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Part | Financial Information

Item 1. Financial Statements
BIGLARI HOLDINGS INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in $000s, except share and per share data)

April 11, September 28,

2012 2011
(Unaudited)
Assets
Current assets:

Cash and Cash EQUIVAIENTS. ........c.iiiii e ettt ettt ettt bt e et s e ne e $ 37042 $ 98,987

LY U 1T € PSP PP POUPPPUPPI 217,743 115,321

Receivables, net of allowance of $742 and $559, respectively ... 8,131 4,133

INVEINTOTIES .ottt ittt ettt ettt et e b e e te et e e be e be e st e ebeeabesbeebeeabeebs e be et besbe e st e sbeere e besatesbesreenreants 6,423 5,886

DEFErred INCOME TAXES .....eiveiieiiieieiri ettt bbbttt — 6,150

PNy Sl 1= [0 R (o] =TSRSS 6,203 6,870

ONEE CUITENT ASSELS ... veeiviiiriectie et e ctee e eteeete e et e et eesteesateesteeesbeesateasbesesseesbeesaeeenteesreessseanresarens 6,393 3,237
TOLAL CUITENT ASSEES 1..vviviitieite it ettt ettt et e et st e e e sbeetresbeesbesbe e st e sbeersesbeeabesbesbesbeenbesbeernerens 281,935 240,584
Property and QUIPMENT, NEL ..ot 362,079 371,736
GOOUWIIL ... ..ottt be e be st e st e s be e b e e st e sbeereeabesasesbesbeenbesbeesreans 27,529 27,529
Other iNtangible @SSELS, NEL......ciiiiiiiicece ettt besre e 6,587 6,950
NI ASSELS. .. veiviiteiireie ittt sttt et et sttt e et e et e sbeete e b e et e s beesseabeeabesbesbeebeabeesbeerseabeeasesbesteenbesreeneeens 9,615 7,278
Investments held by consolidated affiliated partnerships...........ccoovirioneieine e 23,603 18,783
TTOTAL @SSELS ..ottt et et e e et e et e e e et e st et et eeeeeees e et et ees e e eneeseeeeenesee s eseeneeeeeeeeneneeareseenteteeneaneareerenee et ene et ane e $ 711,348 $ 672,860
Liabilities and shareholders’ equity
Liabilities
Current liabilities:

ACCOUNES PAYADIE ...t $ 33921 $ 29,236

DUE 10 BIOKEN .....vveveeceecee e 3,852 7,272

ACCIUE EXPENSES ...t 44,888 46,948

Revolving credit.........ocooeivieieneieieeeee e 15,000 15,000

Deferred inCOME taXes .....cccvvvvevveireeiieieeeeireenenes 4,029 —

Current portion of obligations under leases 5,560 5,272

Current portion of long-term debt..........c.ccceevrenne 11,180 11,141
Total current liabilities...... 118,430 114,869
Deferred income taxes....... 10,086 6,664
Obligations under leases... 112,769 116,066
LONG-LEIM GO ...ttt b bt ettt e et e st bt et e et e b et e ne e e e neene e 95,793 101,417
Other 10Ng-term HaDITTIES. ... ...ciiiieic ettt b e et reaaeneas 9,754 8,914
TOAL HADIITIES. ...t bbbt b e bbbttt eb e 346,832 347,930
Commitments and contingencies
Redeemable noncontrolling interests of consolidated affiliated partnerships ...........ccccoeevvinieiicineinnnns 54,822 45,252
Shareholders’ equity
Common stock — $0.50 stated value, 2,500,000 shares authorized — 1,511,174 shares issued,

1,227,558 and 1,227,276 shares outstanding (net of treasury stock), respectively ...........c.ccccoveeircennnn. 756 756
Additional paid-in capital 138,735 144,569
RETAINEA BAIMINGS. ...vtiveitiieeieteeti ettt ettt e et e s e s e e teste s b e e e st et e ebesbesb e besse b e s enseteabesbessesbesaesserearens 243,713 230,390
Accumulated other comprehensive iNCOME (I0SS) ........eiiviiriiirineisieise e 17,057 (5,468)
Treasury stock — at cost: 283,616 and 283,898 shares (includes 205,743 shares held by consolidated

affiliated partnerships) at April 11, 2012 and September 28, 2011, respectively ..........cccoeirvirnciennnn (90,567) (90,569)
Biglari Holdings INnc. shareholders’ 8QUILY ..ot e 309,694 279,678
Total liabilities and shareholders’ BQUITY .........ccciiiiiiiicice e $ 711,348 % 672,860

See accompanying Notes to Condensed Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS

(Sixteen and Twenty-Eight Weeks Ended April 11, 2012 and April 13, 2011)

(amounts in $000s, except share and per share data)

Sixteen Weeks Ended Twenty-Eight Weeks Ended
2012 2011 2012 2011
(Unaudited) (Unaudited)
Net revenues
Restaurant Operations
N SAIES ..ttt et bbb bbb bbb $ 218358 $ 207,896 $ 379,874 $ 360,955
Franchise fees. 2,603 2,305 4,747 4,350
Other revenue . 790 711 1,320 1,222
TOTAL o 221,751 210,912 385,941 366,527
Investment Management Operations
Management fE8 INCOME ...........ciiiiriiiii e — 114 — 224
Consolidated Affiliated Partnerships
INVESTMENT JAINS/IOSSES. .....veveverietiieiseie ettt ettt s eneeae e ens 1,842 259 3,966 2,946
OLNer INCOME/IOSS .......cuiieeetieteeee ettt 91 (8) 167 302
TTOTAL .t bbbt b et bbb bbbt bt benere s 1,933 365 4,133 3,472
TOLAl NEL FEVENUES ...ttt etttk s b et eb e bt et abe s 223,684 211,277 390,074 369,999
Costs and expenses
COSE OF SAIES ...ttt ettt bbb 63,272 57,543 108,696 98,823
Restaurant operating costs ... 102,807 102,640 176,770 175,329
General and admMINISETALIVE ........ccvivivieiriei s 19,854 14,595 33,112 25,609
Depreciation and amortiZation ............c.coovieriiriiineiee e 8,098 8,683 14,399 15,292
Marketing .......ccoooevevncnnnnnn 11,390 10,780 20,277 19,731
Rent ..o 5,445 5,124 9,492 9,020
Pre-0pening COStS........coevriiriierinesieeseesie e 322 34 423 76
Asset impairments and provision for restaurant closings 320 (270) 320 13
Loss on disposal Of @SSEtS ..........cocueerirrireerinnericnnee 153 153 369 257
Other operating (INCOME) EXPENSE ........euvrueriruirtererteeieiereeiesieseste st se e se e eee e esesae e enas (125) (57) (644) 765
Total coStS aNd EXPENSES, NEL .....c.cviriiiriiiiiiieie sttt 211,536 199,225 363,214 344,915
Other income (expense)
Interest, dividend and other investment INCOME..........ccoveirinriiiin e 776 118 1,402 153
Interest on obligations under leases .................. (3,102) (3,261) (5,427) (5,710)
Interest eXPense .......occeveereeerierenne. (2,533) (867) (4,388) (1,432)
Realized investment gains/losses........ 378 366 3,973 3,244
Derivative and short sale gains/losses. — 32 — 207
Total 0ther INCOME (EXPENSE) .......euiiieiriiieiiteteierisist ettt (4,481) (3,612) (4,440) (3,538)
Earnings before iNCOME taXES .......cooveiriiieinicise s 7,667 8,440 22,420 21,546
INCOME TAXES ...ttt ettt r et 2,136 2,687 6,896 7,028
NET BAITIHNGS vevveveeverieieiiiietesee et e et e st et e te st sesa e s e e teseeseste e e sesteseasesenteseesesaenens 5,531 5,753 15,524 14,518
Earnings attributable to redeemable noncontrolling interest:
INCOME AHOCALION ...t (1,003) (108) (2,237) (1,920)
INCENLIVE TEE ...t — — 36 2,510
Total earnings/loss attributable to redeemable noncontrolling interests .. (1,003) (108) (2,201) 590
Net earnings attributable to Biglari Holdings INC. ..........cccoeeveiiviicciiicccecee $ 4528 % 5645 $ 13323  $ 15,108
Earnings per share attributable to Biglari Holdings Inc.
Basic earnings per common and common equivalent share...... . 339 % 425 $ 999 $ 11.38
Diluted earnings per common and common equivalent share $ 339 % 423  $ 997 $ 11.31
Weighted average shares and equivalents
BaSIC ... vt 1,333,848 1,327,685 1,333,685 1,327,480
DIHULE. ...t bbbt b et sb ettt b e 1,337,446 1,334,653 1,336,904 1,335,878

See accompanying Notes to Condensed Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Twenty-Eight Weeks Ended April 11, 2012 and April 13, 2011)
(amounts in $000s)

Operating activities
INBE BAITHNES ...ttt stttk ettt ettt b b ekt b e st b e bt b e e e b £ b e e e b e b e R e eE e R s e b2 £ e b £ b e R e e b e 2 b e b £ 4E 2R £ e b e 4 E 2R E e b e R £ e b e R b e b e e e eh £ e b e e e e b e e b et e be s b et e ne et et s
Adjustments to reconcile net earnings to operating cash flows (excluding investment
operations of consolidated affiliated partnerships):
Depreciation and amortization .............c.c.cceueeee
Provision for deferred income taxes..........ccccccoeevnnnnnn.
Asset impairments and provision for reStaurant CIOSINGS. ..........o.eueiiireiiireiee e
Stock-based compensation and Other NON-CASN EXPENSES ..........couiuiriiiriiieieiee sttt ettt b ettt eb e ebe e s
Loss on disposal Of @SSEtS..........ceurerrrireerinirnieeinee
Realized investment gains/losses ........
Derivative and short sale gains/losses ....
Changes in receivables and inventories..
Changes in other assets ........ccoevvverveiereiveiereeenns
Changes in accounts payable and ACCTUBH EXPENSES.........cue uriruirieiirieieieie ettt sttt ettt st esees et st e e st e seeseebe e e b e b e e s besesbe e ebeeae s
Investment operations of consolidated affiliated partnerships:
PUICRASES OF INVESIMENTS. ..ot
Sales of investments..............
Realized investment gains, net.
Unrealized gains on marketable securities held by consolidated affiliated partnerships..............
Changes in due to/from broker and cash equivalents held by consolidated affiliated partnerships..
Net cash provided DY OPerating GCHIVITIES ...........cuiiiiiiiiie ittt bbbttt b e bt bbb b s
Investing activities
Additions of Property AN EQUIPIMENT ..........ci ittt et b et b e se e s e e b e st e bt e b e et e s e ebesbebeebeseebesbe e ebeabebennee
Proceeds from property and equipment disposals.
Purchases of investments...
Sales of investments..............
Changes in due to/from broker.............cccoeevene.
Net cash (used in) provided by investing activities...
Financing activities
Proceeds from revoIVING Credit TACHITY .....voiiieiieeises ettt s e s e s teneeneetesaennneas
Payments on reVoIVING CrEit FACHTLY ..........oiiiiie ittt b bbb se et
BOrrowWings 0N 1ONG-tEIM GEDL.........ouiiiiieieiie ettt et bt b e bbbtk se e bt s b et e b e b e bt e b e e et e e et e nb et ebenan
Principal payments on long-term debt..............c.........
Principal payments on direct financing lease obligations.............cc.ccoceevnennne.
Proceeds from exercise of stock options and employees Stock purchase pPlan ...
Excess tax benefits from StOCK-DASEH GWATUS ...........c.cviviiiiiiiice s
Repurchase of employee shares for tax WIthROIAING ..ot
Financing activities of consolidated affiliated partnerships:
Contributions from noncontrolling interests..
Distributions to noncontrolling interests........
Net cash used in financing activities...................
(Decrease) increase in cash and cash equivalents ..
Cash and cash equivalents at beginning of period..
Cash and cash equivalents at €Nd OF PEFIOA............couiiiiiiie bbbttt sb et b e b e seen

See accompanying Notes to Condensed Consolidated Financial Statements.

Twenty-Eight Weeks Ended

2012 2011
(Unaudited)
$ 15524 $ 14,518
14,399 15,292
(204) 1,314
320 13
638 572
369 257
(3,973) (3,244)
— (207)
(4,749) (5,161)
(6,156) 1,261
2,475 2,679
(6,356) (28,057)
12,103 37,752
(1,585) (2,567)
(2,381) (379)
(6,598) (1,858)
13,826 32,185
(4,702) (7,556)
1,595 1,988
(93,857) (25,841)
31,739 44,422
(3,420) (3,903)
(68,645) 9,110
— 144,325
— (149,281)
— 20,000
(5,585) (15,289)
(3,009) (4,301)
3 477
383 —
— (494)
1,107 691
(25) (15,772)
(7,126) (19,644)
(61,945) 21,651
98,987 47,563
$ 37,042 $ 69,214




BIGLARI HOLDINGS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(Twenty-Eight Weeks Ended April 11, 2012 and April 13, 2011)

(Unaudited)

Balance at September 28, 2011

Net earnings attributable to Biglari Holdings INc...........cc.ccoceevnennne.

(amounts in $000s)

Accumulated

Reclassification of investment appreciation in net earnings, net of $553 tax .....
Net change in unrealized gains and losses on investments, net of $14,358 tax...

Total comprenensive INCOME ........coveviieririeiieiriee e

Exercise of stock options and other stock compensation transactions................
Adjustment to redeemable noncontrolling interest to reflect maximum

redemplion VAIUE...........ccooiiiiiiie e
Balance at April 11, 2012 .......cccooviiiiiiiiine e

Balance at September 29, 2010

Net earnings attributable to Biglari Holdings INC. ......cccccooeiiiiniicnnee
Reclassification of investment appreciation in net earnings, net of $821 tax...
Net change in unrealized gains and losses on investments, net of $379 tax..

Total comprehensive INCOME.........corrirerieieeiseee e
Exercise of stock options and other stock compensation transactions ...

Adjustment to redeemable noncontrolling interest to reflect maximum

FEAEMPLION VAIUE.......ccuiiiiiieiieii e

Balance at April 13, 2011

Additional Other
Common Paid-In Retained Comprehensive Treasury
Stock Capital Earnings Income Stock Total

.................. $ 756 $144569 $230,390 $ (5,468) $ (90,569) $279,678
.................. 13,323 13,323
(902) (902)

23,427 23,427

.................. 35,848
453 2 455

.................. (6,287) (6,287)
.................. $ 756 $138,735 $243,713 $ 17,057 $ (90,567) $309,694
$ 756 $143521 $195825 $ (1,152) $ (89,955) $ 248,995

.................. 15,108 15,108
1,285 1,285

592 592

16,985

................... 741 (537) 204
................... (7,668) (7,668)

$ 756

$ 136,594 $ 210,933

725 $ (90,492) $ 258,516

See accompanying Notes to Condensed Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
April 11, 2012
(amounts in $000s, except share and per share data)

1. General

The accompanying unaudited condensed consolidated financial statements of Biglari Holdings Inc. (“we”, “us”, “our”, “Biglari
Holdings”, or the “Company”) have been prepared in accordance with accounting principles generally accepted in the United
States of America applicable to interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and notes required by accounting principles generally
accepted in the United States of America for complete financial statements. In our opinion, all adjustments considered necessary
to present fairly the condensed consolidated Balance Sheet, the condensed consolidated Statements of Earnings, the condensed
consolidated Statements of Cash Flows and the condensed consolidated Statements of Changes in Shareholders’ Equity have
been included, and consist only of normal recurring adjustments. The condensed consolidated Statements of Earnings for the
sixteen and twenty-eight weeks ended April 11, 2012 and April 13, 2011 are not necessarily indicative of the condensed
consolidated Statements of Earnings for the entire fiscal years. For further information, refer to the consolidated financial
statements and notes thereto included in our Annual Report on Form 10-K for the fiscal year ended September 28, 2011.

Biglari Holdings Inc. is a diversified holding company engaged in a number of diverse business activities. The Company is led
by Sardar Biglari, Chairman and Chief Executive Officer of Biglari Holdings and its major operating subsidiaries. The
Company’s long-term objective is to maximize per-share intrinsic value of the Company. Our strategy is to reinvest cash
generated from our operating subsidiaries into any investments with the objective of achieving high risk-adjusted returns. All
major operating, investment, and capital allocation decisions are made for the Company and its subsidiaries by Sardar Biglari,
Chairman and Chief Executive Officer.

Basis of Presentation and Consolidation

As of April 11, 2012, the condensed consolidated financial statements include the accounts of (i) the Company, (ii) its wholly-
owned subsidiaries Steak n Shake Operations, Inc. (“Steak n Shake”), Western Sizzlin Corporation (“Western”), and Biglari
Capital Corp. (“Biglari Capital™), and (iii) investment related subsidiaries and limited partnerships (the “consolidated affiliated
partnerships”). As a result of the Company’s acquisitions of Western and Biglari Capital during fiscal year 2010, the Company
acquired financial interests in The Lion Fund, L.P. (the “Lion Fund”), Western Acquisitions, L.P., Mustang Capital Partners I,
L.P. and Mustang Capital Partners Il, L.P., investment limited partnerships (collectively referred to as consolidated affiliated
partnerships), for which the Company has a substantive controlling interest. During the first quarter of fiscal year 2011, Mustang
Capital Partners I, L.P. and Mustang Capital Partners Il, L.P. were liquidated and the funds distributed to the partners. During the
third quarter of fiscal year 2011, Western Mustang Holdings, L.L.C. sold its interests in Mustang Capital Management, L.L.C.
and Mustang Capital Advisors, L.P.

We consolidate entities in which we have a wholly-owned or controlling interest in the general partner. The consolidated
affiliated partnerships’ assets and liabilities are consolidated on the Company’s balance sheet even though outside limited
partners have majority ownership in all of the investment partnerships. The Company does not guarantee any of the liabilities of
its subsidiaries that are serving as general partners to these consolidated affiliated partnerships. All intercompany accounts and
transactions have been eliminated in consolidation.

Western’s and Biglari Capital’s March 31 quarter end for financial reporting purposes differs from the end of the Company’s
fiscal quarter of April 11, 2012. There were no significant transactions in the intervening period.

2. New Accounting Standards

In December 2011, the Financial Accounting Standards Board (the “FASB”) issued Accounting Standards Update (“ASU”)
2011-12, Comprehensive Income (“ASU 2011-12”). The amendments in ASU 2011-12 superseded certain pending paragraphs
in ASU 2011-05, Presentation of Comprehensive Income (“ASU 2011-05) to effectively defer only those changes in ASU
2011-05 that related to the presentation of reclassification adjustments out of accumulated other comprehensive income. The
adoption of ASU 2011—12 will not impact the measurement of net earnings or other comprehensive income.

In September 2011, the FASB issued ASU 2011-08, Testing Goodwill for Impairment (“ASU 2011-08"). ASU 2011-08
amends Accounting Standards Codification (“ASC”) Topic 350, Intangibles — Goodwill and Other (“ASC Topic 350”), and
allows an entity to first assess qualitative factors to determine whether it is necessary to perform the two-step quantitative
impairment test. An entity would not be required to calculate the fair value of a reporting unit unless the entity determines, based



on qualitative assessment, that it is more likely than not that its fair value is less than its carrying amount. The guidance is
effective for annual and interim goodwill impairment tests performed for fiscal years beginning after December 15, 2011, which
is effective for the Company’s first quarter of fiscal year 2013. We do not believe that the adoption of ASU 2011-08 will have a
material effect on the Company’s condensed consolidated financial statements.

In June 2011, the FASB issued ASU 2011-05. ASU 2011-05 amends ASC Topic 220, Comprehensive Income (“ASC Topic
2207), and allows entities the option to present the total of comprehensive income, the components of net income, and the
components of other comprehensive income either in a single continuous statement of comprehensive income or in two separate
but consecutive statements. The guidance should be applied retrospectively and is effective for interim and annual periods
beginning after December 15, 2011, which is effective for the Company’s first quarter of fiscal year 2013. The adoption of ASU
2011-05 will not impact the measurement of net earnings or other comprehensive income.

In May 2011, the FASB issued ASU 2011-04, Amendments to Achieve Common Fair Value Measurement and Disclosure
Requirements in U.S. GAAP and IFRSs (“ASU 2011-04”). ASU 2011-04 attempts to improve the comparability of fair value
measurements disclosed in financial statements prepared in accordance with U.S. GAAP and IFRS. Amendments in ASU 2011-
04 clarify the intent of the application of existing fair value measurement and disclosure requirements, as well as change certain
measurement requirements and disclosures. ASU 2011-04 was effective for the Company’s first quarter of fiscal year 2012 and
was applied on a prospective basis. The adoption of ASU 2011-04 did not have a material effect on the Company’s condensed
consolidated financial statements.

In January 2010, the FASB issued ASU 2010-06, Improving Disclosures about Fair Value Measurements (“ASU 2010-06").
ASU 2010—06 amends ASC Topic 820, Fair Value Measurements and Disclosures (“ASC Topic 8207), and requires additional
disclosure about significant transfers between levels 1, 2, and 3 of the fair value hierarchy as well as disclosure of changes in
level 3 activity on a gross basis. In addition, the guidance clarifies existing requirements regarding the required level of
disaggregation by class of assets and liabilities and also clarifies disclosures of inputs and valuation techniques. The guidance
became effective beginning in the Company's second quarter of fiscal year 2010, except for the requirement to disclose level 3
activity on a gross basis, which was effective as of the beginning of the Company's fiscal year 2012. The adoption did not have a
material impact on the Company's condensed consolidated financial statements.

3. Earnings Per Share

Earnings per share of common stock is based on the weighted average number of shares outstanding during the year. For
financial reporting purposes all common shares of the Company held by the consolidated affiliated partnerships are recorded in
Treasury stock on the condensed consolidated Balance Sheet. For purposes of computing the weighted average common shares
outstanding, the shares of treasury stock attributable to the unrelated limited partners of the consolidated affiliated partnerships
— based on their proportional ownership during the period — are considered outstanding shares.

The following table presents a reconciliation of basic and diluted weighted average common shares.

Sixteen Weeks Ended Twenty-Eight Weeks Ended

April 11, April 13, April 11, April 13,
2012 2011 2012 2011
Basic earnings per share:
Weighted average common Shares .........cccceeeverivvvsnanns 1,333,848 1,327,685 1,333,685 1,327,480
Diluted earnings per share:
Weighted average common Shares .........cc.cceeeverivrvnnannns 1,333,848 1,327,685 1,333,685 1,327,480
Dilutive effect of stock awards ..........cccceeveiveiiiieeereenn, 3,598 6,968 3,219 8,398
Weighted average common and incremental shares ......... 1,337,446 1,334,653 1,336,904 1,335,878
Number of share-based awards excluded from the
calculation of earnings per share as the awards’
exercise prices were greater than the average
market price of the Company’s common stock ............ 705 — 705 1,030




4. Investments
Investments consisted of the following:

April 11, September 28,

2012 2011
(0T AR $ 190,231 $ 124,140
GrOSS UNTEAIIZEA AINS ..ottt bbbttt bbbt bttt et et nbe b 27,859 1,956
Gross UNrealized [0SSES .........cociiiiiiiiiici i s (347) (10,775)
FAIT VAIUE .ottt ettt ettt et e e e be e e s be e e be e s e beeebe e e sbeeebeesebeeenbeeebeeenbeeans $ 217,743 % 115,321

Unrealized losses of marketable equity securities at April 11, 2012 relate to securities that have been in an unrealized loss
position for less than 12 months. A majority of the gross unrealized losses at September 28, 2011 were due to one investment.
Most of our investments at April 11, 2012 are concentrated in one security. We consider several factors in determining other-
than-temporary impairment losses including the current and long-term business prospects of these issuers, the length of time and
relative magnitude of the price decline and our ability and intent to hold the investment until the price recovers.

Investment gains/losses are recognized when investments are sold (as determined on a specific identification basis) or as
otherwise required by GAAP. The timing of realized gains and losses from sales can have a material effect on periodic earnings.
However, such realized gains or losses usually have little, if any, impact on total Shareholders’ equity because the investments
are carried at fair value with any unrealized gains/losses included as a component of Accumulated other comprehensive income
in Shareholders’ equity.

Realized investment gains/losses were as follows:

Sixteen Weeks Ended Twenty-Eight Weeks Ended
April 11, April 13, April 11, April 13,
2012 2011 2012 2011
Gross realized gains 0N Sales ........cceoeveieieni i $ 378 % 366 $ 4357 % 3,250
Gross realized 10sses 0N Sales ... $ — 3 — 3 (384) $ 6)

5. Consolidated Affiliated Partnerships

Collectively, The Lion Fund L.P., Western Acquisitions, L.P., Mustang Capital Partners I, L.P. and Mustang Capital Partners II,
L.P. are referred to as consolidated affiliated partnerships of the Company. Investments held directly by the consolidated
affiliated partnerships usually consist of domestic equity securities. Certain of the consolidated affiliated partnerships hold the
Company’s common stock as investments. In our condensed consolidated financial statements, the Company classifies this
common stock as Treasury stock despite the shares being legally outstanding. As of April 11, 2012 and September 28, 2011, the
consolidated affiliated partnerships held 205,743 shares of the Company’s common stock ($69,221 at cost).

Consolidated net earnings of the Company include the realized and unrealized appreciation and depreciation of the investments
held by consolidated affiliated partnerships, other than realized and unrealized appreciation and depreciation of investments the
consolidated affiliated partnerships hold in the Company’s equity securities which has been eliminated in consolidation.

In fiscal year 2010, Biglari Holdings invested a total of $35,697 in the Lion Fund, both in the form of the acquisition of the
general partner and as a direct limited partner investment. The fair value of these investments in the Lion Fund totaled $51,000
as of the end of the fiscal 2012 second quarter. No amounts were invested in the year-to-date period in fiscal year 2012 or in
fiscal year 2011. These investments in the Lion Fund do not appear explicitly in the Company’s condensed consolidated Balance
Sheet because of the requirement to consolidate fully the Lion Fund (inclusive of third party interests) in the Company’s
financial statements. Further, the Lion Fund’s portfolio holds significant interests in Biglari Holdings” common stock, which as
described above is classified on the Company’s condensed consolidated Balance Sheet as a reduction to Shareholders’ equity.
Biglari Holdings’ pro-rata ownership of its Company common stock through the Lion Fund was 98,620 shares of stock (with a
fair value of $39,729) based on Biglari Holdings’ ownership interest in the Lion Fund as of the end of the fiscal 2012 second
quarter.

During the first quarter of fiscal year 2011, Mustang Capital Partners I, L.P. and Mustang Capital Partners Il, L.P. were
liquidated and the funds distributed to the partners. The distribution of $15,660, including $1,421 of noncash distributions, is
noted in the Distributions to noncontrolling interests line in the reconciliation below.



During the third quarter of fiscal year 2011, Western Mustang Holdings, L.L.C. sold its interests in Mustang Capital
Management, L.L.C. and Mustang Capital Advisors, L.P. As a result of the sale, the Company does not have involvement in the
operations of Mustang Capital Management, L.L.C. and Mustang Capital Advisors, L.P. Although these entities meet the
definition of “discontinued operations,” as defined in FASB ASC paragraph 205-20-45-1, Reporting Discontinued Operations
(“ASC paragraph 205-20-45-1"), we have not separated the results of operations because the amounts are immaterial to our
consolidated financial numbers. Net earnings after tax related to the entities were approximately $13 and $1,063 for the sixteen
and twenty-eight weeks ended April 13, 2011, including $0 and $1,246, respectively, that were attributable to noncontrolling
interests.

The following table summarizes the cost and fair value of the investments held by the consolidated affiliated partnerships, other
than holdings of the Company’s equity securities:

April 11, September 28,
2012 2011
Equity securities:
(O $ 14811 $ 19,122
FAIT VAIUE oottt ettt e st e st e e e abe e s beeeabe e e beesabeeebeeenreeanes $ 17,005 $ 18,783

Investments held by consolidated affiliated partnerships on the condensed consolidated Balance Sheet includes $6,598 and $0 of
cash that is only available for use by the consolidated affiliated partnerships at April 11, 2012 and September 28, 2011,
respectively.

Realized investment gains/losses arise when investments are sold (as determined on a specific identification basis). The net
realized gains/losses from investments held by consolidated affiliated partnerships, other than holdings of the Company’s equity
securities, were as follows:

Sixteen Weeks Ended Twenty-Eight Weeks Ended
April 11, April 13, April 11, April 13,
2012 2011 2012 2011
Net unrealized gainS/IOSSES .......coevererirerieieiese e $ 1683 $ 154 % 2381 $ 379
Net realized gains/losses from sale ..........cccccccocevveieiiiiieiienan, $ 159 $ 105 $ 158 $ 2,567

The limited partners of each of the investment funds have the ability to redeem their capital upon certain occurrences; therefore,
the ownership of the investment funds held by the limited partners is presented as Redeemable noncontrolling interests of
consolidated affiliated partnerships and measured at the greater of carrying value or fair value on the accompanying condensed
consolidated Balance Sheet. The maximum redemption amount of the redeemable noncontrolling interests as of April 11, 2012
is $54,822.

The following is a reconciliation of the redeemable noncontrolling interests in the consolidated affiliated partnerships.

Twenty-Eight Weeks Ended

April 11, April 13,
2012 2011
Carrying value at beginning Of PEriod .........ccccvviviiieie i $ 45252  $ 62,245
Contributions from noncontrolling INTEFESES ........cccoveiiriiiiiieeee e 1,107 691
Distributions to Noncontrolling INTEIESES ..........cooeiiiriiiie s (25) (17,193)
INCENEIVE TR ... (36) (2,510)
INCOME / 10SS AHHOCALION ....veiiiviiiiii ittt re e st e s be e srbe e sabeesare s 2,237 1,920
Adjustment to redeemable noncontrolling interest to reflect maximum redemption value ...... 6,287 7,668
Carrying value at end Of PEFIOT .......coeoviiriiiiie e 3 54822 $ 52,821

The Company, through its ownership of Biglari Capital and Western Investments Inc., is entitled to an incentive fee to the extent
investment performance of the consolidated affiliated partnerships exceeds specified hurdle rates. Any such fee is included in net
earnings attributable to the Company in the period in which the fee is earned.

Biglari Capital, the general partner of the Lion Fund, earned a $36 incentive reallocation fee at December 31, 2011. At December
31, 2010, Biglari Capital earned a $5,199 incentive reallocation fee; however, $2,689 was eliminated, for that amount represents
the Company’s fee as a limited partner, uncharged because the Company owns the general partner. The remaining $2,510 is an
incentive fee that was charged and reallocated from outside limited partners of the Lion Fund. The incentive fee is assessed only



once a year, on December 31, and no predictability of such earnings exists because the Lion Fund’s annual performance is
unpredictable.

Net earnings attributable to the Company only includes the Company’s share of earnings and losses related to our investments in
the consolidated affiliated partnerships; all other earnings or losses from the consolidated affiliated partnerships are allocated to
the redeemable noncontrolling interests.

6. Assets Held for Sale

Assets held for sale are composed of the following:

April 11, September 28,

2012 2011
Land and BUITAINGS ...c.oceiviiiicece e b e ans $ 5740 $ 6,262
IMPIOVEMENTS ...t r et r e e e n e nneens 463 608
Total @SSELS NEIA FOr SAIE ......ocveiieeii i sb e e ebe e s sreeenes, $ 6,203 $ 6,870

The April 11, 2012 balance included the following assets: one office building, three restaurants, and nine parcels of land. The
Company expects to sell these properties by fiscal year end. For any of these properties that are not sold by then, we expect to
classify them as other long term assets.

7. Other Current Assets

Other current assets primarily include prepaid rent, prepaid contractual obligations and current portion of capitalized loan
acquisition costs.

8. Property and Equipment
Property and equipment is composed of the following:

April 11, September 28,

2012 2011

5 3T ORISR $ 160,421 $ 161,339
{2107 o [T o ST U R URUR 149,927 149,444
Land and leasehold imProVEMENLS ..........ccooiiiiiiiiie e 155,091 153,731
EQUIPIMENT .ot b bbbt bbbttt b bt 203,679 202,933
CONSLIUCTION TN PIOGIESS ..vivvteiterietesie ettt sttt sttt bbbt sb et b et et b e st b ee 2,567 1,850

671,685 669,297
Less accumulated depreciation and amortization ... (309,606) (297,561)
Property and eQUIPMENT, NEL ........civ ittt sneere e e s $ 362,079 $ 371,736

9. Goodwill and Other Intangibles

Goodwill
Goodwill consists of the excess of the purchase price over the fair value of the net assets acquired in connection with business
acquisitions. There was no change to the carrying value of goodwill from September 28, 2011.

We are required to assess goodwill and any indefinite-lived intangible assets for impairment annually, or more frequently if
circumstances indicate impairment may have occurred. The analysis of potential impairment of goodwill requires a two-step
approach. The first step is the estimation of fair value of each reporting unit. If step one indicates that impairment potentially
exists, the second step is performed to measure the amount of impairment, if any. Goodwill impairment exists when the
estimated fair value of goodwill is less than its carrying value.

During the quarter ended September 28, 2011, we performed our annual assessment of the recoverability of our goodwill related
to four reporting units related to our Steak n Shake operations. During the second quarter of fiscal year 2012, we performed our
annual assessment of our recoverability of goodwill related to two reporting units related to our Western operations. The
valuation methodology and underlying financial information included in our determination of fair value require significant
judgments to be made by management. We use both market and income approaches to derive fair value. The judgments in these
two approaches include, but are not limited to, comparable market multiples, long-term projections of future financial



performance, and the selection of appropriate discount rates used to determine the present value of future cash flows. Changes in
such estimates or the application of alternative assumptions could produce significantly different results.

Other Intangibles
Other intangibles are composed of the following:

April 11, 2012 September 28, 2011
Gross Gross

carrying  Accumulated carrying  Accumulated

amount amortization Total amount amortization Total
RIGNt t0 OPErate ......cooveviiireirrceeeee s $ 1480 $ (1,181) $ 299 $ 1480 $ (1,117) $ 363
Franchise agreement ..........ccocovevveieniennenseenee e 5,310 (1,062) 4,248 5,310 (797) 4,513
OLNET 1o 810 (514) 296 810 (480) 330
TOtAl oo e 7,600 (2,757) 4,843 7,600 (2,394) 5,206
Intangible assets with indefinite lives ..........c..ccoceverinnn. 1,744 — 1,744 1,744 — 1,744
Total intangible assets ... $ 9,344 % (2,757) $ 6587 $ 9344 $ (2,394) $ 6,950

Intangible assets subject to amortization consist of franchise agreements acquired in connection with the acquisition of Western,
a right to operate and favorable leases acquired in connection with prior acquisitions and are being amortized over their
estimated weighted average useful lives ranging from eight to twelve years.

Amortization expense for the sixteen weeks ended April 11, 2012 and April 13, 2011 was $187 and $200, respectively.
Amortization expense for the twenty-eight weeks ended April 11, 2012 and April 13, 2011 was $363 and $392, respectively.
Total annual amortization expense for each of the next five years will approximate $650.

Intangible assets with indefinite lives consist of a trade name acquired in connection with the acquisition of Western and
reacquired franchise rights acquired in connection with previous acquisitions.

10. Other Assets

Other assets primarily include capitalized software, non-qualified plan investments, non-current portion of capitalized loan
acquisition costs, and a note receivable.

11. Borrowings
There were no material changes in our borrowings from September 28, 2011.

Steak n Shake’s Credit Facility includes customary affirmative and negative covenants and events of default, as well as financial
covenants relating to a maximum total leverage ratio and a minimum consolidated fixed charge coverage ratio.

Steak n Shake was in compliance with all covenants under the Credit Facility as of April 11, 2012.

The carrying amounts for debt reported in the condensed consolidated Balance Sheet do not differ materially from their fair
values at April 11, 2012.

12. Other Long-term Liabilities

Other long-term liabilities include deferred rent expense, non-qualified plan obligations, deferred gain on sale-leaseback
transactions, uncertain tax positions, and deferred compensation.

13. Income Taxes
Our effective income tax rate for the twenty-eight weeks ended April 11, 2012 was 30.8%, compared to our effective income tax
rate of 32.6% in the same period in the prior year. The decrease in the tax rate is attributable to dividends received from equity

investments which are taxed at lower rates than the income derived from wholly owned businesses.

As of April 11, 2012 and September 28, 2011, we had approximately $1,913 and $1,750, respectively, of unrecognized tax
benefits, which are included in Other long-term liabilities in the condensed consolidated Balance Sheet.
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14. Commitments and Contingencies

We are involved in various legal proceedings and have certain unresolved claims pending. We believe, based on examination of
these matters and experiences to date, that the ultimate liability, if any, in excess of amounts already provided in our condensed
consolidated financial statements is not likely to have a material effect on our results of operations, financial position or cash
flows.

15. Fair Value of Financial Assets and Liabilities

The fair value framework as established in ASC paragraph 820-10-50-2 requires the categorization of assets and liabilities into
three levels based upon the assumptions (inputs) used to price the assets or liabilities. Level 1 provides the most reliable measure
of fair values, whereas Level 3 generally requires significant management judgment. The three levels are defined as follows:

< Level 1: Unadjusted quoted prices in active markets for identical assets and liabilities.

e Level 2: Observable inputs other than those included in Level 1. For example, quoted prices for similar assets
or liabilities in active markets or quoted prices for identical assets or liabilities in inactive markets.

e Level 3: Unobservable inputs reflecting management’s own assumptions about the inputs used in pricing the
asset or liability.

The following methods and assumptions were used to determine the fair value of each class of the following assets and liabilities
recorded at fair value in the condensed consolidated Balance Sheet.

Cash equivalents: Cash equivalents primarily consist of money market funds. Money market funds that are carried at fair value,
based on quoted market prices, are classified within Level 1 of the fair value hierarchy. All other cash equivalents carried at fair
value based on observable inputs for which a quoted market price is not available are classified within Level 2 of the fair value
hierarchy. Consolidated affiliated partnerships did not hold cash equivalents at April 11, 2012 and September 28, 2011.

Equity securities: The Company’s investments in equity securities are carried at fair value, based on quoted market prices, and
are classified within Level 1 of the fair value hierarchy.

Non-qualified deferred compensation plan investments: The assets of our Non-Qualified Savings Plan are set up in a rabbi trust.
They represent mutual funds that are carried at fair value, based on quoted market prices, and are classified within Level 1 of the
fair value hierarchy.

Investment held by consolidated affiliated partnership: Investments of $196 and $193 as of April 11, 2012 and September 28,
2011, respectively, have been classified within Level 3 of the fair value hierarchy and represent a private security.

Investment derivatives and interest rate swaps: Investment derivatives and interest rate swaps are marked to market each
reporting period with fair value based on readily available market quotes, and are classified within Level 2 of the fair value
hierarchy. Interest rate swaps at April 11, 2012 and September 28, 2011 represent the mark to market adjustment for Steak n
Shake’s interest rate swap.

The fair values of financial assets and liabilities were as follows:

April 11, 2012 September 28, 2011
Level 1 Level2 Level3 Total Level 1 Level2 Level3 Total

Assets
Cash eqUIVAIBNES ........cccevcviiciiiieece e $ -$21,131 $ -$ 21,131 3 -$88,022 % - $ 88,022
Equity securities:

Restaurant/Retail .........cccccevviieiiiieieeese e 211,721 - - 211721 89,971 - - 89,971

(@ ] 13T T 6,022 - - 6,022 25,350 - - 25350
Equity securities held by consolidated affiliated partnerships:

Restaurant/Retail ...........ccccovveicieviiiiiieeeeceeee e 9,752 - - 9,752 7,677 - - 7,677

(@ ] 13T T 7,057 - - 7,067 10,913 - - 10,913
Non-qualified deferred compensation plan investments ...... 736 - - 736 546 - - 546
Investment held by consolidated affiliated partnership ........ - - 196 196 - - 193 193
Total assets at fair VAlUE .......c.cccoovvveveiiiieciceseee e $235,288 $21,131 $ 196 $256,615 $134,457 $88,022 $ 193 $222,672
Liabilities
INLErESt rAte SWAPS .....vvveveverereeieerererere et e 3$ -$ 368 % - $ 368 $ -$ 439 3 -$ 439
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There were no changes in our valuation techniques used to measure fair values on a recurring basis.

A reconciliation of the beginning and ending balances of assets measured at fair value on a recurring basis using Level 3 inputs is
as follows:

Twenty-Eight Weeks Ended

April 11, April 13,
2012 2011
Beginning of period DalanCe .........c.ccoveeiiie e $ 193 $ 323
Gain INCIUdEd IN BAIMINGS ..o ettt 3 13
ENd of PEriod DAIANCE .......cviiieiiiicc e $ 196 $ 336

For the year-to-date period in fiscal year 2012, the Company had no significant fair value adjustments applicable to items that are
subject to non-recurring fair value measurement after the initial measurement date.

16. Related Party Transactions

Mr. Biglari, along with his affiliates, and certain directors of the Company make investments in the Lion Fund (other than the
amounts invested by the Company), which are not subject to special profits, interest allocations, or incentive allocations.
However, Mr. Biglari does not pay an incentive allocation fee as a limited partner in the Lion Fund. As of April 11, 2012 and
September 28, 2011, the total fair value of these investments was approximately $2,646 and $1,997, respectively.

17. Business Segment Reporting

Net revenue and earnings before income taxes and noncontrolling interests for the sixteen and twenty-eight weeks ended April
11, 2012 and April 13, 2011 were as follows:

Net Revenue
Sixteen Weeks Twenty-Eight Weeks
2012 2011 2012 2011

Operating Business:
Restaurant Operations:

Steak n Shake $ 217921 $ 207,142 $ 378,413 $ 359,038

RTA 2] (=] 1 PP OTPPOPPRIN 3,830 3,770 7,528 7,489
Total Restaurant OPErationS ...........ccviviiirieriereiisiee e seese e sr s 221,751 210,912 385,941 366,527
Investment Management:

ManNAgEMENT TEES ...t — 114 — 224

Consolidated affiliated partnerships ..........ccocveveriiieiice e 1,933 251 4,133 3,248
Total Investment Management OPErations ............cceiveieeiiereresiesieieese e 1,933 365 4,133 3,472

$ 223684 $ 211277 $ 390,074 $ 369,999
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The earnings presentation was adjusted from the prior year to show interest expense, excluding interest allocated to operating
businesses, as a reconciliation of segments to consolidated amounts in order to more accurately reflect the earnings before and
after tax of the restaurant operations.

Net earnings attributable to

Earnings before income taxes Biglari Holdings Inc.
Sixteen Weeks Twenty-Eight Weeks Sixteen Weeks Twenty-Eight Weeks
2012 2011 2012 2011 2012 2011 2012 2011

Operating Business:
Restaurant Operations:

Steak N ShaKe .....ooviiiicccee e $ 13,070 $ 9475 $ 26,719 $ 19031 $ 8738 $ 6,778 $ 17,697 $ 13,367

Western . 463 454 854 877 287 281 528 538
Total Restaurant Operations ............cccccervrveeerinrneenenens 13,533 9,929 27,573 19,908 9,025 7,059 18,225 13,905
Investment Management:

Biglari Capital Corp. (Incentive Fee) ..........cccovvvnneee. — — 36 2,510 — — 22 1,535

Management fEES ........cccvevvvirieiereieee e — 114 — 224 — 71 — 139

Consolidated affiliated partnerships .............ccccccovne. 1,476 50 3,574 1,841 191 2 467 (79)
Total Investment Management Operations .............c......... 1,476 164 3,610 4,575 191 73 489 1,595
Corporate and Other:

Corporate and Other ..o (5,187) (1,184) (8,312) (2,446) (3,351) (737) (5,133) (1,555)

Investment and derivative gains/losses . 378 398 3,973 3,451 234 251 2,463 2,174
Total Corporate and Other .........ccccoveervvciiiniicce (4,809) (786) (4,339) 1,005 (3,117) (486) (2,670) 619
Reconciliation of segments to consolidated amount:

ENMINAtiONS ...ocvovcviieiccce e — — (36) (2,510) — (463) — (123)

Interest expense, excluding interest allocated to

operating DUSINESSES ........ccvirrriceririeeei s (2,533) (867) (4,388) (1,432) (1,571) (538) (2,721) (888)

$ 7667 $ 8440 $ 22420 $21546 $ 4528 $ 5645 $ 13323 $ 15,108

Biglari Capital, the general partner of the Lion Fund, earned a $36 incentive reallocation fee at December 31, 2011. At December
31, 2010, Biglari Capital earned a $5,199 incentive reallocation fee; however, $2,689 was eliminated, for that amount represents
the Company’s fee as a limited partner, which was uncharged because the Company owns the general partner. The remaining
$2,510 is an incentive fee that was charged and reallocated from outside limited partners of the Lion Fund. The incentive fee is
assessed only once a year, on December 31, and no predictability of such earnings exists because the Lion Fund annual
performance is unpredictable.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
(Amounts in $000s, except per share data)

Biglari Holdings Inc. (“Biglari Holdings” or the “Company”) is a diversified holding company engaged in a number of diverse
business activities. The Company is led by Sardar Biglari, Chairman and Chief Executive Officer of Biglari Holdings, Steak n
Shake Operations, Inc. (“Steak n Shake”), Western Sizzlin Corporation (“Western”), and Biglari Capital Corp. (“Biglari
Capital”). The Company’s long-term objective is to maximize per-share intrinsic value of the Company. The Company’s strategy
is to reinvest cash generated from its operating subsidiaries into any investments with the objective of achieving high risk-
adjusted returns. All major operating, investment, and capital allocation decisions are made for the Company and its subsidiaries
by Sardar Biglari, Chairman and Chief Executive Officer.

In the following discussion, the term “same-store sales” refers to the sales of only those units open at least 18 months as of the
beginning of the current fiscal period being discussed and which remained open through the end of the fiscal period.

Investment gains/losses in any given period will vary; therefore, for analytical purposes, management measures operating
performance by analyzing earnings before realized and unrealized investment gains/losses.

Sixteen Weeks Ended April 11, 2012
We recorded net earnings attributable to Biglari Holdings Inc. of $4,528 for the second quarter of fiscal year 2012, as compared
with net earnings attributable to Biglari Holdings Inc. of $5,645 in the second quarter of fiscal year 2011.

Twenty-Eight Weeks Ended April 11, 2012
We recorded net earnings attributable to Biglari Holdings Inc. of $13,323 for the current year-to-date period, as compared with
net earnings attributable to Biglari Holdings Inc. of $15,108 in the same period of fiscal year 2011.

As of April 11, 2012 the total number of company-operated and franchised restaurants was 586 as follows:

Company-
operated  Franchised  Total
StEAK N SHAKE ..o s 414 79 493
WVESEEITI .ottt bbbt b bbbt b bt r et b e 5 88 93
TOTAL ot 419 167 586

Steak n Shake opened one franchised and one company-operated unit in the second fiscal quarter of 2012. During the current
year-to-date period, Steak n Shake opened three franchised units and one company-operated unit. During the second quarter of
fiscal year 2012, two Western Sizzlin franchised units were closed and three new franchised units were opened. For the current
year-to-date period, four Western Sizzlin franchised units were closed and three franchised units were opened.

Critical Accounting Policies

Management’s discussion and analysis of financial condition and results of operations is based upon our condensed consolidated
financial statements, which have been prepared in accordance with accounting principles generally accepted in the United States.
Certain accounting policies require management to make estimates and judgments concerning transactions that will be settled
several years in the future. Amounts recognized in our financial statements from such estimates are necessarily based on
numerous assumptions involving varying and potentially significant degrees of judgment and uncertainty. Accordingly, the
amounts currently reflected in our financial statements will likely increase or decrease in the future as additional information
becomes available. There have been no material changes to the critical accounting policies previously disclosed in our Annual
Report on Form 10-K for the fiscal year ended September 28, 2011.
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Results of Operations
The following table sets forth the percentage relationship to total net revenues, unless otherwise noted, of items included in the
condensed consolidated Statements of Earnings for the sixteen and twenty-eight weeks ended April 11, 2012 and April 13, 2011:

Sixteen Weeks Ended Twenty-Eight Weeks Ended
2012 2011 2012 2011
Net revenues
Restaurant Operations
NEL SAIES ... 97.6% 98.4% 97.4% 97.6%
Franchise fEES ..o 1.2 11 1.2 1.2
OthEr TEVENUE ... s 0.4 0.3 0.3 0.3
TOTAL o 99.1 99.8 98.9 99.1
Investment Management Operations
Management fee INCOME .........coiiiriiiiiiiiiee e 0.0 0.1 0.0 0.1
Consolidated Affiliated Partnerships
Investment gains/losses . 0.8 0.1 1.0 0.8
Other income/Ioss ..... 0.0 (0.0) 0.0 0.1
Total ..o 0.9 0.2 1.1 0.9
TOtal NEL FEVENUES ... s 100.0 100.0 100.0 100.0
Costs and expenses
COSt OF SAIES @ ...t 29.0 21.7 28.6 27.4
Restaurant Operating Costs ) ............co.oevuecueeureiesesscessee e 47.1 49.4 46.5 48.6
General and admiNIStratiVe .........cccooririririiicceee e 8.9 6.9 8.5 6.9
Depreciation and amortization ..............cccoerrreininnieinee s 3.6 41 3.7 4.1
Marketing ......cccoevvvrieievieninene 51 51 5.2 5.3
Rent ..o 2.4 24 2.4 24
Pre-0pening COSES ......coceeeirenieericise e 0.1 0.0 0.1 0.0
Asset impairments and provision for restaurant closings ..........c.ccccoeeerieienene 0.1 (0.1) 0.1 0.0
L 0SS 0N diSPOSAl OF @SSELS .....cveuiieiieiiiieirieieeee e 0.1 0.1 0.1 0.1
Other operating (iNCOME) EXPENSE .......cvoveveirrrrereiririeirieiee e 0.2) 0.0 0.2 0.2
Other income (expense)
Interest, dividend and other investment iNCOME .........ccoccovrerriiieniniiinc i 0.3 0.1 0.4 0.0
Interest on obligations UNder 1€ASES .........ccoccviieiieieircie e (1.4) (1.5) (1.4) (1.5)
INTEIESE EXPENSE ...ttt et (1.1) (0.4) (1.1) (0.4)
Realized investment gains/losses ....... 0.2 0.2 1.0 0.9
Derivative and short sale gains/losses ... 0.0 0.0 0.0 0.1
Total other iINCOME (EXPENSE) ....cveriieriiriiieieie i ieiee st (2.0) (1.7) (1.1) (1.0)
Earnings before inCOME taXES .......ccccccvveirieiieiierisee e 3.4 4.0 5.7 5.8
INCOME TAXES ..ttt b et ere e 1.0 1.3 1.8 1.9
NET BAITINGS ....veviiiiietireeieete ettt sttt et e bttt b et b bt b e e et 25 2.7 4.0 3.9
Earnings attributable to redeemable noncontrolling interest:
INCOME AIIOCALION ... 0.4) 0.1) (0.6) (0.5)
INCENLIVE TEE ..ot 0.0 0.0 0.0 0.7
Total earnings/loss attributable to redeemable noncontrolling interests ........ 0.9) (0.1) (0.6) 0.2
Net earnings attributable to Biglari Holdings INC. ........ccccocoveivveiiinieieriennn, 2.0% 2.7% 3.4% 4.1%

(1) Cost of sales and Restaurant operating costs are expressed as a percentage of Net sales.
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(Amounts in $000s)
Comparison of Sixteen Weeks Ended April 11, 2012 to Sixteen Weeks Ended April 13, 2011

Net Earnings Attributable to Biglari Holdings Inc.

We recorded net earnings attributable to Biglari Holdings Inc. of $4,528, or $3.39 per diluted share, for the current quarter, as
compared with net earnings attributable to Biglari Holdings Inc. of $5,645, or $4.23 per diluted share, for the second quarter of
fiscal year 2011.

Net Sales

In the second quarter of fiscal year 2012, net sales increased 5.0% from $207,896 to $218,358 primarily because of the
performance of our Restaurant Operations, mainly through the increase in Steak n Shake’s same-store sales. Steak n Shake’s
same-store sales increased 4.8% during the second quarter of fiscal year 2012. The increase in same-store sales resulted from an
increment in customer traffic of 5.2%, partially offset by lower average selling prices.

Franchise fees increased 12.9% during the second quarter of fiscal year 2012. The number of franchised units was 167 on April
11, 2012 as compared to 165 on April 13, 2011. The increase in franchise fees is in part attributable to the openings of franchised
units in the second quarter of fiscal year 2012 compared to the absence of openings in the second quarter of fiscal year 2011.
Furthermore, franchisee sales were higher in the second quarter of fiscal year 2012 as compared with the second quarter of fiscal
year 2011.

Cost and Expenses
Cost of sales was $63,272 or 29.0% of net sales, compared with $57,543 or 27.7% of net sales in the second quarter of fiscal year
2011. This increase in percentage of net sales was created primarily by inflationary pressures on commodities.

Restaurant operating costs were $102,807 or 47.1% of net sales compared to $102,640 or 49.4% of net sales in the second
quarter of fiscal year 2011. Restaurant operating costs were higher because of by changes in the state unemployment tax rates as
well as higher staffing in our stores. These increases in costs were offset by the implementation of several operating initiatives,
which have induced higher productivity and labor efficiency.

General and administrative expenses increased from $14,595 or 6.9% of total net revenues in the second quarter of fiscal year
2011 to $19,854 or 8.9% of total net revenues because of our efforts to franchise the Steak n Shake concept, the accrual of the
incentive compensation costs, and an increase in legal and professional services.

Depreciation and amortization expense was $8,098 or 3.6% of total net revenues versus $8,683 or 4.1% of total net revenues in
the second quarter of fiscal year 2011.

Marketing expense was $11,390 or 5.1% of total net revenues versus $10,780 or 5.1% of total net revenues in the second quarter
of fiscal year 2011.

Rent expense remained consistent at 2.4% as a percentage of total net revenues compared to the prior fiscal year quarter.
Pre-opening costs increased to $322 as compared to $34 in the second quarter of fiscal year 2011.

Asset impairments and provision for restaurant closings for the current quarter was $320 or 0.1% of total net revenues versus a
credit of $270 or 0.1% of total net revenues in the second quarter of fiscal year 2011.

Loss on disposal of assets was $153 or 0.1% of total net revenues in the second quarters of both fiscal years 2012 and 2011.
Other operating income increased slightly to $125 compared to $57 for the second quarter of fiscal year 2011.

Interest expense on obligations under leases was $3,102 or 1.4% of total net revenues versus $3,261 or 1.5% of total net revenues
in the second quarter of fiscal year 2011.

Interest expense increased from $867 for the second quarter of fiscal year 2011 to $2,533 for the current fiscal quarter. The
increase primarily pertained to the interest on Steak n Shake’s credit facility. The outstanding borrowings at April 11, 2012 were
$119,500, which included the revolver, compared to $32,894 at April 13, 2011. Additionally, the interest rate increased from
1.8% at April 13, 2011 to a blended rate of 5.4% at April 11, 2012.
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Our effective income tax rate for the sixteen weeks ending April 11, 2012 was 27.9%, compared with our effective income tax
rate of 31.8% in the same period in the prior year. The decrease in the tax rate is attributable to dividends received from equity
investments which are taxed at lower rates than the income derived from wholly owned businesses.

Biglari Holdings Investment Gains

We recorded net realized investment gains of $378 for the current quarter related to dispositions of marketable equity securities.
We recorded $366 of net realized gains on investments and $32 of investment gains related to the change in fair value of
derivatives and dispositions during the second quarter of fiscal year 2011. These investments are held directly by us and not by
our consolidated affiliated partnerships.

Consolidated Affiliated Partnerships Investment Gains

We recorded a net realized gain of $159 for the current fiscal quarter related to dispositions of investments held by our
consolidated affiliated partnerships and an unrealized net investment gain of $1,683 for a total of $1,842. These amounts were
offset by $1,003 connected to earnings attributable to redeemable noncontrolling interests. During the second quarter of fiscal
year 2011, we recorded a net realized gain of $105 related to dispositions of investments held by our consolidated affiliated
partnerships and an unrealized net investment gain of $154 for a total of $259. These amounts were offset by $108 related to
earnings attributable to redeemable noncontrolling interests.

Comparison of Twenty-Eight Weeks Ended April 11, 2012 to Twenty-Eight Weeks Ended April 13, 2011

Net Earnings Attributable to Biglari Holdings Inc.

We recorded net earnings attributable to Biglari Holdings Inc. of $13,323, or $9.97 per diluted share, for the current year-to-date
period, as compared with net earnings attributable to Biglari Holdings Inc. of $15,108, or $11.31 per diluted share, for the same
period of fiscal year 2011.

Net Sales

In the current year-to-date period, net sales increased 5.2% from $360,955 to $379,874 primarily because of the performance of
our Restaurant Operations, mainly through the increase in Steak n Shake’s same-store sales. Steak n Shake’s same-store sales
increased 5.1% during the current year-to-date period. The increase in same-store sales resulted from an increment in customer
traffic of 5.4%, partially offset by lower average selling prices.

Franchise fees increased 9.1% during the current year-to-date period primarily by means of higher franchisee sales. Restaurant
Operations opened six franchised units and endured four franchise closures during the current year-to-date period while opening
four franchise units during the prior year-to-date period.

Cost and Expenses
Cost of sales was $108,696 or 28.6% of net sales, compared with $98,823 or 27.4% of net sales in the same period of fiscal year
2011. This increase in percentage of net sales was created primarily by inflationary pressures on commodities.

Restaurant operating costs were $176,770 or 46.5% of net sales compared to $175,329 or 48.6% of net sales in the same period
of fiscal year 2011. Restaurant operating costs were increased by changes in the state unemployment tax rates and higher staffing
in our stores. These increases in costs were offset by the implementation of several operating initiatives, which have induced
higher productivity and labor efficiency.

General and administrative expenses increased from $25,609 or 6.9% of total net revenues in the prior year-to-date period of
fiscal year 2011 to $33,112 or 8.5% of total net revenues because of our efforts to franchise the Steak n Shake concept, the
accrual of the incentive compensation costs, expenses related to a proxy contest, and an increase in legal and professional
services.

Depreciation and amortization expense for the current year-to-date period was $14,399 or 3.7% of total net revenues versus
$15,292 or 4.1% of total net revenues in the same period of fiscal year 2011.

Marketing expense for the current year-to-date period was $20,277 or 5.2% of total net revenues versus $19,731 or 5.3% of total
net revenues in the same period of fiscal year 2011.

Rent expense for the current year-to-date period remained consistent at 2.4% as a percentage of total net revenues compared to
the same period of fiscal year 2011.

Pre-opening costs for the current year-to-date period increased to $423 as compared to $76 in the same period of fiscal year
2011.
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Asset impairments and provision for restaurant closings for the current year-to-date period was $320 versus $13 in the same
period of fiscal year 2011.

Loss on disposal of assets for the current year-to-date period was $369 or 0.1% of total net revenues as compared to $257 or
0.1% of total net revenues in the same period of fiscal year 2011.

Other operating income for the current year-to-date period was $644 compared to an expense of $765 for the same period of
fiscal year 2011. The $765 of expenses for the prior year-to-date period included expenses related to the change in value of a
purchase obligation which was relieved upon the sale of Mustang Capital Management, L.L.C and Mustang Capital Advisors,
L.P. in the third quarter of fiscal year 2011.

Interest expense on obligations under leases for the current year-to-date period was $5,427 or 1.4% of total net revenues versus
$5,710 or 1.5% of total net revenues in the same period of fiscal year 2011.

Interest expense increased from $1,432 for the prior year-to-date period of fiscal year 2011 to $4,388 for the current year-to-date
period. The increase primarily pertained to the interest on Steak n Shake’s credit facility. The outstanding borrowings at April
11, 2012 were $119,500, which included the revolver, compared to $32,894 at April 13, 2011. Additionally, the interest rate
increased from 1.8% at April 13, 2011 to a blended rate of 5.4% at April 11, 2012.

Our effective income tax rate for the twenty-eight weeks ended April 11, 2012 was 30.8%, compared with our effective income
tax rate of 32.6% in the same period in the prior year. The decrease in tax rate is attributable to dividends received from equity
investments which are taxed at lower rates than the income derived from wholly owned businesses.

Biglari Holdings Investment Gains

We recorded net realized investment gains of $3,973 for the current year-to-date period related to dispositions of marketable
equity securities. We recorded $3,244 of net realized gains on investments and $207 of investment gains related to the change in
fair value of derivatives and dispositions during the same period of fiscal year 2011. These investments are held directly by us
and not by our consolidated affiliated partnerships.

Consolidated Affiliated Partnerships Investment Gains

We recorded a net realized gain of $1,585 for the current year-to-date period related to dispositions of investments held by our
consolidated affiliated partnerships and an unrealized net investment gain of $2,381 for a total of $3,966. We also received an
incentive fee of $36. These amounts were offset by $2,237 connected to earnings attributable to redeemable noncontrolling
interests. During the same period of fiscal year 2011, we recorded a net realized gain of $2,567 related to dispositions of
investments held by our consolidated affiliated partnerships and an unrealized net investment gain of $379 for a total of $2,946.
We also received an incentive fee of $2,510. These amounts were offset by $1,920 related to earnings attributable to redeemable
noncontrolling interests.

Consolidated Affiliated Partnerships

Investments held directly by the consolidated affiliated partnerships usually consist of domestic equity securities. Certain of the
consolidated affiliated partnerships hold the Company’s common stock as investments. In our condensed consolidated financial
statements, the Company classifies this common stock as Treasury stock despite the shares being legally outstanding. As of April
11, 2012 and September 28, 2011, the consolidated affiliated partnerships held 205,743 shares of the Company’s common stock
($69,221 at cost).

In fiscal year 2010, Biglari Holdings invested a total of $35,697 in the Lion Fund, both in the form of the acquisition of the
general partner and as a direct limited partner investment. The fair value of these purchases of the Lion Fund totaled $51,000 as
of the end of the fiscal 2012 second quarter. These investments in the Lion Fund do not appear explicitly in the Company’s
condensed consolidated Balance Sheet because of the requirement to consolidate fully the Lion Fund (inclusive of third party
interests) in the Company’s financial statements. Further, the Lion Fund’s portfolio holds a significant interests in Biglari
Holdings” common stock, which is classified on the Company’s condensed consolidated Balance Sheet as a reduction to
Shareholders’ equity. Biglari Holdings’ pro-rata ownership of its Company common stock through the Lion Fund was 98,620
shares of stock (with a fair value of $39,729) based on Biglari Holdings’ ownership interest in the Lion Fund as of the end of the
fiscal 2012 second quarter.

Liquidity and Capital Resources

We generated $13,825 in cash flows from operations during the current year-to-date period as compared to $32,185 during the
same period of fiscal year 2011. The decrease is partly resultant from the investment activities of the consolidated affiliated
partnerships. Net purchases and sales activities of the consolidated affiliated partnerships decreased to $5,747 from $9,695
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during the same period of fiscal year 2011. Additionally, due to/from broker and cash equivalents held by consolidated affiliated
partnerships decreased by $4,740 during the current year-to-date period as compared to the same period of fiscal year 2011.
During the current year-to-date period working capital decreased by $8,430 primarily because of payments made for insurance
collateral, an increase in prepaid assets, and the timing of tax payments.

Net cash used in investing activities during the current year-to-date period was $68,645 compared to net cash provided by
investing activities of $9,110 during the same period of fiscal year 2011. The change resulted primarily from the increased
purchases of investments during the current year-to-date period of fiscal year 2012.

Net cash used in financing activities during the current year-to-date period was $7,125 compared to net cash used in financing
activities of $19,644 during the same period of fiscal year 2011. Net cash used in financing activities during fiscal year 2011
resulted primarily from the consolidated affiliated partnerships’ distributions to noncontrolling interests.

Our balance sheet continues to maintain significant liquidity. We intend to meet the working capital needs of our operating
subsidiaries principally through anticipated cash flows generated from operations, existing credit facilities, and the sale of excess
properties and investments. We continually review available financing alternatives.

Steak n Shake Credit Facility
Steak n Shake’s Credit Facility includes customary affirmative and negative covenants and events of default as well as financial
covenants relating to a maximum total leverage ratio and a minimum consolidated fixed charge coverage ratio.

Steak n Shake was in compliance with all financial covenants under the Credit Facility as of April 11, 2012.

The carrying amounts for debt reported in the condensed consolidated Balance Sheet do not differ materially from their fair
market values at April 11, 2012.

New Accounting Standards
See Note 3 of Notes to Condensed Consolidated Financial Statements in Part I, Item 1 of this Form 10-Q.

Effects of Governmental Regulations and Inflation

Most employees are paid hourly rates related to federal and state minimum wage laws. Any increase in the legal minimum wage
would directly increase the Company’s operating costs. The Company is also subject to various federal, state and local laws
related to zoning, land use, safety standards, working conditions, and accessibility standards. Any changes in these laws that
require improvements to its restaurants would increase operating costs. In addition, the Company is subject to franchise
registration requirements and certain related federal and state laws regarding franchise operations. Any changes in these laws
could affect its ability to attract and retain franchisees.

Inflation in food, labor, fringe benefits, energy costs, transportation costs, and other operating costs also directly affect our
restaurant operations.

Risks Associated with Forward-Looking Statements

This report includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. In
general, forward-looking statements include estimates of future revenues, cash flows, capital expenditures, or other financial
items, and assumptions underlying any of the foregoing. Forward-looking statements reflect management’s current expectations
regarding future events and use words such as “anticipate,” “believe,” “expect,” “may,” and other similar terminology. A
forward-looking statement is neither a prediction nor a guarantee of future events or circumstances, and those future events or
circumstances may not occur. Investors should not place undue reliance on the forward-looking statements, which speak only as
of the date of this report. These forward-looking statements are all based on currently available operating, financial, and
competitive information and are subject to various risks and uncertainties. Our actual future results and trends may differ
materially depending on a variety of factors, many beyond our control, including, but not limited to:

[ LT3 ”

the ability of the restaurant operations to increase store traffic on a profitable basis;

competition in the restaurant industry for customers, staff, locations, and new products;

disruptions in the overall economy and the financial markets;

the Company’s ability to comply with the restrictions and covenants to its debt agreements;

declines in the market price of our common stock, which could adversely affect our goodwill impairment analysis;
the potential to recognize additional impairment charges on our long-lived assets;

fluctuations in food commodity and energy prices and the availability of food commaodities;

the ability of our franchisees to operate profitable restaurants;

the poor performance or closing of even a small number of restaurants;
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changes in customer preferences, tastes, and dietary habits;

changes in minimum wage rates and the availability and cost of qualified personnel;

harsh weather conditions or losses due to casualties;

unfavorable publicity relating to food safety or food-borne illness;

exposure to liabilities related to the ownership and leasing of significant amounts of real estate;

our ability to comply with existing and future governmental regulations;

our ability to adequately protect our trademarks, service marks, and other components of our brand;
changes in market prices of our investments; and

other risks identified in the periodic reports we file with the Securities and Exchange Commission.

Accordingly, such forward-looking statements do not purport to be predictions of future events or circumstances and may not be
realized. Additional risks and uncertainties not currently known to us or that are currently deemed immaterial may also become
important factors that may harm our business, financial condition, results of operations or cash flows. We assume no obligation
to update forward-looking statements except as required in our periodic reports.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Our investments are generally concentrated in common stocks. At April 11, 2012, most of our investments are in the common
stock of one entity. A significant decline in the general stock market or in the price of major investments may produce a large
decrease in our consolidated Shareholders’ equity and under certain circumstances may require the recognition of losses in the
condensed consolidated Statement of Earnings. Decreases in values of equity investments can have a material adverse effect on
our consolidated Shareholders’ equity.

At April 11, 2012 interest on the Term Loan was based on a base rate or Eurodollar rate plus an applicable margin of 3.5% and
4.5%, respectively. Interest on the Revolver was based on a base rate or Eurodollar rate plus an applicable margin ranging from
2.0% to 2.5% and 3.0% to 3.5%, respectively, based on Steak n Shake’s total leverage ratio. At April 11, 2012, a hypothetical
100 basis point increase in short-term interest rates would have an impact of approximately $740 on our annual net earnings. In
February 2011, in connection with the issuance of the term loan under Steak n Shake’s previous credit facility, Steak n Shake
entered into an interest rate swap agreement with the lender for a notional amount of $20,000, which effectively fixed the interest
rate on the term loan at 3.25% through its maturity. The fair value of the interest rate swap was a loss of $368 at April 11, 2012.

We do not have exposure to foreign currency exchange rate fluctuations, as we do not transact business in international markets
and are not a party to any material non-U.S. dollar denominated contracts.

Item 4. Controls and Procedures
Based on an evaluation of our disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15 (e)),
our Chief Executive Officer and Controller have concluded that our disclosure controls and procedures were effective as of April

11, 2012.

There have been no changes in our internal control over financial reporting that occurred during the quarter ended April 11, 2012
that have materially affected, or that are reasonably likely to materially affect, our internal control over financial reporting.
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Part Il Other Information
Item 1A. Risk Factors

An investment in the common stock of any company involves a degree of risk. Investors should consider carefully the risks and
uncertainties described in the Company’s Annual Report on Form 10-K filed with the SEC, and those other risks described
elsewhere in this report, before deciding whether to purchase our common stock. Additional risks and uncertainties not currently
known to us or that we currently deem immaterial may also become important factors that may harm the Company’s business,
financial condition, and results of operations. The occurrence of risk factors could harm the Company’s business, financial
condition, and results of operations. The trading price of the Company’s common stock could decline due to any of these risks
and uncertainties, and stockholders may lose part or all of their investment.

There have been no material changes in the risk factors described in the Company’s Annual Report on Form 10-K for the year
ended September 28, 2011.

Item 6. Exhibits

Exhibit
Number Description

31.01 Rule 13(a)-14(a)/15d-14(a) Certification of Chief Executive Officer
31.02 Rule 13(a)-14(a)/15d-14(a) Certification of Controller
32.01 Section 1350 Certifications

101 The following financial information from Biglari Holdings Inc.’s Quarterly Report on Form 10-Q for the
quarterly period ended April 11, 2012, formatted in XBRL (Extensible Business Reporting Language),
includes: (i) the Condensed Consolidated Balance Sheets as of April 11, 2012 and September 28, 2011, (ii) the
Condensed Consolidated Statements of Earnings for the Sixteen and Twenty-Eight Weeks Ended April 11,
2012 and April 13, 2011, (iii) the Condensed Consolidated Statements of Cash Flows for the Twenty-Eight
Weeks Ended April 11, 2012 and April 13, 2011, (iv) the Condensed Consolidated Statements of Changes in
Shareholders’” Equity for the Twenty-Eight Weeks Ended April 11, 2012 and April 13, 2011, and (v) the Notes
to Condensed Consolidated Financial Statements, tagged as blocks of text
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SIGNATURES

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

Date: May 18, 2012
BIGLARI HOLDINGS INC.

By: /s/ BRUCE LEWIS

Bruce Lewis
Controller
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