,85
(i) The total amount paid for these exercises was $344.
The following table provides a summary of the phdaibecember 31, 2014:
Non-vested
Vested (i) (ii) Total
Number of units outstandir 664,39: 209,14t 873,53t
Weighted-average fair market value per unit 0.7t 1.5z 0.9
Total fair value of the plan 497 31¢ 81¢€
Weighted-average accumulated percentage of service 10C 96.71 98.7:
Accrued liability (iii) 497 30¢ 80¢€
Compensation expense not yet recognized (iv) — 10 10
0] Related to exercisable awards.
(ii) Related to awards that will vest in March 2015.

(i) The total accrued liability of $806 related to adatsling units is presented within “Accrued payrafid other liabilities”in the

Company’s current liabilities balance sheet.
(iv) Expected to be recognized in a weighted-averagegef 2 months.

Compensation expense is included within “Generdl @aiministrative expensesi the consolidated statement of income. As disaist
Note 12, on August 13, 2012, the Company enter@dairiotal equity return swap agreement to miningiaemings volatility related to these awa
The adjustments to the value of the swap tend tomize the adjustments to the carrying value of AlEBV Long-Term Incentive Plan liabilit
derived from changes in the Company’s stock pnigkich are also recorded in “General and administagxpenses’As a result, there is

reduction of the impact on the Company’s consofidatatement of income as from the effective dathevagreement.

Not including the impact of the total equity retwwap agreement, compensation expense (benefit)ddiscal years 2014, 2013 and 2

amounted to $(3,772), $1,875 and $(15,746) ecispely.

The Company recognized $905, $334 and $4,424 lefext income tax expense (benefit) during fiscadrge2014, 2013 and 20.

respectively.
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16. Share-based compensation (continued)

2011 Equity Incentive Plan

In March 2011, the Company adopted its Equity ItigenPlan, or 2011 Plan, to attract and retainrttest highly qualified and capal
professionals and to promote the success of itlhéss This plan replaces the ADBV Lomgfm Incentive Plan discussed above, althoug
awards that have already been granted will remaistanding until their respective termination dateke the ADBV LongTerm Incentive Pla
the 2011 Plan is being used to reward certain eyepofor the success of the Comparylsiness through an annual award program. The Rt
permits grants of awards relating to class A shareduding awards in the form of shares (also mrefié to as stock), options, restricted shi
restricted share units, share appreciation riglgfprmance awards and other share-based awavdd be determined by the CompasyBoard ¢
Directors. The maximum number of shares that maisseed under the 2011 Plan is 2.5% of the Compatoyal outstanding class A and clas
shares immediately following its initial public efing.

The Company made a special grant of stock optionsrestricted share units in 2011 in connectiom\itg initial public offering. Bot
types of special awards vest as follows: 1/3 omediche second, third and fourth anniversariethefgrant date. The Company also made rect
grants of stock options and restricted share imieach of the fiscal years 2011, 2012, 2013 aridi2@oth types of these recurring annual aw
vest as follows: 40% on the second anniversary®fdate of grant and 20% on each of the followhrge anniversaries. For all grants, each ¢
option granted represents the right to acquireas<CA share at its gradste fair market value, while each restricted shiaierepresents the right
receive a Class A share when vested. The exergbefor the stock options is cumulative and, osceh right becomes exercisable, it ma
exercised in whole or in part during quarterly womdperiods until the date of termination, which wescat the seventh anniversary of the da
grant.

The Company utilizes a Black-Scholes optjmiting model to estimate the value of stock opianthe grant date. The value of restri
shares units is based on the quoted market pritkeo€ompanys class A shares at the grant date. The followergables and assumptions h
been used by the Company for purposes of measitsisgpck options awards at each grant date (oseéhend quarter of each year):

2014 2013 2012
Grant-date stock price (i) 8.58 14.31 14.35
Weighted-average strike price 8.58 14.31 14.35
Expected volatility (ii) 35.5% 38.0% 48.0%
Dividend yield 2.8% 1.7% 1.7%
Risk-free interest rate 1.3% 1.0% 0.8%
Expected term 4.1 5.0 5.0

0] Equal to the quoted market price per Class A satmearket-closing of the date of grant.

(ii) Based on implied volatility of the Company’s cl#sshares.

The resulting value of stock options and restricthdre units granted was $491 and $2,723, respbgtiduring fiscal year 2014; $1,€
and $3,056, respectively, during the fiscal yeat2®3,051 and $3,030, respectively, during figear 2012.

The Company recognizes stock-based compensaticensgon a straighiie basis over the requisite service period farheseparate
vesting portion of the award as if the award wassubstance, multiple awards. The Company recodrittckbased compensation expense ir
amount of $6,163, $5,782 and $12,900 duringafigears 2014, 2013 and 2012, respectively, of wi$e,503, $1,964 and $7,997 relates t«
special awards granted in connection with the dhifpublic offering. Stock-based compensation exeeiss included within General an
administrative expenses” in the consolidated statgsof income.
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16. Share-based compensation (continuec

2011 Equity Incentive Plan (continued)

The Company recognized $678, $88 and $2,807 dedkiacome tax benefits during fiscal years 2004,3and 2012, respectively.

Stock Options

The following table summarizes the activity of &t@ptions during fiscal years 2014, 2013 and 2012:

Weighted-

Weighted- average

average grant-date

Units strike price fair value
Outstanding at December 31, 2011 1,879,84 21.2( 5.5t
2012 annual grant 584,58" 14.3¢ 5.2Z
Outstanding at December 31, 2012 2,464,43 19.5¢ 5.47
2013 annual grant 431,72¢ 14.31 4.1¢
Forfeitures (462,277) 19.97 5.41
Outstanding at December 31, 2013 2,433,88! 18.57 5.2¢
2014 annual grant 247 47" 8.5¢ 1.9¢
Forfeitures (130,529 18.1¢ 5.27
Outstanding at December 31, 2014 2,550,83! 17.62 4,94
Exercisable at December 31, 2014 1,104,511 19.9¢ 5.4¢

The following table provides a summary of outstagditock options at December 31, 2014:
Non-vested
Vested (i) (i) Total

Number of units outstandir 1,104,511 1,446,31! 2,550,83!
Weighted-average grant-date fair market value pér u 5.4¢ 4.5 4.94
Total grant-date fair value 6,057 6,53¢ 12,59¢
Weighted-average accumulated percentage of service 100.( 71.4 85.2
Stock-based compensation recognized in Additioaal-m capital 6,057 4,67(C 10,72%
Compensation expense not yet recognized (iii) — 1,86¢ 1,86¢

0] Related to exercisable awards.
(ii) Related to awards that will vest between fiscaty@815 and 2019.
(i) Expected to be recognized in a weighted-averagegef 2.9 years.
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16. Share-based compensation (continuec

2011 Equity Incentive Plan (continued)

Restricted Share Units

The following table summarizes the activity of reeted share units during fiscal years 2014, 2018 2012:

Weighted-
average
grant-date
Units fair value
Outstanding at December 31, 2011 1,013,59: 21.2(
2012 annual grant 211,16¢ 14.3¢
Outstanding at December 31, 2012 1,224,76. 20.0z
2013 annual grant 213,60( 14.31
Partial vesting of 2011 grants (i) (338,019 21.2(
Forfeitures (158,279 19.7¢
Outstanding at December 31, 2013 942,06¢ 18.3¢
2014 annual grant 317,35: 8.5¢
Partial vesting of 2011 grants (i) (274,319 21.2(
Partial vesting of 2012 grants (iii) (74,309 14.3¢
Forfeitures (47,947 15.11
Outstanding at December 31, 2014 862,85! 14.3¢
Exercisable at December 31, 2014 — —
0] The Company issued 338,014 Class A shares in ctianewith this partial vesting. Therefore, accuntethrecorded compensat
expense totaling $7,166 was reclassified from “Aiddal paid-in capital” to “Common Stock” upon issice.
(ii) The Company issued 274,314 Class A shares in ctanewith this partial vesting. Therefore, accuntethrecorded compensat
expense totaling $5,815 was reclassified from “Aiddal paid-in capital” to “Common Stock” upon issice.
(i) The Company issued 74,303 Class A shares in cdonewith this partial vesting. Therefore, accumethtrecorded compensat
expense totaling $1,066 was reclassified from “Aiddal paid-in capital” to “Common Stock” upon issice.
The following table provides a summary of outstagdiestricted share units at December 31, 2014:
Number of units outstanding | 862,85!
Weighted-average grant-date fair market value pér u 14.3¢
Total grant-date fair value 12,40¢
Weighted-average accumulated percentage of service 66.7%
Stock-based compensation recognized in Additioaal-mp capital 8,27:
Compensation expense not yet recognized (ii) 4,13¢
0] Related to awards that will vest between fiscaty@815 and 2019.
(ii) Expected to be recognized in a weighted-averagegef 3.4 years.
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17. Commitments and contingencies
Commitments
The MFAs require the Company and its MF subsidsar@@nong other obligations:

(i)  to pay monthly royalties commencing at a rate gfrepimately 5% of gross sales of the restaurantsstantially consistent wi
market;

(i)  to agree with McDonald’s on a restaurant openirg gind a reinvestment plan for each thyear period and pay an initial franct
fee for each new restaurant opened; for the theee-period commenced on January 1, 2014 the Compasst reinvest ¢
aggregate of at least $180 million; and open ne tlean 250 new restaurants

(i)  to commit to funding a specified Strategic Markgtlan;

(iv) to own (or lease) directly or indirectly, the fémple interest in all real property on which angrfchised restaurant is located; and

(v) to maintain a minimum fixed charge coverage rasiovall as a maximum leverage ratio.

Mainly as a consequence of changing the excharngs tesed for remeasurement of its boligdanominated assets and liabilities
operating results in Venezuela, mentioned in Ndtetf2e Company was not in compliance with the satientioned in (v) above for certain peri
in 2014. For that reason, on July 31, 2014, McDdisagranted the Company a limited waiver for amignth period (from and as of June 30, Z
until and including December 31, 2014), during whtine, the Company was not required to maintaefinancial ratios set forth in the MF
Notwithstanding the foregoing, the Company doesexpiect any material adverse effect to its businessilts of operations, financial conditior
cash flows as a result of this situation. The Camypzontinues monitoring the compliance with thertgrdy ratios set forth in the MFA.

The Company has negotiated and obtained tempomyity waivers from McDonald’ Corporation for its operations in Venezi
considering the restrictions and regulations irc@laffecting its operations in that country. Fa fiscal years 2014, 2013 and 2012, the Com
has recorded a royalty waiver amounting to $6.1ionil $8 million and $5 million, respectively, raded as lower “Royalty feesih the
consolidated statements of income. As of June 14 20e Company agreed with McDonadCorporation to calculate royalties using the SDCP
exchange rate. Therefore, no further waiver isdgeatorded, since SICAD Il is the exchange ratel iseremeasurement purposes (see Note :
more details).

In addition, the Company maintains standby lettérsredit with an aggregate drawing amount of $80ion in favor of McDonalds
Corporation as collateral for the obligations assdrander the MFAs. The letter of credit can be dr#veertain events occur, including the fail
to pay royalties. No amounts have been drawn addle of issuance of these financial statements.

Provision for contingencies

The Company has certain contingent liabilities webkpect to existing or potential claims, lawsaitsl other proceedings, including th
involving labor, tax and other matters. At Decembgr 2014 the Company maintains a provision fortiogencies amounting to $20,139 ($22,
at December 31, 2013), which is presented net ditigi deposits amounting to $7,935 ($7,519 at Demer 31, 2013) that the Company °
required to make in connection with the proceedidgs December 31, 2014 and 2013, the net amou®tl®f204 and $14,822 is presente
follows: $777 and $1,748 as a current liability &tll,427 and $13,074 as a nmuryent liability, respectively. Breakdown of theopision fol
contingencies is as follows:
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17. Commitments and contingencies (contied)

Provision for contingencies (continued)

2014 2013
Tax contingencies in Brazil (i) $ 1,99¢ $ 2,23t
Labor contingencies in Brazil (ii) 10,36( 9,48¢
Other (i) 7,78( 10,62:
Subtotal 20,13¢ 22,34:
Judicial deposits (iv) (7,935 (7,519
Provision for contingencies $ 12,20¢  $ 14,82:

(i)  Tax contingencies in Brazil. It mainly relates &x ton bank account transactions (CPMF), abolishe2DD7. During fiscal year 2012,
Company settled the contingency over royalty paymepaying $11,473 in cash. In addition, the Corgpantered into an amne
program to settle the contingency related to VAEcsal treatment for restaurants in Rio de Janeird8 equal monthly installmen
commencing in May 2012, pursuant to which the Camgpeeclassified $28,428 to “Accrued payroll and esthiabilities” in the
consolidated balance sheet. During fiscal year 2012 Company also recorded an accrual of $3,7d0aacurrency translation adjustm
amounting to $(2,327). In addition, during fiscatay 2012 there was an increase of $458 as a refutertain balance she
reclassifications. During fiscal year 2013, the @amy recorded an accrual of $13 and a currencyslaon adjustment amounting
$(527). In addition, the Company made certain mdaheet reclassifications totaling $(271) andesatints amounting to $991 that
Company recovered from McDonasdCorporation. During fiscal year 2014, the Compaagorded an accrual of $14 and a currn
translation adjustment amounting to $(250). Ndeekents were done during fiscal year 2014.

(i)  Labor contingencies in Brazil. It primarily relatesdismissals in the normal course of businessinguiscal years 2014, 2013 and 2(
the Company recorded accruals of $22,726, $12ant4$10,751, respectively, primarily related tavrdismissal claims and to increa
on estimated future costs of outstanding claimg] ancurrency translation adjustment amounting tb,289), $(1,586) and $(93
respectively. In addition, the Company made setie totaling $20,582, $15,900 and $15,211, resadyet During fiscal year 2014, t
Company made certain balance sheet reclassificasiorounting to $29.

(i)  Other contingencies. It mainly relates to tax aadot contingencies in other countries. During fisgsars 2014, 2013 and 2012,
Company recorded accruals of $3,620, $4,546 ar@b$1respectively; and currency translation adjestt amounting $(2,945), $(2,1!
and $(1,195), respectively. In addition, the Conyparade settlements totaling $2,974 , $2,060 and $%&3pectively. During fiscal ye:
2014 and 2013, the Company made certain balanet setassifications amounting to $543 and $74&peetively.

(iv)  Judicial deposits. It primarily relates to judic@d#posits the Company was required to make in agimmewith the proceedings in Bra:
During fiscal years 2014, 2013 and 2012, there ava®t increase amounting to $416, $300 and $38pectively; including foreic
currency translation for $(986), $(1,049) and ${67dspectively.

As of December 31, 2014, there are certain matetased to the interpretation of tax and labor ld@rswhich there is a possibility tha
loss may have been incurred in accordance with ASE20-50-4 within a range of $24 and $34 million.

Additionally, there is a lawsuit filed by severald?to Rican franchisees against McDonsl@orporation and certain subsidiaries purch
by the Company during the acquisition of the LatBosiness (“the Puerto Rican franchisees lawsuiitie claim seeks declaratory judgment
damages in the aggregate amount of $66.7 millias plaintiffs’ attorney fees. At the end of 2014 the plaintifisafized their presentation
evidence whereas the Company has not started lyetCompany believes that a final negative resaiutias a low probability of occurrence.
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17. Commitments and contingencies (contied)

During 2014, another franchisee filed a complaggiast the Company and McDonadCorporation, asserting a very similar claim t&
one filed in the Puerto Rican franchisees lawsltie claim seeks declaratory judgment and damag#simmount of $30 million plus plaintif
attorney fees. Although this case is in its eatdgss, the Company believes that a final negatiselution has a low probability of occurrence, €
its close resemblance to the Puerto Rican franebisavsuit.

Furthermore, the Puerto Rico Owner Operator's Aission (“PROA”), an association integrated by then@panys franchisees that me
periodically to coordinate the development of préioral and marketing campaigns (an associationghéte time of the claim was formed so
by franchisees that are plaintiffs in the PuertoaRifranchisees lawsuit), filed a third party coamp and counterclaim against the Company
other third party defendants, in the amount of &8llion. Although certain negative resolutions oged in that lawsuit at the preliminary and 1
instance stages, no provision has been recordedibethe Company believes that a final negativautsn has a low probability of occurrence.

Pursuant to Section 9.3 of the Stock Purchase Aggag McDonalds Corporation indemnifies the Company for certaiazilian claims ¢
well as for specific and limited claims arisingrfitrahe Puerto Rican franchisees lawsuit.

At December 31, 2014, the nenfrent portion of the provision for contingenciesludes $4,395 related to Brazilian claims tha
covered by the indemnification agreement. As altethe Company has recorded a non-current assetspect of McDonald’s Corporatian’
indemnity in the consolidated balance sheet.

18. Disclosures about fair value of finamal instruments

As defined in ASC 820 Fair Value Measurement anstsures, fair value is the price that would beeieed to sell an asset or paic
transfer a liability in an orderly transaction betm market participants at the measurement daie gase). The transaction is based ¢
hypothetical transaction in the principal or madtantageous market considered from the perspeatfitree market participant that holds the ass
owes the liability. The valuation techniques thamh de used under this guidance are the market agproncome approach or cost approach.
market approach uses prices and other informatonmiarket transactions involving identical or comgide assets or liabilities, such as m:
pricing. The income approach uses valuation teclasgo convert future amounts to a single discaliptesent amount based on current mi
conditions about those future amounts, such agpteslue techniques, option pricing models (elgcBScholes model) and binomial models (
Monte-Carlo model). The cost approach is baseduomreist replacement cost to replace an asset.

The Company utilizes market data or assumptionsrieaket participants who are independent, knowdatie and willing and able
transact would use in pricing the asset or liahilihcluding assumptions about risk and the riskerent in the inputs to the valuation techni
These inputs can be readily observable, markebborated or generally unobservable. The Compamyngtis to utilize valuation techniques -
maximize the use of observable inputs and minirttizeuse of unobservable inputs. The Company istald&@ssify fair value balances based ot
observance of those inputs. The guidance establsliermal fair value hierarchy based on the inpgtd to measure fair value. The hierarchy ¢
the highest priority to level 1 measurements ardldlvest priority to level 3 measurements, and atingly, level 1 measurement should be 1
whenever possible.

The three levels of the fair value hierarchy asrmdef by the guidance are as follows:
Level 1: Valuations utilizing quoted, unadjusted pricesiftentical assets or liabilities in active markitat the Company has the ability
access. This is the most reliable evidence ofvfalue and does not require a significant degrepidgment. Examples include exchartgadec

derivatives and listed equities that are activedged.

Level 2: Valuations utilizing quoted prices in marketstthee not considered to be active or financialrimsents for which all significa
inputs are observable, either directly or indingétir substantially the full term of the assetiabllity.
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18. Disclosures about fair value of finatial instruments (continued)

Financial instruments that are valued using model®ther valuation methodologies are included. M®desed should primarily |
industrystandard models that consider various assumptindseaonomic measures, such as interest rates, gigles, time value, volatilitie
contract terms, current market prices, credit nskother market-corroborated inputs. Examples bhelmost over-the-counter derivatives (non-
exchange traded), physical commodities, most stradtnotes and municipal and corporate bonds.

Level 3: Valuations utilizing significant unobservable irtp provides the least objective evidence of falug and requires a significi
degree of judgment. Inputs may be used with intgrndeveloped methodologies and should reflect atityes assumptions using the t
information available about the assumptions thatketaparticipants would use in pricing an asseliaility. Examples include certain corpor
loans, real-estate and private equity investmemdd@ng-dated or complex over-the-counter derietiv

Depending on the particular asset or liability,ubpvailability can vary depending on factors sastproduct type, longevity of a produc
the market and other particular transaction comwidti In some cases, certain inputs used to meéaiurealue may be categorized into differ
levels of the fair value hierarchy. For disclosprgposes under this guidance, the lowest level ¢batains significant inputs used in valua
should be chosen. Pursuant to ASC 82®Q0the Company has classified its assets anditiebinto these levels depending upon the ddiad®r
to determine the fair values. The fair values &f thompanys derivatives are valued based upon quotes obtdmoed counterparties to t
agreements and are designated as Level 2.

The following fair value hierarchy table presemt$ormation about the Comparsy’assets and liabilities measured at fair valuea
recurring basis as of December 31, 2014:

Quoted
Prices in
Active Significant Balance as
Markets Other Significant of
For Identical Observable Unobservable December
Assets Inputs Inputs 31,
(Level 1) (Level 2) (Level 3) 2014
Assets
Cash equivalents $ 44,37 $ — 3 — 3 44,37¢
Cross-currency interest rate swap — 9,517 — 9,517
Total Assets $ 44,37 $ 9517 $ — $ 53,89:
Liabilities
Cross-currency interest rate swap $ — $ 295 $ — $ 2,952
Total equity return swap — 8,00¢ — 8,00¢
Long-term incentive plan — 80¢€ — 80¢€
Total Liabilities $ — $ 11,76 $ — $ 11,76¢

The derivative contracts were measured based oregftom the Compang’counterparties. Such quotes have been derivad osbdel
pricing or discounted cash analysis that incormoaiservable market parameters for all signifigaptts such as interest yield curves, opt
volatilities and currency rates and that were olzdgle for substantially the full term of the detiva contracts.

Certain financial assets and liabilities not meaduat fair value

At December 31, 2014, the fair value of the Compmsiort-term and lonterm debt was estimated at $806,000, compareccaarging
amount of $820,391. This fair value was estimateidgivarious pricing models or discounted cash fowvalysis that incorporated quoted ma
prices, and is similar to Level 2 within the valoathierarchy. The carrying amount for both castt eguivalents and notes receivable approxin
fair value.
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18. Disclosures about fair value of financial instrumets (continued)

Nonfinancial assets and liabilities measured at falug& on a nonrecurring basis

Certain assets and liabilities are measured av#dire on a nonrecurring basis; that is, the assatdiabilities are not measured at fair vi
on an ongoing basis but are subject to fair vatljestments in certain circumstances (e.g., wheretiseevidence of impairment). At December
2014, no material fair value adjustments or falugameasurements were required for fioancial assets or liabilities, except for thosgquired ir
connection with the impairment of loriged assets and goodwill. Refer to Note 3 for maeails, including inputs and valuation techniquesd ti
measure fair value of these non-financial assets.

19. Certain risks and concentrations

The Companys financial instruments that are exposed to comagoh of credit risk primarily consist of cash acaish equivalents a
accounts and notes receivables. Cash and cashatnigvare deposited with various creditworthy fiial institutions, and therefore the Comp
believes it is not exposed to any significant dredk related to cash and cash equivalents. Cdrat@ns of credit risk with respect to accountd
notes receivables are generally limited due tdarge number of franchisees comprising the Compafighchise base.

All the Company’s operations are concentrated itinLAmerica and the Caribbean. As a result, the gamy’s financial condition ar
results of operations depend, to a significantrexten macroeconomic and political conditions piawg in theregion. See Note 21 for additio
information pertaining to the Company’s Venezuealgprations.

20. Segment and geographic information

The Company is required to report information almperating segments in annual financial statemamdisinterim financial reports isst
to shareholders in accordance with ASC 280. Opeyasegments are components of a company about vgejcarate financial information
available that is regularly evaluated by the chieérating decision maker(s) in deciding how toadte resources and assess performance. AS
also requires disclosures about the Company’s gtedind services, geographical areas and majarroass.

As discussed in Note 1, the Company through itsliytmevned and majority-owned subsidiaries operatad franchises McDonalgl’
restaurants in the food service industry. The Caompeas determined that its reportable segmentthase that are based on the Compamy&tho
of internal reporting. The Company manages itsrmss as distinct geographic segments and its apesatre divided into four geographi
divisions, which as from January 1, 2013 are aevid: Brazil, the Caribbean division, consistingAruba, Curacao, Colombia, French Guy.
Guadeloupe, Martinique, Puerto Rico, Trinidad amtbdgo, the U.S. Virgin Islands of St. Croix and Biomas and Venezuela; the North L
America division (“NOLAD"), consisting of Costa Ri¢c Mexico and Panama; and the South Latin Amerigsidn (“SLAD”), consisting ¢
Argentina, Chile, Ecuador, Peru and Uruguay. The@akting policies of the segments are the samieoa® tdescribed in Note 3.

In January 2013, the Company made certain orgamiedtchanges in the structure of its geographigakions in order to balance th
relative weight in terms of number of restauramts eevenues. As a result of the reorganizatiorcéffe January 1, 2013, Colombia and Venez
which were part of SLAD, became part of the Carébeivision with headquarters located in Colomliaaccordance with ASC 280, Segn
Reporting, the Company has restated its comparséigement information based on the new structuits gleographical divisions.

The following table presents information about firof loss and assets for each reportable segment:
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20. Segment and geographic informationdntinued)

Revenues

Brazil

Caribbean division
NOLAD

SLAD

Total revenues

Adjusted EBITDA :
Brazil

Caribbean division
NOLAD

SLAD

Total reportable segments
Corporate and others (i)

Total adjusted EBITDA
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For the fiscal year ended December 31,

2014 2013 2012

$ 1,816,041 $ 1,84232 $ 1,797,55
594,22 830,44 754,73
385,11 407,77: 384,04:
855,68! 952,76 861,06

$ 3,651,060 $ 4,0333L $ 3,797,39

$ 23769 $ 24595 $ 240,95
(8,136) 67,18 69,10¢
27,70 27,39 26,73
87,97 105,49 93,75¢
345, 24( 446,02 430,55°
(93,56¢) (101,56 (89,99¢)

$ 25167 $ 34446 $ 340,56
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20. Segment and geographic information (continued

Adjusted EBITDA reconciliation :

Total Adjusted EBITDA

(Less) Plus items excluded from computation that &ct operating income:

Depreciation and amortization

Gains from sale or insurance recovery of propenty equipment
Write-offs of property and equipment

Impairment of long-lived assets

Impairment of goodwill

Stock-based compensation related to the speciablavimconnection with the initial public

offering under the 2011 Plan
One-time expenses related to G&A optimization plan

ADBYV Long-Term Incentive Plan incremental compeiwafrom modification

Operating income

(Less) Plus:

Net interest expens

Loss from derivative instruments

Foreign currency exchange results

Other non-operating income (expenses), net
Income tax expense

Net income attributable to n-controlling interests

Net (loss) income attributable to Arcos Dorados Halings Inc.
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For the fiscal year ended December 31,

2014 2013 2012
$ 251,67 $ 34446 $ 340,56
(116,81) (114,86() (92,329
3,37¢ 10,32¢ 3,32¢
(7,119) (6,48¢) (4,25¢)
(50,88¢) (2,95¢) (1,987)
(2,029) — (683)
(2,509) (1,96¢) (7,997)
(4,707) — —
(14¢9) — —
70,85 228,52 236,64(
(72,75() (88,15¢) (54,24
(68E) (4,149) (891)
(74,11 (38,789 (18,420)
14€ (84¢) (2,119
(32,479 (42,72:) (46,37¢)
(305) (18) (25€)

$ (109,33) $ 53,85 $ 114,33
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20. Segment and geographic information (continued

For the fiscal year ended December 31,

2014 2013 2012

Depreciation and amortization:

Brazil $ 60,26. $ 57,81¢ $ 47,65¢
Caribbean division 29,14: 28,66: 26,16¢
NOLAD 28,56¢ 28,591 26,62¢
SLAD 19,98¢ 23,17: 18,867
Total reportable segments 137,95 138,25( 119,31¢
Corporate and others (i) 8,20z 8,601 7,27¢
Purchase price allocation (ii) (29,34%) (31,99) (34,269
Total depreciation and amortization $ 116,81. $ 11486( $ 92,32¢
Property and equipment expenditures

Brazil $ 100,45 $ 127,740 $ 133,73:
Caribbean division 18,717 99,56¢ 51,97:
NOLAD 23,68( 32,53: 36,75¢
SLAD 25,42 51,337 69,67:
Others 1,53¢ 2,28¢ 2,341
Total property and equipment expenditures $ 169,810 $ 313,46. $ 294,47¢

As of December 31,

2014 2013

Total assets

Brazil $ 83333« $ 907,40¢
Caribbean division 444.64. 692,68
NOLAD 360,64 412,46¢
SLAD 291,47 340,79"
Total reportable segments 1,930,09: 2,353,35!
Corporate and others (i) 98,65 114,01¢
Purchase price allocation (ii) (233,969 (287,11)
Total assets $ 1,794,78 $ 2,180,25'

0] Primarily relates to corporate general and admitise expenses corporate supply chain operatioMenezuela and Uruguay, and rel:
assets. Corporate general and administrative egpertnsist of corporate office support costs imamich as facilities, finance, hur
resources, information technology, legal, marketirggtaurant operations, supply chain and train@grporate assets primarily incl
corporate cash and cash equivalents, a loan rdxteiwdth related parties, and a receivable witliralependent logistic operator.

(i)  Relates to the purchase price allocation adjustnmeatle at corporate level, which reduces the totskts and the corresponc
depreciation and amortization.

The Company’s revenues are derived from two sousades by Compangperated restaurants and revenues from restawpetated b
franchisees. See Note 3 for more details. All ef@ompany’s revenues are derived from foreign dipers

LongHived assets consisting of property and equipmetaiéd $1,116,281 and $1,244,311 at December@®Y4 and 2013, respective
All of the Company’s long-lived assets are relateébreign operations.
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21. Venezuelan operations

The Company conducts business in Venezuela wherenmy restrictions exist, limiting the Compasybility to immediately access ¢
through repatriations at the government’s offict&ichange rate. The Compasyaccess to these funds remains available for utenwhis
jurisdiction and is not restricted. The officialatrange rate is established by the Central Bankenie¥uela and the Venezuelan Ministry of Fini
and the acquisition of foreign currency at the ciéfi exchange rate by Venezuelan companies to pagigh debt or dividends is subject t
registration and approval process by the relevameZuelan authorities. Since these restrictiondnapace, the Company has not been ab
access the official exchange rate to pay royatt@sdividends.

Revenues and operating income of the Venezuelaratipes were $187,588 and $(74,962), respectivfelyfiscal year 2014; $415,9
and $43,939, respectively, for fiscal year 2013t &849,570 and $45,164, respectively, for fisegr 2012.

On February 8, 2013, the Venezuelan governmentwuamoeal the devaluation of its currency, from theegisting official exchange rate
4.30 VenezuelaBolivares Fuerte§VEF) per US dollar to 6.30 VEF per US dollar. Tireviously available regulated foreign currencyhaxme
system (SITME) with an executed rate of 5.30 VEF#® dollar used by the Company to remeasure tcéinsa and balances denominated in |
currency was eliminated. In addition, in March 208 Venezuelan government announced the creafiannew alternative currency excha
system called SICAD (Supplementary System for thkmikistration of Foreign Currency), an auction natbm applicable only to cert:
imported products. As a result of these announcistee Company concluded that the new official exge rate of 6.30 VEF per US dollar
the rate applicable for remeasurement purposesoas February 8, 2013. During fiscal year 2013, @mmpany recognized a foreign curre
exchange loss of $15,379 as a result of the exehiatg change.

At December 31, 2013, the Company had participatezhly two auctions for a total amount of $1,5@hich were executed after year-
end. Based on certain factors, including the lichitimber of SICAD auctions, the Compaslimited access to the SICAD exchange,
restrictions placed on eligible participants arahsactions, the amount of US dollars availablepfochase through the auctions process, ar
historical lack of official information about thesulting SICAD rate, the Company concluded thatdtild not be appropriate to use rates coi
from the SICAD exchange system for financial rejpgripurposes at December 31, 2013. On January@3l, 2ffective on January 24, 2014,
government of Venezuela announced the creatiomefainstitution governing exchange rate contrdledathe Foreign Trade Center (CENCOE
in replacement of the Currency Administration Coission (CADIVI). Based on announcements made by#mezuelan government, there wc
only be access to US dollars at a rate of 6.30 W&FUS dollar for the food and other industriesndee a priority. Imports of other products cc
be included in SICAD auctions depending on theteeldandustry. On the other hand, Exchange Agreer\ép5 issued on January 23, 2C
established that payments related to foreign imvests and royalties, among others, must be maitie &CAD exchange rate.

In February 2014, a new Exchange Regime Act wastedao introduce flexibility into the exchange troh system by creating t
Alternative System for the Administration of FoneiGurrency (Sistema Cambiario Alternativo de Divisgsor SICAD Il. The Exchange Regil
Act became effective as of February 19, 2014. SIGAB regulated through Exchange Agreemen%of March 2014, and was expected to
as an additional source for US dollars, albeit higher exchange rate than under SICAD, which aSesfember 31, 2014 was 49.99 VEF pel
dollars. According to the new law, three trading systemsteXi) a similar mechanism to the one administdogdCADIVI, but administered t
CENCOEX; (ii) SICAD; and (iii) SICAD II, where PDV/S ( Petroleos de VenezueJathe Central Bank of Venezuela and private ergitna
participate in the acquisition and sale of foreigmrency.

As a result of these announcements, the Compasgessed the exchange rate used for remeasurempasgs. Considering that SIC,
would be the applicable exchange rate for dividermrémittance, based on the advice of legal coutiselCompany concluded that the SIC
exchange rate, amounting to 11.80 VEF per US dablaof March 1, 2014, was the rate applicabledareasurement purposes as from that dat
a result of the exchange rate change, the Comparognized a foreign currency exchange loss of $19,Bicluding a related party receive
denominated in VEF, and a write down of certairemories of $7,611 within “Other operating expenset”, due to the currency exchange
change impact on their net recoverable value.
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21. Venezuelan operations (continued)

Based on the Comparsylack of access to the SICAD auction system andhitlity to settle transactions at the SICAD bergahe Compar
concluded that the SICAD Il exchange rate, amogntin49.98 VEF per US dollar as of June 1, 2014 the rate applicable for remeasurer
purposes as from that date. As a result of the angh rate change to SICAD II, the Company recoghi&doreign currency exchange los:
$38,963 including a related party receivable demateid in VEF, a write down of certain inventoriés$8,937 due to the currency exchange
change impact on their net recoverable value arichpairment of long-lived assets amounting to $86,Within “Other operating expenses, net”.

During the fiscal year 2014, the Company has ppeted in 64 SICAD Il auctions and successfully ated transactions amounting
VEF 113.6 million, pursuant to which it acquired,$24. The Company recognized foreign currency exgbdosses amounting to $1,358
transactions carried out before the currency exghaate change to SICAD II.

During fiscal years 2013 and 2012, the Companyoperéd, through its subsidiaries in the Netherlaaoid USA, several transactions
promissory notes amounting to VEF 41.0 million aviF 119.7 million, respectively, pursuant to whithacquired $1,955 and $13,1
respectively. As a result of these transactions,Gbmpany recognized exchange losses amounting,5&3% and $9,382 during fiscal years 2
and 2012, respectively.

In addition to exchange controls, the Venezuelarketas subject to price controls which limits tBempanys ability, to increase prices
offset the impact of continuing high inflation omopuct, labor and other operating costs. The Veglenugovernment issued a regula
establishing a maximum profit margin for comparaesl maximum prices for certain goods and servikitsough these regulations caused a ¢
in the pricing plan, the Company was able to insegarices during fiscal year 2014.

The Company’s business in Venezuela, and the Coyhpability to repatriate its earnings, continue @negatively affected by the
difficult conditions and would be further negatiyeiffected by additional devaluations or the imposiof additional or more stringent controls
foreign currency exchange, pricing, payments, paff imports or other governmental actions or icaetd or increased labor unrest. The Com|
continues to closely monitor developments in thigaimic environment, to assess evolving businegs asd actively manage its operation
Venezuela.

22. Shareholders’ equity

Authorized capital

The Company is authorized to issue to 500,000,0@0es, consisting of 420,000,000 Class A shares88raD0,000 Class B shares ot
par value each.

Issued and outstanding capital

At December 31, 2011 and 2012, the Company hacb20912 shares issued and outstanding with noglaeyconsisting of 129,529,4
class A shares and 80,000,000 class B shares.

During fiscal years 2014 and 2013, the Companyeds248,617 and 338,014 Class A shares, respectimetponnection with the part
vesting of restricted share units under the 201ditizdncentive Plan. Therefore, at December 31,428dd 2013 the Company had 210,216,04:
209,867,426 shares issued and outstanding with amovalue, consisting of 130,216,043 and 129,867,8&&s A shares, respectively,
80,000,000 for both years Class B shares.
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22. Shareholders’ equity (continued)

Rights, privileges and obligations

Holders of Class A shares are entitled to one peteshare and holders of Class B shares are dntitléve votes per share. Except v
respect to voting, the rights, privileges and dtiigns of the Class A shares and Class B shargsaarpassuin all respects, including with resp
to dividends and rights upon liquidation of the Gxamy.

Distribution of dividends

The Company can only make distributions to the reidieat immediately following the distribution, iéssets exceed its liabilities and
Company is able to pay its debts as they become due

During fiscal years 2014, 2013 and 2012, the Compmtatlared dividend distributions totaling $50,086r year. One installment of -
2014 and 2013 distributions amounting to $12,509 pending of payment at each year-end.

During April and May, 2014, the Company paid divide on restricted share units under the 2011 Edodgntive Plan amounting
$382.

Accumulated Other Comprehensive Loss, net of tax

The following table sets forth information with pext to the components of “Accumulated other cotmgmeive loss’as of December 3
2014 and their related activity during the threargen the period then ended:

Total
Defined Accumulated
Foreign benefit other
currency Cash flow  pension plan comprehensive
translation hedges 0] income (loss)
Balances at December 31, 2011 $ (148,34) $ 47 $ $ (148,389
Other comprehensive loss before reclassifications (8,125 (4,195 (1,219 (13,53)
Net loss reclassified from accumulated other colmgmsive loss to net incon — 3,101 — 3,101
Net currer-period other comprehensive (loss) income (8,125 (1,099 (1,219 (10,439
Balances at December 31, 2012 (156,46 (1,140 (1,219 (158,82)
Other comprehensive (loss) gain before reclassifica (60,669 537 — (60,137
Net (gain) loss reclassified from accumulated otteenprehensive loss to r
income — (164 382 21¢
Net currer-period other comprehensive (loss) income (60,669 373 382 (59,914
Balances at December 31, 2013 (217,13¢) (76¢) (831) (218,73
Other comprehensive (loss) gain before reclassifica (85,759 5,15¢ (544 (81,139
Net gain reclassified from accumulated other comgneive loss to net incon — (2,792) 19¢ (2,599
Net currer-period other comprehensive (loss) income (85,759 2,36¢ (345) (83,737
Balances at December 31, 2014 $ (302,88) $ 159 $ (1,17¢ $ (302,46)
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22. Shareholders’ equity (continued)

Accumulated Other Comprehensive Loss, net of tax

(i) Related to a post-employment benefit in Venezustaldished by the Organic Law of Labor and WorKernown as “LOTTT",its Spanis
acronym) in 2012. This benefit provides a paymdr8days of salary per year of employment tenasell on the last wage earned t
workers who leave the job for any reason. The tefiservice to calculate the pastaployment payment of active workers run retroaty
since June 19, 1997. The Company obtains an aatwatuation to measure the p@stiployment benefit obligation, using the projeated
credit actuarial method and measures this bemefitcordance with ASC 715-30, similar to pensiameffie

23. (Loss) earnings per share

The Company is required to present basic earniagshmre and diluted earnings per share in accoedaith ASC 260. Earnings per sh
are based on the weighted average number of sbargsnding during the period after consideratibtihe dilutive effect, if any, for common stc
equivalents, including stock options and restricthdre units. Basic earnings per common sharecan@uted by dividing net income available
common shareholders by the weighted average nuafilstares of common stock outstanding during thimgeDiluted earnings per common st
are computed by dividing net income by the weighdedrage number of shares of common stock outstgratid dilutive securities outstand
during the period under the treasury method.

The following table sets forth the computation asic and diluted net income per common share atéiite to Arcos Dorados Holdir
Inc. for all years presented:

For the fiscal year ended December 31,

2014 2013 2012
Net (loss) income attributable to Arcos Doradosditads Inc. available to commc
shareholders $ (109,33) $ 53,85« $ 114,33:
Weighted-average number of common shares outstgrdBasic 210,105,05 209,754,17 209,529,41
Incremental shares from assumed exercise of stoitns (a) — — —
Incremental shares from vesting of restricted shaies 239,17 344,96t 248,64t
Weighted-average number of common shares outsgndiluted 210,344,23 210,099,14 209,778,05
Basic net (loss) income per common share attributdé to Arcos Dorados Holdings
Inc. $ (0.52) $ 0.2¢ $ 0.5¢
Diluted net (loss) income per common share attribatble to Arcos Dorados Holdings
Inc. $ (0.52) $ 0.2¢ $ 0.5¢

(a) Options to purchase shares of common stock wergtamating during fiscal years 2014, 2013 and 20&2 Sote 16 for details. The
options were not included in the computation ofigitl earnings per share because their inclusiofdWw@ye been anti-dilutive.

24, Related party transactions

The Company has entered into a master commeraiatagent on arns’length terms with Axionlog, a company under comroontrol the
operates the distribution centers in Argentina,léshColombia, Mexico, Venezuela and Uruguay (thexithlog Business”).Pursuant to th
agreement Axionlog provides the Company distribusiervices in the countries in which it operates.Nwvember 9, 2011 the Company ent
into a revolving loan agreement as a creditor Wikiis Distribution B.V. (currently Axionlog B.V.), &olding company of the Axionlog Busine
for a total amount of $12 million at an interester@f LIBOR plus 6%, maturing on November 7, 20A8. of December 31, 2014 and 2C
Axionlog B.V. had borrowed $11,500 and $9,000, eesipely, from the Company in connection with thésolving loan agreement. The rele
receivable is included within “Miscellaneous” iretCompany’s consolidated balance sheets.
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24, Related party transactions (continugd

The following table summarizes the outstanding heda between the Company and the Axionlog Busiasssf December 31, 2014 ¢

2013:
As of December 31,
2014 2013
Accounts and notes receivables $ — $ 2,75¢
Other receivables (i) 1,79¢ 16,77:
Miscellaneous 14,90: 9,66¢
Accounts payable 7,742 17,69

(i)  As of December 31, 2013 includes receivables anmogirtb $13.7 million originally nominated in US ¢kl and later convert
into VenezuelanBolivares Fuertesduring February 2014 as mutually agreed upon byptrties. During 2014, the Company recogniz
currency exchange loss of $13.3 million, as a tesfithe currency exchange rate changes. Theswabbes were canceled as of Decen
31, 2014.

The following table summarizes the transactionsvbeh the Company and the Axionlog Business foffifual years ended December
2014, 2013 and 2012:

Fiscal years ended December 31,

2014 2013 2012
Food and paper (i) $ (199,80) $ (319,450 $ (321,41)
Occupancy and other operating expenses (2,25)) (10,32) (9,795
Other operating expenses, net (ii) 16,98¢ — —
Net interest incom 1,387 582 81

0] Includes $45,143 of logistics service fees and $&5B! of suppliers purchases managed through Axipfdo the fiscal year end
December 31, 2014; $48,340 and $271,116, respégtivor the fiscal year ended December 31, 2018] 41,853 and $279,5!
respectively, for the fiscal year ended Decembe2812.

(i)  Related to inventory sales with a cost of $16,986tfie fiscal year 2014 (the net effect on sucloiine statement line was nil). No s
transaction took place in the fiscal years 2013201R.

As of December 31, 2014 and 2013, the Company hadsnreceivable totaling $224 and $4,696, regmdgt other receivable
totaling $2,580 and $2,404, respectively and actopayable with Lacoop, A.C. and Lacoop Il, Sdfaling $1,565 and $1,155, respectively.

25. Valuation and qualifying accounts
The following table presents the information regqdiby Rule 12-09 of Regulation)Sin regards to valuation and qualifying accourat

each of the periods presented:
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25. Valuation and qualifying accounts (edinued)
Balance at
beginning of Deductions Balance at
Description period Additions (i) (i) Translation end of period

Year ended December 31, 2014:
Deducted from assets accounts:

Allowance for doubtful accounts $ 509 $ 6,561 $ (800) $ (1,492 $ 9,37:

Valuation allowance on deferred tax assets 270,05 76,08t (4,389 (40,74 301,01:
Reported as liabilities:

Provision for contingencies 14,82 26,36( (25,53() (3,44 12,20
Total $ 28997 $ 109,010 $ (30,719 $ (45,68) $ 322,58¢
Year ended December 31, 2013:

Deducted from assets accounts:

Allowance for doubtful accounts $ 4,02: % 2,681 $ 1,479 % (139 $ 5,09¢

Valuation allowance on deferred tax assets 236,56: 43,56 (3,949 (6,127) 270,05
Reported as liabilities:

Provision for contingencies 20,59¢ 17,27: (19,839 (3,217%) 14,82
Total $ 261,18 $ 63,52: $ (25,24) $ (9,489 $ 289,97
Year ended December 31, 2012:
Deducted from assets accounts:

Allowance for doubtful accounts $ 6,39C $ 2,06t $ (4,687 $ 25C % 4,02

Valuation allowance on deferred tax assets 223,77! — (3,379 16,16¢ 236,56
Reported as liabilities:

Provision for contingencies 65,03¢ 16,35¢ (57,01) (3,78 20,59¢
Total $ 29520 $ 18,42( $ (65,07) $ 12,63t $ 261,18!

0] Additions in valuation allowance on deferred tageds are charged to income tax expense.

Additions in provision for contingencies are expkad as follows:

Fiscal year 2014 and 2013 — Relate to the accfus2&360 and $17,273, respectively. See Note fddétails.

Fiscal year 2012 — Relate to the accrual of $15a88¥to certain balance sheet reclassificationsuatirg to $458. See Note 17 for details.
(i)  Deductions in valuation allowance on deferred tgsets are charged to income tax expense.

Deductions in provision for contingencies are eix@d as follows:

Fiscal year 2014 €orrespond to the settlements and reclassificafiomsunting to $25,413 and $117, respectively, ssudsed in Note 1

Fiscal year 2013 €orrespond to the settlements and reclassificafiomsunting to $18,876 and $957, respectively, ssudsed in Note 1

Fiscal year 2012 €orrespond to the decrease in the provision asudtref entering into an amnesty program for $28,42 settlemen
totaling $27,420 and to reclassifications amountm§1,163, as discussed in Note 17.
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26. Subsequent events

During February 2015, the Venezuelan governmenbameed the unification of SICAD and SICAD Il intosmle foreign exchan
mechanism called SICAD, an auction system conttobg Venezuelan government with an initial exchange of 12 VEF per US dolla
Furthermore, on February 10, 2015, the Exchangedgent N°33 established a new open market foreigihamge system called SIMADI (Siste
Marginal de Divisas), with a free-floating exchangte. The SIMADI'’s initial exchange rate publisheds 170 VEF per US dollars.

There are still uncertainties about the liquidifytioe foreign exchange systems recently announoedtleze Companyg access to U.
dollars through these mechanisms. The Companyreadiésess the exchange rate used for remeasuremposgs at the date of the 2015
quarter financial statements based on any new ablailinformation. At December 31, 2014 the Compargcal currency denominated
monetary asset position, which would be subjectetneasurement in the event of further currency &xgh rate changes, was $14.6 mi
(including $18.9 million of cash and cash equivedgnVenezuela’s nomonetary assets were $73.5 million at DecemberR814 and include
approximately $63.0 million of fixed assets couldubject to impairment in case of further devadumest
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Exhibit 4.4
McDonald’s Latin America, LLC
July 31, 2014

LatAm, LLC

c/o Forrestal Capital Limited Company
1450 Brickell Avenue #2530

Miami, Florida 33131

Attention: Carlos Hernandez

Ladies and Gentlemen:

Reference is made to the Amended and Restated Mastechise Agreement, dated as of November 13,288ong McDonald’s Latin America,
LLC (“MLA"), LatAm, LLC (“Master Franchisee”) andie other parties named therein (as amended, thé&"MEapitalized terms used in this
letter agreement and not defined herein have ttenimgs ascribed to them in the MFA.

1. Background Pursuant to Section 7.13 of the MFA, Master Ehdsee is required to maintain a Fixed Charge Rdtat least equal to 1.50 and
a Leverage Ratio of no more than 4.25 (the “Fir@n€ovenants”). The difficult economic environmé@n¥enezuela and the recent decision of
Arcos Dorados to transition to a new exchange referred to as the SICAD Il floating exchange réte the remeasurement of its bolivar-
denominated assets and liabilities in Venezuellhy@sult in a one-time write-off of approximate®t00 million dollars and negatively impact the
EBITDAR of Master Franchisee during the second wuanf 2014. Accordingly, Master Franchisee antitgs that it will be unable to comply with
the Financial Covenants for the second, third auith fiscal quarters of 2014.

2. Relief RequestedYou have requested that the obligation to comptia the Financial Covenants be modified on a teragy basis as set forth
in clause 3 below.

3. Grant of Waiver We hereby agree that the Financial Covenanssfegth in 7.13 of the MFA are waived, from andoddune 30, 2014, until
and including December 31, 2014. Except as exprasated herein, this letter agreement does noffgnodamend, or constitute a waiver by MLA
of any rights or remedies under, the MFA and theAMRall remain in full force and effect.

4. Informational Conference CallsMaster Franchisee hereby agrees that, betweettatie hereof and until December 31, 2014, ataheast of
MLA, to provide an update regarding its financi#liation in Venezuela and provide MLA with any infeation it may reasonably request with
respect thereto.

5. Term; Future Waivers The limited waiver included herein will expime accordance with its terms on December 31, 2014A Mill consider
any subsequent requests for waiver on a quartebyter basis in light of the circumstances existihthe time. Master Franchisee acknowledges
that MLA shall have no obligation to extend thergraf waiver contemplated hereunder.




6. Miscellaneous
A. Survival The obligations in this Section 6 of this letdgrreement shall survive termination of this lestgreement.

B. Representations and Warranti&ach party hereby represents, warrants and ad&dges to the other party as of the date he
that the execution, delivery and performance of biter agreement have been duly authorized byeakssary action on the part of such party.

C. Notices Any notices to be given hereunder shall be glediin the manner set forth in the MFA.

D. Governing Law; Dispute ResolutiofThis letter agreement shall be governed by amdtcued in accordance with the
substantive laws of the State of lllinois, Unitedt8s of America, without giving effect to prinaigl of conflicts of laws. Any dispute, controvers'
claim arising out of, relating to or in connectieith this letter agreement, including any dispuwgarding its validity or termination, or the
performance or breach thereof, shall be finallylsgtpursuant to the dispute resolution mechanitnfosth in the MFA.

E. CounterpartsThis letter agreement may be executed in copatts, each of which shall be deemed an origindlalh of which
together shall constitute one and the same institime

F. AssignmentThis letter agreement may not be assigned bgrejtarty without the prior written consent of thbey party. Any
such assignment made without such consent shalllbend void for all purposes.

G. Entire AgreemenThis letter agreement contains the entire ageseinetween the parties hereto with respect tsubgct
matter hereof and supersedes all prior agreemadtaraderstandings, oral or written, with respecuoh matters.

H. Amendment and Waiverblo interpretation, change, termination or waiwkany of the provisions of this letter agreeménalis
be binding upon either party unless in writing aodly executed by both parties, and any such iné¢aion, change, termination or waiver made
without such a writing shall be null and void fdir@urposes. No modification, waiver, terminatioescission, discharge or cancellation of this tette
agreement shall affect the right of any party ttoese any claim or right under this letter agreemesether or not liquidated, which occurred prior
to the date of such modification, waiver, termioatirescission, discharge or cancellation.

* * *

(Signature page follows)




If the foregoing is consistent with your understanggd please indicate your agreement by executiagetitlosed counterpart and returning it to my
attention.

Regards,

McDonald’s Latin America, LLC

By: /s/ Edgardo A. Navarr
Name:Edgardo A. Navarr
Title: President, McDonald's Latin Ameri
Date: July 31, 201«

Accepted and agreed as of the date first writtaveb

LatAm, LLC

By: /s/ Woods Stato
Name:Woods Statol
Title: Director
Date: July 31, 201«




Exhibit 4.21

Goldman Sachs International | Peterborough Court |133 Fleet Street | London EC4A 2BB | Tel: 0207741000 | Telex: 887902
Cable: GOLDSACHS LONDON | Registered in England No 2263951 | Registered Office as Above | Authoriseahd Regulated by thi
Financial Services Authority

To: Arcos Dorados B.V.
Prins Bernhardplein 200 1097 JB
Amsterdam, The Netherlands

From: Goldman Sachs International

Re: Amendment No. 5 to Share Swap Transactio

Ref. No: SDB417464651.

Date: September 12, 201

Reference is made to the Share Swap Transactiofir@ation dated as of August 13, 2012, among Golli®achs International Dealer
"), Arcos Dorados B.V., aesloten vennootschap met beperkte aansprakelijkthely organized and validly existing under the lagfsthe
Netherlands and having its corporate seat in Ardatar the Netherland® Counterparty "), and Arcos Dorados Holdings Inc. Koldings ), as
amended by the Amendment to Share Swap Transadsimd as of October 22, 2012, Amendment No. 2 treSBwap Transaction dated a
November 28, 2012, Amendment No. 3 to Share Swapshction dated as of April 4, 2013 and AmendmentdNo Share Swap Transaction d.
as of August 15, 2013 (such amendments, collegtitbe “ Amendments”), in each case, among Dealer, Counterparty and Hydd{as s
amended, the Confirmation ). The purpose of this letter agreement (thisfiendment Agreement”) is to amend certain terms set forth in
Confirmation as described below. All capitalizedris used, but not defined herein, shall have thanings assigned thereto in the Confirma
Except as expressly modified herein, the Confiraraghall remain in full force and effect. Notwitastling anything in the Confirmation to
contrary, each of Dealer, Holdings and Counterplaetgby agrees as follows:

1. Amendments

@) Amendments to the Confirmatioihe following amendments to the Confirmation kbaldeemed to be effective a:
the date of this Amendment Agreement:

0] The dates “August 12, 2014” and “Sepber 12, 2014” in the fourth line of the provisimpposite the captiorvValuatior
Period” in Section 2 of the Confirmation are herelgfeted and replaced with the dates “August 2642@nd “September 26, 2014”
respectively.

(ii) The provision opposite the captioviatuation Date(s)'in Section 2 of the Confirmation is hereby deleiteds entiret

and replaced with f{ November 20, 2012, February 20, 2013, May 20,32®ugust 15, 2013, November 20, 2013, February2204
May 20, 2014 and September 12, 2014 (eactQuadrterly Valuation Date ") and (ii) each Equity Valuation Date”.

(b) Counterparty Guaranty

0] Counterparty shall deliver to Dealtan or before September 19, 2014 a counterpartyagtar(the “Counterparty
Guaranty "), to be dated as of a date no later than Septemhe2019, by each of the subsidiary guarantors gét fa Annex B to th
Confirmation in favor of Dealer as beneficiary el and substantially in the form of Annex B to tBenfirmation;providedthat the
Counterparty Guaranty shall reference the obligatiand liabilities of Counterparty under the Canfition as amended by each of
Amendments;provided, further,that Counterparty shall use its commercially reabtm best efforts to ensure that the Counter
Guaranty becomes enforceable in accordance withritss against




each of the subsidiary guarantors set forth in AnBeto the Confirmation in each of their respectjugsdictions to the satisfaction
Dealer as promptly as possible. The parties heagtee and acknowledge that the failure by Countgrpa so deliver the Counterpa
Guaranty shall constitute an Additional Terminatewvent, with Counterparty as the sole Affected yartd the Transaction as the ¢
Affected Transaction.

(c) Additional Termination EventsAn Additional Termination Event (with the Transiaa being the Affected Transacti
and Counterparty being the sole Affected Party)l dlemdeemed to have occurred if none of the folh@roccurs on or before Septerr
19, 2014:

0] the Counterparty Guaranty shall haeeome effective and enforceable in accordance itgitterms against each of

subsidiary guarantors set forth in Annex B to tleaf@mation in each of their respective jurisdictioto the satisfaction of Dealer;

(ii) Counterparty shall have delivered Bealer the “Delivery Amount’as determined by Dealer, as if Dealer
Counterparty had entered into a Form CSA with: D8aler as the sole “Secured Party”, (B) Countdypas the sole “Pledgor”Q)
“Cash” as the sole “Eligible Collateral” and (D} &hreshold”with respect to Counterparty of USD3,000,000.00eich case as definec
the Form CSA); or

(i) Dealer and Counterparty shall hargered into a letter agreement incorporating $@41SDA Credit Support Ann
(Bilateral Form — New York Law) (theForm CSA ") and including the partieg€lections with respect to Paragraph 13 of the FOBA tc
the reasonable satisfaction of Dealer, which sbafistitute a Credit Support Document in relationrCmunterparty with respect to -
Transaction for purposes of the Agreement.

2. Representations and Warranti&ach party hereto represents to the other gardeeto, as of the date hereof, as to the maskt
forth in Section 3(a) of the Agreememtrovided that references in such Section to the Agreemeall &le to this Amendment Agreeme
Counterparty hereby repeats, as of the date ofAhiendment Agreement, all the representations, améies and acknowledgments containe
Sections 3 and 4 of the Confirmation (other thactiSes 4(d), 4(I) and 4(m) of the Confirmation), i@such representations, warranties
acknowledgments were made with respect to the @oafion and the Transaction as amended by this Ament Agreement and the Amendme
Counterparty hereby represents and warrants toeD##t, as of the date hereof, the copies of uéisols provided by Counterparty and Holdir
as adopted by their respective boards of direcods in the case of Counterparty, its sole shadeipto Dealer on the Trade Date authorize
Transaction as amended by this Amendment Agreear@hthe Amendments, and such resolutions have didgradopted and remain in effect
the date hereof.

3. Governing Law and Jurisdictiomhis Amendment Agreement and all matters andaillcontractual obligations arising out o
connection with the Amendment Agreement, shall beeghed by, and construed and enforced in accoedatith, the laws of the State of N
York (without reference to its choice of law dootriother than Title 14 of Article 5 of the GeneBdiligations Law of New York). This Amendm:
Agreement is also subject to, and incorporatesjuthsdiction provisions contained in Section 13¢ithe Agreementprovidedthat in the first lin

of Section 13(b) the following shall be inserteteathe word, “Agreement”, “including, without litaition, disputes relating to any noontractue
obligations arising out of or in connection witlisthgreement”.

5. Counterparts This Amendment Agreement may be executed innamyber of counterparts, all of which shall constitane an
the same instrument, and any party hereto may éxéois Amendment Agreement by signing and delihgedne or more counterparts.

[ Signature page follow$
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Counterparty and Holdings hereby agree (i) to chibgck Amendment Agreement carefully and promptlpmupeceipt so that errors
discrepancies can be promptly identified and rectifind (ii) to confirm that the foregoing (in teract form provided by Dealer) correctly sets f
the terms of the Amendment Agreement, by manuddjgisg this Amendment Agreement or this page heesokvidence of agreement to <
terms and providing the other information requedtedein and immediately returning an executed ctpyGoldman, Sachs & Co., EqL
Derivatives Documentation Department, Facsimile 2i®2-428-1980/83.

Yours faithfully,

GOLDMAN SACHS INTERNATIONAL

By: /s/ Celine Assoulini
Authorized Signator

Celine Assouline
Managing Directo

Agreed and Accepted By:

ARCOS DORADOS B.V.

By: /s/ Miguel Sanchez de Bustama

Name:Miguel Sanchez de Bustamai
Title: Attorney-in-fact

ARCOS DORADOS HOLDINGS INC.

By: /s/ Miguel Sanchez de Bustama

Name:Miguel Sanchez de Bustamai
Title: Attorney-in-fact

Signature Page to Share Swap Transaction Confionatimendment No. 5
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Goldman Sachs International | Peterborough Court |133 Fleet Street | London EC4A 2BB | Tel: 0207741000 | Telex: 887902
Cable: GOLDSACHS LONDON | Registered in England No 2263951 | Registered Office as Above | Authorisexhd Requlated by thi
Financial Services Authority

To: Arcos Dorados B.V.
Barbara Strozzilaan 101
1083 HN Amsterdam
The Netherlands
From: Goldman Sachs International
Re: Amendment No. 6 to Share Swap Transactio
Ref. No: SDB417464651.

Date: September 23, 201

Reference is made to the Share Swap Transactiofir@ation dated as of August 13, 2012, among Golli®achs International Dealer
"), Arcos Dorados B.V., aesloten vennootschap met beperkte aansprakelijkthely organized and validly existing under the lagfsthe
Netherlands and having its corporate seat in Ardatar the Netherland® Counterparty "), and Arcos Dorados Holdings Inc. Koldings ), as
amended by the Amendment to Share Swap Transadsimd as of October 22, 2012, Amendment No. 2 treSBwap Transaction dated a
November 28, 2012, Amendment No. 3 to Share Swapshction dated as of April 4, 2013, Amendment/Ntm Share Swap Transaction date
of August 15, 2013 and Amendment No. 5 to SharepSWansaction dated as of September 12, 2014 (ao@ndments, collectively, the “
Amendments”), in each case, among Dealer, Counterparty anldikigs (as so amended, theConfirmation ). Reference is also made to
Registration Agreement dated as of March 26, 2@b3ng Dealer and Holdings (theRegistration Agreement”). The purpose of this leti
agreement (this Amendment Agreement”) is to amend certain terms set forth in the Conftromaand the Registration Agreement as desc
below. All capitalized terms used, but not defineerein, shall have the meanings assigned therethenConfirmation or the Registrat
Agreement, as applicable. Except as expressly meddierein, the Confirmation and the Registratioggre®ment shall remain in full force ¢
effect. Notwithstanding anything in the Confirmatior the Registration Agreement to the contrargheaf Dealer, Holdings and Counterpi
hereby agrees as follows:

1. Amendments

(a) Amendments to the Confirmatiofthe following amendments to the Confirmation khaldeemed to be effective a:
the date of this Amendment Agreement:

0] The term “2.0%” in the tenth line tfe provision opposite the caption “Payments gpeet of Share Reductioiiri
Section 2 of the Confirmation is hereby deleted mapdaced with “2.7%".

(ii) The dates “August 26, 2014” and “S8=pber 26, 2014'in the fourth line of the provision opposite theptan
“Valuation Period” in Section 2 of the Confirmatiane hereby deleted and replaced with the dateguswl2, 2015” andSeptember 1
2015”7, respectively.

(iii) The provision opposite the captiovidluation Date(s)In Section 2 of the Confirmation is hereby deletedts entiret
and replaced with f{ November 20, 2012, February 20, 2013, May 20,32®ugust 15, 2013, November 20, 2013, February2204
May 20, 2014, September 12, 2014, September 26}, 20dvember 20, 2014, February 20, 2015, and May2@05 (each, a Quarterly
Valuation Date ") and (ii) each Equity Valuation Date”.




(iv) The term “3.80%" opposite the captitBpread”in Section 2 of the Confirmation is hereby deleted replaced wit
“4.50%".

(v) The term “55%” in the fourth line dfie definition of “Price Trigger Eventih the provision opposite the capt
“Additional Termination Event(s)” in Section 2 dfd Confirmation is hereby deleted and replaced Y8i#h40".

(vi) The term “2.5:1” in the last line dfie definition of “Leverage Ratio Eventh the provision opposite the capt
“Additional Termination Event(s)” in Section 2 dfa Confirmation is hereby deleted and replaced \@ith".

(vii) A new clause “(iii)” is hereby addeol Section 14(d) of the Confirmation:

“(iii) In relation to Counterparty: theqvisions of the letter agreement (theétter Agreement”) between Deal
and Counterparty, dated as of September 19, 20tdrporating the 1994 ISDA Credit Support Annexld&iral Form —New
York Law) (the “Form CSA ") and including the partie€lections with respect to Paragraph 13 of the FGBA shall constitut
a Credit Support Document with respect to this $aation for purposes of the Agreement”.

(b) Amendments to the Registration Agreemérite following amendment to the Registration Agneat shall be deem
to be effective as of the date of this Amendmente&gent:

0] The last sentence of the seconadgraph of the Registration Agreement is herebytédeéla its entirety and replac
with: “The Underwriter shall deliver written notice to t@®mpany specifying the first day of the ValuatiBeriod and the relat
Applicable Time no later than the fifth ExchangesBiess Day immediately preceding such dateyvided, for the avoidance of doubt, tl
Underwriter’s obligation to provide such notice lsloaly apply to a sale of Shares (A) in connectiwith Counterpartys election to effe
a Share Reduction or (B) at maturity of the Tratieat.

(c) Counterparty Guaranty

0] Counterparty shall deliver to Daaten or before September 26, 2014 a counterparéyaguy (the “Counterparty
Guaranty "), to be dated as of a date no later than Septembhe20d@, by each of the subsidiary guarantors géh o Annex B to th
Confirmation in favor of Dealer as beneficiary el and substantially in the form of Annex B to tBenfirmation;providedthat the
Counterparty Guaranty shall reference the obligatiand liabilities of Counterparty under the Canfition as amended by each of
Amendments;provided, further,that Counterparty shall use its commercially reabtm best efforts to ensure that the Counter
Guaranty becomes enforceable in accordance witheitss against each of the subsidiary guarantarsfosth in Annex B to th
Confirmation in each of their respective jurisdicis to the satisfaction of Dealer as promptly assiide. The parties hereto agree
acknowledge that the failure by Counterparty talsliver the Counterparty Guaranty shall constiautéAdditional Termination Event, w
Counterparty as the sole Affected Party and theSaetion as the sole Affected Transaction.

(d) Conditions to Effectivenes#\s conditions to the effectiveness of this AmepdtmAgreement:
0] Dealer and Counterparty shall eiméw the Letter Agreement.
(ii) The Company shall provide to Dealdr the information requested by Dealer in conmectwith its due diligenc

investigation of the Comparg/’business, results of operations and financiatlition, including, without limitation (A) an updatn the
evolution of its business and its results sincentiest recent filing of the Company’s Form 20-F, (B¢ updated views of the Compagy’
senior management on trends and estimates that affevant business drivers, and (C) any otheveit information deemed relevan
analyze the credit of the Company, including butlmoited to information regarding offalance sheet obligations, legal claims, or che
in corporate governance, all such information t@alBes sole satisfaction.




(e) Additional Termination Events An Additional Termination Event (with the Trantao being the sole Affectt
Transaction and Counterparty being the sole Afté€tarty) shall be deemed to have occurred if:

0] Counterparty does not deliver c@tal on or before September 24, 2014 to Dealecoordance with Counterparsy’
obligations under the terms of the Letter Agreement

(ii) the Counterparty Guaranty does Inetome effective and enforceable in accordance itgitterms against each of
subsidiary guarantors set forth in Annex B to tlmf@mation in each of their respective jurisdictip to the satisfaction of Dealer, or
before October 10, 2014.

2. Representations and Warranti€ach party hereto represents to the other ganteeto, as of the date hereof, as to the m
set forth in Section 3(a) of the Agreememvidedthat references in such Section to the Agreemait sl to this Amendment Agreement and
Letter Agreement. Counterparty hereby repeats, faghe date of this Amendment Agreement, all thereeentations, warranties ¢
acknowledgments contained in Sections 3 and 4 efGbnfirmation (other than Sections 4(d), 4(l) a{dh) of the Confirmation), as if su
representations, warranties and acknowledgmente weade with respect to the Letter Agreement andCiwefirmation and the Transaction
amended by this Amendment Agreement and the AmenmEounterparty hereby represents and warrameader that, as of the date hereof,
copies of resolutions provided by Counterparty HiotHings, as adopted by their respective boarddirettors and, in the case of Counterpart
sole shareholder, to Dealer on the Trade Date amththe Letter Agreement and the Transaction asnaled by this Amendment Agreement
the Amendments, and such resolutions have beeradolyted and remain in effect on the date hereof.

3. Governing Law and Jurisdictiomhis Amendment Agreement and all matters and@tlcontractual obligations arising out
in connection with the Amendment Agreement, shalpgbverned by, and construed and enforced in aanoedwith, the laws of the State of N
York (without reference to its choice of law dootriother than Title 14 of Article 5 of the Genediligations Law of New York). This Amendm
Agreement is also subject to, and incorporatesjutigdiction provisions contained in Section 13@hthe Agreementprovidedthat in the first lin:
of Section 13(b) the followmg shall be inserteteathe word, “Agreement”, “including, without liaition, disputes relating to any noontractue
obligations arising out of or in connection wittistiA\greement”.

5. CounterpartsThis Amendment Agreement may be executed imnamyber of counterparts, all of which shall constitane an
the same instrument, and any party hereto may éx¢ltis Amendment Agreement by signing and delhgeone or more counterparts.

[ Signature page follow$
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Counterparty and Holdings hereby agree (i) to chibgck Amendment Agreement carefully and promptlpmupeceipt so that errors
discrepancies can be promptly identified and rectifind (ii) to confirm that the foregoing (in teract form provided by Dealer) correctly sets f
the terms of the Amendment Agreement, by manuddjgisg this Amendment Agreement or this page heesokvidence of agreement to <
terms and providing the other information requedtedein and immediately returning an executed ctpyGoldman, Sachs & Co., EqL
Derivatives Documentation Department, Facsimile 2i®2-428-1980/83.

Yours faithfully,

GOLDMAN SACHS INTERNATIONAL

By: /s/ Celine Assoulini
Authorized Signator

Celine Assouline
Managing Directo
Agreed and Accepted By:
ARCOS DORADOS B.V.
By: /s/ Miguel Sanchez de Bustama

Name:Miguel Sanchez de Bustamal
Title: Attorney-in-fact

ARCOS DORADOS HOLDINGS INC.

By: /s/ Miguel Sanchez de Bustama

Name:Miguel Sanchez de Bustamai
Title: Attorney-in-fact

Signature Page to Share Swap Transaction Confionadimendment No. 6




Exhibit 4.23

Goldman Sachs International | Peterborough Court [133 Fleet Street | London EC4A 2BB | Tel: 0207741000 |
Telex: 887902 | Cable: GOLDSACHS LONDON | Registed in England No. 2263951 | Reqistered
Office as Above | Authorised and Reqgulated by theifkancial Services Authority

To: Arcos Dorados B.V.
Barbara Strozzilaan 101
The Netherlands Amsterdam, Netherlands

From: Goldman Sachs International

Re: Amendment No. 7 to Share Swap Transaction
Ref. No: SDB4174646513

Date: April 20, 2015

Reference is made to the Share Swap Transactiofir@ation dated as of August 13, 2012, among Golui®achs International Dealer
"), Arcos Dorados B.V., aesloten vennootschap met beperkte aansprakelijkthely organized and validly existing under the laefsthe
Netherlands and having its corporate seat in Ardatar the Netherland Counterparty "), and Arcos Dorados Holdings Inc. foldings "), as
amended by the Amendment to Share Swap Transadditen as of October 22, 2012, Amendment No. 2 areéSBwap Transaction dated a
November 28, 2012, Amendment No. 3 to Share Swapshction dated as of April 4, 2013, Amendment/Ntm Share Swap Transaction date
of August 15, 2013, Amendment No. 5 to Share Swegndaction dated as of September 12, 2014 and AmemtdNo. 6 to the Share Sv
Transaction dated as of September 23, 2014 (suemdments, collectively, theAmendments”), in each case, among Dealer, Counterparty
Holdings (as so amended, th€bnfirmation ”). Reference is also made to the Letter Agreementdetef September 19, 2014, among Deale
Counterparty incorporating the Form CSA (thieetter Agreement”). The purpose of this letter agreement (thissMiendment Agreement”) is tc
amend certain terms set forth in the Confirmatiod the Letter Agreement as described below. Alitaeiped terms used, but not defined hel
shall have the meanings assigned thereto in thdir@mtion or the Letter Agreement, as applicablecépt as expressly modified herein,
Confirmation and the Letter Agreement shall remaifull force and effect. Notwithstanding anythiimgthe Confirmation or the Letter Agreem
to the contrary, each of Dealer, Holdings and Cenparty hereby agrees as follows:

1. Amendments

(a) Amendments to the ConfirmatioriThe following amendments to the Confirmationlisha deemed to be effective as
the date of this Amendment Agreement:

0] The third paragraph in the provisiopposite the caption “Additional Termination Evesjt(in Section 2 of th
Confirmation is hereby amended by deleting the wd85% of the Initial Price” and replacing them hwit

“the Multi-Day Price Trigger applicable to the lasich Exchange Business Day”

(ii) The following new paragraph and talare hereby added to the end of the provision sifpthe caption Additional
Termination Event(s)” in Section 2 of the Confirfoat
“The “ Multi-Day Price Trigger ” means, for any Exchange Business Day, the priaalumn (Il) immediately belo
corresponding to the range in column (I) immediabalow that includes the Highest Reference Pr#ieable to such Exchange Busir
Day. “ Highest Reference Price’ means, for any Exchange Business Day, the highist per Share reported for any sale or
Exchange




on any Exchange Business Day from, and including,date of this Amendment Agreement to, and inolgidsuch Exchange Busin
Day.

Highest R(elfz,-rence Price Multi-Day(IIDI)rice Trigger
range

USDO0.01 to USD 5.49 USD4.00

USD5.50 to USD 5.99 USD4.50

USD6.00 to USD 6.99 USD5.00

USD7.00 to USD 7.99 USD5.50

USD8.00 to USD 9.99 USD6.00

USD10.00 and above USD7.00

(b) Amendments to the Letter Agreemehie following amendment to the Letter Agreemdnatlisbe deemed to be effect

as of the date of this Amendment Agreement:

0] The “Threshold” with respect to Coergarty of “USD3,000,000.00” is hereby deleted esplaced with “USDO”.
(c) Counterparty Guaranty
0] Counterparty shall deliver to Deater or before April 30, 2015 a counterparty guardttig “ Counterparty Guaranty

"), to be dated as of a date no later than April 3@52by each of the subsidiary guarantors set forthnnex B to the Confirmation
favor of Dealer as beneficiary thereof and subghytin the form of Annex B to the Confirmatiomrovidedthat the Counterpar
Guaranty shall reference the obligations and ligdsl of Counterparty under the Confirmation as adesl by each of the Amendme
provided, further, that Counterparty shall use its commercially oeable best efforts to ensure that the Countergaudgranty becom
enforceable in accordance with its terms against efithe subsidiary guarantors set forth in AnBeto the Confirmation in each of th
respective jurisdictions to the satisfaction of Reas promptly as possible. The parties hereteeagnd acknowledge that the failure
Counterparty to so deliver the Counterparty Guaratiall constitute an Additional Termination Evewnith Counterparty as the s
Affected Party and the Transaction as the solecidfd Transaction.

(d) Conditions to EffectivenessAs conditions to the effectiveness of this Amaedt Agreement:

0] The Company shall provide to Dealdirthe information requested by Dealer in connettisith its due diligenc
investigation of the Comparg/business, results of operations and financiatlition, including, without limitation (A) an updatn the
evolution of its business and its results sincentiest recent filing of the Company’s Form 20-F, (B¢ updated views of the Compagny’
senior management on trends and estimates that affevant business drivers, and (C) any otheveit information deemed relevan
analyze the credit of the Company, including butlimited to information regarding offalance sheet obligations, legal claims, or che
in corporate governance, all such information talBes sole satisfaction.
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(e) Additional Termination Events An Additional Termination Event (with the Trawctan being the sole Affect
Transaction and Counterparty being the sole Aftb&tarty) shall be deemed to have occurred if:

0] the Counterparty Guaranty does natopge effective and enforceable in accordance usthierms against each of
subsidiary guarantors set forth in Annex B to tlmf@mation in each of their respective jurisdictin to the satisfaction of Dealer, or
before May 15, 2015.

)] Waiver of Existing Additional Termination Event®ealer hereby waives the occurrence gf any Aaltil Terminatiol
Event arising under the Confirmation and the Agreenresulting from the occurrence of any Price JeigEvent (as defined prior
giving effect to this Amendment Agreement) prioithe date of this Amendment Agreement. Dealer amah@rparty agree that no aci
will be taken by Dealer as a result of the occureenf any such Price Trigger Event.

2. Representations and Warranti€ach party hereto represents to the other gardeeto, as of the date hereof, as to the maskt
forth in Section 3(a) of the Agreemeptovidedthat references in such Section to the Agreemeait Bk to this Amendment Agreement and
Letter Agreement. Counterparty hereby repeats,olaghe date of this Amendment Agreement, all th@resentations, warranties
acknowledgments contained in Sections 3 and 4 efGbnfirmation (other than Sections 4(d), 4(l) &th) of the Confirmation), as if su
representations, warranties and acknowledgmente wade with respect to the Letter Agreement andCiwefirmation and the Transaction
amended by this Amendment Agreement and the Amendm€ounterparty hereby represents and warraridgaler that, as of the date hereof
copies of resolutions provided by Counterparty HiotHings, as adopted by their respective boarddirettors and, in the case of Counterpart
sole shareholder, to Dealer on the Trade Date amththe Letter Agreement and the Transaction asnaed by this Amendment Agreement
the Amendments, and such resolutions have beeradolgted and remain in effect on the date hereof.

3. Governing Law and Jurisdictiormhis Amendment Agreement and all matters andailcontractual obligations arising out o
connection with the Amendment Agreement, shall beeghed by, and construed and enforced in accoedatith, the laws of the State of N
York (without reference to its choice of law dootriother than Title 14 of Article 5 of the Gene®diligations Law of New York). This Amendm:
Agreement is also subject to, and incorporatesjutigdiction provisions contained in Section 13@hthe Agreementprovidedthat in the first lin

of Section 13(b) the following shall be inserteteathe word, “Agreement”, “including, without litaition, disputes relating to any noontractue
obligations arising out of or in connection witlisthgreement”.

5. Counterparts This Amendment Agreement may be executed innamyber of counterparts, all of which shall constitane an
the same instrument, and any party hereto may éxéois Amendment Agreement by signing and delihgedne or more counterparts.

[ Signature page follow$
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Counterparty and Holdings hereby agree (i) to chaik Amendment Agreement carefully and promptlpmupeceipt so that errors
discrepancies can be promptly identified and rectiind (ii) to confirm that the foregoing (in teeact form provided by Dealer) correctly sets f
the terms of the Amendment Agreement, by manuddjgisg this Amendment Agreement or this page hesso&vidence of agreement to <
terms and providing the other information requedtedein and immediately returning an executed ctpyGoldman, Sachs & Co., EqL
Derivatives Documentation Department, Facsimile 2k2-428-1980/83.

Yours faithfully,

GOLDMAN SACHS INTERNATIONAL

By: /s/ Celine Assouline
Authorized Signator

Celine Assouline
Managing Director
Agreed and Accepted By:

ARCOS DORADOS B.V.

By: /s/ Mariano Tannenbaum

Name: Mariano Tannenbaum
Title:  Attorney-in-fact

ARCOS DORADOS HOLDINGS INC.

By: /s/ German Lemonnier

Name: German Lemonnier
Title:  Attorney-in-fact

Signature Page to Share Swap Transaction Confionadimendment No. 7




Exhibit 4.31

THIRD AMENDMENT TO
CREDIT AGREEMENT

THIS THIRD AMENDMENT TO CREDIT AGREEMENT is made drdated as of July 28, 2014 (the * Amendmgnamong ARCO
DORADOQOS B.V., a private company with limited lialbyl ( besloten venootschap met beperkte aansprakelijRha@iganized under the laws of 1
Netherlands with seat in Amsterdam (** Borrower "), certain subsidiaries of the Borrower as guasesthe “_Guarantor®, and BANK OF
AMERICA, N.A,, as lender (the “ Lendé)y and amends that certain Credit Agreement dated Asgust 3, 2011 (as the same has been am:
prior to the date hereof and may be further amewndedodified from time to time, the_* Credit Agreent”).

RECITALS

WHEREAS, the Lender has agreed, subject to thestemad conditions hereinafter set forth, to amemdGhedit Agreement in cert:
respects as set forth below.

NOW THEREFORE, for good and valuable consideratibwe, receipt and adequacy of which are hereby acletlged, the parti
hereby agree as follows:

1. Terms All terms used herein shall have the same megaras in the Credit Agreement unless otherwisendéfherein.

2.  _Amendment Upon the occurrence of the Amendment EffectivateD(defined below), Section 6.6 of the Credit Agnent i
hereby replaced in its entirety with the followipgragraph:

“Section 6.6 Consolidated Net Indebtedness taf BBIRatio. Permit the Consolidated Net IndebtedrtedsBITDA Ratio to be, as
the last day of any fiscal quarter of the Borrovggeater than 3.0 to 1.”

3. Representations and Warrantie&s of the date hereof, the Borrower and as efAmendment Effective Date, the Borrower
each Guarantor, hereby represents and warrarite foender that after giving effect to this Amendinen

3.1 _Authorization; Enforceable Obligations; Bontravention The execution, delivery and performance of hisendment by tr
Loan Parties have been duly authorized by all resggsaction, and this Amendment is a legal, vatid kinding obligation of the Loan Part
party hereto, enforceable in accordance with itsise except as enforceability may be limited byligpple Debtor Relief Laws. The executi
delivery and performance of this Amendment (i) @oein contravention of law or of the terms of drgan Partys organizational documents,
(i) will not result in the breach of or constituéedefault under, or result in the creation of anLor require a payment to be made unde
indenture, agreement or undertaking to which theedeer or any Guarantor is a party or by whichrifte property may be bound or affect
except in the case referred to in this clauset@ijhe extent that such breach, default, Lienaympent would not reasonably be expected to h
Material Adverse Effect.
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3.2 _Governmental Authorization; Other Conseniéo approval, consent, exemption, authorizat@yngther action by, or notice to,
filing with, any Governmental Authority, includirthe Central Bank of Brazil, or any other Persondsessary or required in connection with
execution, delivery or performance by, or enforcetregainst, the Borrower or any Guarantor of thimehdment, which has not been ¢
obtained.

3.3 _Incorporation of Certain Representatioster giving effect to the terms of this Amendmethe representations and warrantie
the Borrower and the Guarantors set forth in Aetidl of the Credit Agreement (except as to sugiresentations and warranties made as
earlier specified date which are true and correatfahe date made) are true and correct as addteehereof, (A) if any such representation
warranty is qualified as to materiality or by refece to the existence of a Material Adverse Effiecgll respects (as so qualified), or (B) if .
such representation and warranty is not so qudlifieall material respectprovided, that for purposes of this Section 3.3, the regmmzgions an
warranties of the Borrower contemplated in Sec8dnof the Credit Agreement shall be deemed ta tef¢he last day of the period coverec
the most recent financial statements furnisheth¢o ender under the Credit Agreemeampvided furtherthat the representation and warranty
forth in Section 3.16 of the Credit Agreement isdmaereby with respect to the period of four (434l quarters ended on June 30, 2014.

3.4 _Default Both before and after giving effect to this Arderent, no Default or Event of Default under thedirdgreement he
occurred and is continuing.

4. Conditions, EffectivenessThis Amendment shall become effective as ofdhee (the “ Amendment Effective Date on whict
each of the following conditions shall have bedisfad:

(@) The Lender shall have received this Amendrdaly executed and delivered on behalf of the 8oar and each Guarantor.

(b) The Borrower shall have paid on or befoeAmendment Effective Date all fees and other artsodue and payable by the
Borrower to the Lender (including fees and expeigesunsel to lender) in accordance with the Gradreement (as amended hereby) to the
extent invoiced to the Borrower prior to the AmeraimEffective Date.

(c) All consents, licenses and approvals reglimeconnection with the execution, delivery and@enance by the Loan Parties of
this Amendment shall have been received by the Raaties.

5. Miscellaneous
5.1 _Effectiveness of the Credit Agreement atitbioLoan Documents Except as hereby expressly amended, the Crepldéefnen

the Note, the Fee Letter and each Subsidiary JoiAdesement (if any), shall each remain in fullderand effect, are hereby ratified
confirmed in all respects on and as of the datedfeand each Loan Party hereby reaffirms its albléms thereunder.
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5.2 _Post Amendment Effective Date Covenants

(@) Within fifteen calendar days after the Ammredt Effective Date, Arcos Dourados Comércio denglitos Ltda. shall file the
Minutes of the Quotaholders’ Meeting\fa de Reunido de Quotistpauthorizing the Amendment with the Commercial iReg of the State of S&o
Paulo (Junta Comercial do Estado de S&o Paulo

(b) The Loan Parties shall furnish the Lendehwrue and correct copies of such resolutionspavders of attorney authorizing 1
Amendment as the Lender may reasonably requesinviitie calendar days of the Amendment EffectivaeDa

(c) Failure by any Loan Party to perform theamants set forth in this Section 5.2 shall resuiitomatic termination of this
Amendment and shall render this Amendment nulhard and without any effect.

5.3 _Waivers This Amendment is limited solely to the mattexpressly set forth herein and is specific in temel in intent and do
not constitute, nor should it be construed as, wevaor amendment of any other term or conditiaght; power or privilege under the Cre
Agreement or under any agreement, contract, indentilocument or instrument mentioned therein; ma&sdt preclude or prejudice any right:
the Lender thereunder, or any exercise theredi@ekercise of any other right, power or privileget shall it require the Lender to agree t
amendment, waiver or consent for a similar tramsacir on a future occasion, nor shall any futuegwer of any right, power, privilege or defe
hereunder, or under any agreement, contract, indendlocument or instrument mentioned in the CrAdittement, constitute a waiver of i
other right, power, privilege or default of the saaor of any other term or provision.

5.4 Loan Document This Amendment is a Loan Document.

5.5 _Counterparts This Amendment may be executed in any numbeoohterparts, and all of such counterparts takgather sha
be deemed to constitute one and the same instrument

5.6 _Governing Law This Amendment shall be governed by and condtim@ccordance with the laws of the State of NewkY

5.7 _Jurisdiction; Process AgenSections 9.10 and 9.12 of the Credit Agreemleall applymutatis mutandiso this Amendment.

[ Remainder of Page Intentionally Left Blajhk.
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above.

IN WITNESS WHEREOF, the parties hereto have catisisdAmendment to be duly executed and delivereaf &se date first written

ARCOS DORADOS B.V.as Borrowel

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

ARCOS SERCAL SERVICIOS, S A.DEC.V.,asa
Guarantol

By: /s/ Mariano Tannenbau
Name:Mariano Tannenbaul
Title: Attorney-in-Fact

ARCOS SERCAL INMOBILIARIA, S. DER.L.DEC.V. , ¢
a Guaranto

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

ARCOS DOURADOS COMERCIO DE ALIMENTOS,
LTDA. , as a Guarantc

By: /s/ Mariano Tannenbau
Name:Mariano Tannenbaul
Title: Attorney-in-Fact
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ARCOS DORADOS PUERTO RICO, LL, as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

GOLDEN ARCH DEVELOPMENT LLC, as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

ADCR INMOBILIARIA S.A. , as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaul
Title: Attorney-in-Fact

ARCOS DORADOS URUGUAY S.A, as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaul
Title: Attorney-in-Fact
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ARCOS DEL SUR SR, as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

ADUY S.A., as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

ARCOS DORADOS COSTARICA ADCR, S.A.,as a
Guarantol

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaul
Title: Attorney-in-Fact

SISTEMAS MCOPCO PANAMA, S.A, as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

ARCOS DORADOS PANAMA S.A, as a Guarantc

By: /s/ Mariano Tannenbau

Name:Mariano Tannenbaui
Title: Attorney-in-Fact

Page 6 of °




LENDER:

BANK OF AMERICA, N.A., as Lende

By: /s/ Brendan Henle

Name:Brendan Henle
Title: Managing Directo
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Subsidiaries of Reqistrant

Name Place of Incorporation
Adcon S.A. Argentina
Administrative Development Compa Delaware
Aduy S.A. Uruguay
Alimentos Arcos Dorados de Venezuela C Venezuele
Alimentos Arcos Dorados Margarita, C. Venezuele
Alimentos Arcos Dorados Punto Fijo, C. Venezuele
Alimentos Latinoamericanos Venezuela ALV, C Venezuele
Arcgold del Ecuador, S./ Ecuador
Arcos del Sur, S.R.L Uruguay
Arcos Dorados Argentina S., Argentina
Arcos Dorados Aruba N.\ Aruba
Arcos Dorados B.V Netherland:
Arcos Dorados Caribbean Development Ci Delaware
Arcos Dorados Colombia S.A Colombia
Arcos Dorados Codperatieve U. Netherland:
Arcos Dorados Costa Rica ADCR, S Costa Rice
Arcos Dorados Costa Rica Inmobiliaria, S Costa Rice
Arcos Dorados Curacao, N. Curacac
Arcos Dorados French Guia French Guiani
Arcos Dorados Guadelou| Guadeloupt
Arcos Dorados Martiniqu Martinique
Arcos Dorados Panama, S. Paname
Arcos Dorados Puerto Rico, LL Puerto Ricc
Arcos Dorados Restaurantes de Chile, L Chile
Arcos Dorados Trinidad Limite Trinidad
Arcos Dorados USVI, Inc.(St. Croi. usvi
Arcos Dourados Comercio de Alimentos Lt Brazil
Arcos Dourados Restaurantes Lt Brazil
Arcos SerCal Inmobiliaria, S. de R.L. de C Mexico
Arcos Dorados BraPa S.. Paname
Compaiiia de Inversiones Inmobiliarias (C.I.1.) £ Argentina
Complejo Agropecuario Carnico (Carnicos), C Venezuele
Arcos Dorados de Uruguay S. Uruguay
Gerencia Operativa ARC, C., Venezuele
Compaiiia Operativa de Alimentos COR, C Venezuele
Golden Arch Development LL! Delaware
LatAm, LLC Delaware
Logistics and Manufacturing LOMA Ci Delaware
Management Operations Compe Delaware
Operaciones Arcos Dorados de Perd, ! Peru
Restaurant Realty of Mexico, Ir Delaware
Sistemas Central America, S. Panam:
Sistemas McOpCo Panama, S Paname
Arcos Dorados Latam LL¢ Delaware
Arcos SEM Panama S Paname
Arcos Dorados Paisas Ltc Colombia
Arcos Dorados Paisa Ltda. & Cia S( Colombia




EXHIBIT 12.1
CERTIFICATION
I, Woods Staton, certify that:
1. I have reviewed this annual report on Forr-F of Arcos Dorados Holdings Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitte a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by
report;

3. Based on my knowledge, the financial statementd,atiner financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the company as of, and for, the gsrjsresented in this repc

4. The company’s other certifying officer(s) and | a@sponsible for establishing and maintaining disate controls and procedures da$ined ir
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as defiradExchange Act Rules 13e5(f) anc
15c¢-15(f)) for the company and hav

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedures tiesigned under our supervis
to ensure that material information relating to tloenpany, including its consolidated subsidiariesnade known to us by others wit
those entities, particularly during the period inigh this report is being prepare

b) Designed such internal control over financial réipgr or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggtie reliability of financial reporting and tpeeparation of financial statements
external purposes in accordance with generallymedeaccounting principle

c) Evaluated the effectiveness of the compamyisclosure controls and procedures and presémtdds report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psent based on such evaluation;

d) Disclosed in this report any change in the compaimternal control over financial reporting thatowed during the period covered by
annual report that has materially affected, oe@spbnably likely to materially affect, the companiyiternal control over financial reportii
and

5. The companys other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financial reportin
to the compar’s auditors and the audit committee of the com’s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and material weaknes$e the design or operation of internal controk¥inancial reporting which a
reasonably likely to adversely affect the comy's ability to record, process, summarize and refpahcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a signifitdatin the company’ interna
control over financial reporting
Date: April 29, 2015

/s/ Woods Stato
Name:Woods Statol
Title: Chief Executive Office




EXHIBIT 12.2
CERTIFICATION
I, José Carlos Alcantara, certify that:
1. I have reviewed this annual report on Forr-F of Arcos Dorados Holdings Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsitte a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by
report;

3. Based on my knowledge, the financial statementd,atiner financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the company as of, and for, the gsrjsresented in this repc

4. The companys other certifying officer(s) and | are responsilleestablishing and maintaining disclosure cdatemd procedures (as define:
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as defiradExchange Act Rules 13e5(f) anc
15c¢-15(f)) for the company and hav

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedures tiesigned under our supervis
to ensure that material information relating to tloenpany, including its consolidated subsidiariesnade known to us by others wit
those entities, particularly during the period inigh this report is being prepare

b) Designed such internal control over financial réipgr or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggtie reliability of financial reporting and tpeeparation of financial statements
external purposes in accordance with generallymedeaccounting principle

c) Evaluated the effectiveness of the compamyisclosure controls and procedures and presémtdds report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psent based on such evaluation;

d) Disclosed in this report any change in the compaimternal control over financial reporting thatowed during the period covered by
annual report that has materially affected, oe@spbnably likely to materially affect, the companiyiternal control over financial reportii
and

5. The companys other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financial reportin
to the compar’s auditors and the audit committee of the com’s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and material weaknes$e the design or operation of internal controk¥inancial reporting which a
reasonably likely to adversely affect the comy's ability to record, process, summarize and refpahcial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a signifitdatin the company’ interna
control over financial reporting
Date: April 29, 2015

/s/ José Carlos Alcanta
Name:José Carlos Alcanta
Title: Chief Financial Office




EXHIBIT 13.1
CERTIFICATION

The certification set forth below is being subndtia connection with the annual report of Arcos &tws Holdings Inc. on Form Zofor
the year ended December 31, 2014 (the “Report”yHerpurpose of complying with Rule 13a-14(b) oleR15d14(b) of the Securities Exchar

Act of 1934 (the “Exchange Actgnd Section 1350 of Chapter 63 of Title 18 of thétéd States Code. Woods Staton, the Chief Exex@fficel
of Arcos Dorados Holdings Inc., certifies thatthie best of his knowledge:

1. the Report fully complies with the requirementsSefttion 13(a) or 15(d) of the Exchange Act;

2.

the information contained in the Report fairly pets, in all material respects, the financial cbadiand results of operations of Ar
Dorados Holdings Inc

Date: April 29, 2015

/s/ Woods Stato
Name:Woods Statol
Title: Chief Executive Office




EXHIBIT 13.2
CERTIFICATION

The certification set forth below is being subndtia connection with the annual report of Arcos &tws Holdings Inc. on Form Zofor
the year ended December 31, 2014 (the “Report”yHerpurpose of complying with Rule 13a-14(b) oleR15d14(b) of the Securities Exchar

Act of 1934 (the “Exchange Actand Section 1350 of Chapter 63 of Title 18 of thetétl States Code. José Carlos Alcantara, thef Emancia
Officer of Arcos Dorados Holdings Inc., certifidmat, to the best of his knowledge:

1. the Report fully complies with the requirementsSefttion 13(a) or 15(d) of the Exchange Act;

2.

the information contained in the Report fairly pets, in all material respects, the financial cbadiand results of operations of Ar
Dorados Holdings Inc

Date: April 29, 2015

/sl José Carlos Alcanta

Name:José Carlos Alcanta
Title: Chief Financial Office




Exhibit 15.1

Consent of Independent Registered Public Accourking

We consent to the incorporation by reference inféHewing Registration Statements:
(8] Registration Statement (Forn-3ASR No. 33-187531) of Arcos Dorados Holdings Inc., ¢
2) Registration Statement (Forr-8 No. 33:-173496) pertaining to the Equity Incentive PlarAodos Dorados Holdings In

of our reports dated March 17, 2015, with respethé consolidated financial statements and trextffeness of internal control over financial
reporting of Arcos Dorados Holdings Inc., includedhis Annual Report (Form 20-F) for the year eshileecember 31, 2014.

Buenos Aires, Argentina
April 29, 2015

/s/ Pistrelli, Henry Martin y Asociados S.R
PISTRELLI, HENRY MARTIN Y ASOCIADOS S.R.l
Member of Ernst & Young Globi




