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PART I — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

BIGLARI HOLDINGS INC.

CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

Assets
Current assets:
Cash and Cash EQUIVAIENTS. ...........oiiiiere ettt bttt et ae b e nes
IV ESTIMIENTS ...ttt e e ettt e e ettt e e et e e e e ebaeeeebeeeesabeeeabaeeeesbaeeesabeaesnbeaeeanaeeeeaabeeesnbaeaeanens
Receivables, net of allowance of $740 and $744, respectively ...
Inventories
Assets held for sale
Other current assets
TOLAL CUITENT BSSEES 1..vviiviieiectieee ettt ettt et e e et e et e e bt et e s b e et e ebe et e s b e e st e sbe et e ebeesbesbeestesbeesbesbeestesbessbesnaestesrenreas
Property and equipment, net
Goodwill........coooviiiiiiiiiis
Other intangible assets, net ..
OhEr ASSETS.....ecviiveceieireiieee ettt sre e e
Investments held by consolidated affiliated partnerships...
B I ) 7 LRSIy £ RT

Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Accounts payable
Accrued expenses
REVOIVING CIEAIL. ...ttt ettt ettt e et e st et e b e s be st et et en s areenenbesbenaeean
DEFEITEU INCOME TAXES ...viviieieieiieieete ettt sttt e et e st te b e be st et et eneetesbesbesbesbe e e st areaneabesbenneean
Current portion of obligations under leases ....
Current portion of 10NG-term debE ..o e
Total CUrTENT TTADTHLIES. ... bbbttt e
Deferred income taxes
(@] o TV To g gl (=T T TSSO
LONG-LEIM GBI ...ttt sttt e e e bt te et et e et eeneeteebeebenteten
Other long-term liabilities....
TOtAl TADITTIES. ...ttt bbbttt
Commitments and contingencies (Note 14)
Redeemable noncontrolling interests of consolidated affiliated partnerships ...........ccocoeveiiiiiiiiienenn.
Shareholders’ equity
Common stock — $0.50 stated value, 2,500,000 shares authorized — 1,511,174 shares issued at December
19, 2012 and September 26, 2012, 1,227,973 and 1,227,928 shares outstanding (net of treasury stock),
TESPECTIVEIY ettt ettt ettt s et b et e e b et e e e st e st e Rt e b e bt Ee et et et e st ere Rt benbenbennenes
Additional Paid-in CAPITAL ........coiiii bbb
Retained earnings........c.ccoceverereiniencneneneeeenne
Accumulated other comprehensive income
Treasury stock — at cost: 283,201 and 283,246 shares (includes 205,743 shares held by consolidated
affiliated partnerships) at December 19, 2012 and September 26, 2012, respectively ........c.cccovvvevrenne
Biglari Holdings INC. shareholders’ @qUity ..............cccooiieiiiiinineniiiieesse e
Total liabilities and shareholders’ eqUity...............ccocoiiiiiiiiiiiii e

See accompanying Notes to Consolidated Financial Statements.

December 19, September 26,
2012 2012
(Unaudited)
32,130 $ 60,359
305,634 269,858
6,269 7,001
6,676 6,624
1,067 2,357
2,996 2,798
354,772 348,997
352,588 356,638
27,529 27,529
6,079 6,248
8,859 9,109
23,730 25,266
773,557 $ 773,787
40,005 $ 33,210
42,352 53,866
15,000 —
15,546 19,367
5,743 5,713
9,802 12,138
128,448 124,294
8,442 8,675
108,921 110,353
120,250 120,250
9,069 9,002
375,130 372,574
53,274 52,088
756 756
140,390 143,035
256,545 251,983
38,007 43,897
(90,545) (90,546)
345,153 349,125
773,557 $ 773,787




BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF EARNINGS
(Unaudited)

(In thousands, except share and per share data)

Net revenues

Restaurant Operations
Net sales .....cocevvrerreinnnnns
Franchise royalties and fees ..
Other revenue ...................

Investment Management Operations
Consolidated Affiliated Partnerships
INVESEMENT GAINS/IOSSES. ......cutetetestiietet ettt b bbb s et b b s bbb st e bbbt bbbt b bbb
OENEI INCOIME ...ttt nenen s

Costs and expenses
COSE OF SAIES ...ttt bbbt bbb E bRt R bbb R e bR bR oA e e bbb bRt b et n bt
Restaurant operating costs ...
General and administrative ......
Depreciation and amortization.
IVIBEKETING ..t b bbb bbb bbbk bbbttt
L 1 PP P PSPPSR PR PSRN
Pre-opening costs...........
Loss on disposal of assets............
Other operating (income) expense ..

TOtal COSES AN EXPENSES, NEL .....veiviietiiteieie ettt ettt ettt st e st be st e b e b e s e b es b b e st es e e bese e bt e be e e be b ebeabensebe st ereabe e ababeneas

Other income (expenses)
Interest, dividend and Other INVESIMENT INCOME .........cviiiiiiiiecte ettt st re et sr e besaeeaeenaennas
Interest on obligations under leases ..................
INterest eXpPense .......c.cceeevervrnennns
Realized investment gains/losses .
TOtal OtNET INCOME (EXPENSES). ...t tueetetetiaitetetetreetetese ettt sttt e bbb b et e st st b e b s e b b e b et e b e b e Rt e b ek e bt b e b e b e st b et eb ettt ebene s

Earnings DEfOre INCOME TAXES ......c.iiiiiiiieiiiiieieiet ettt bbbt b bbbt b e st b bttt et n bt

g Tolo] Lo v OSSOSO UPTOPRRTRRRT

INEBE BAITHNGS ..ttt b ekt bbbt bbb st e bbbt bbb s e e b b e bbb st e e bbbkttt r et
Earnings attributable to redeemable noncontrolling interest:
INCOMIE AHOCATION ...ttt b bbb st b b s bbbt e b bbb bRttt e bRt b et et e et b e aes
INCENEIVE TEE ..o
Total earnings/loss attributable to redeemable NONCONEIOIIING INLEFESES .........ovvvcuiiiiiireciicc e
Net earnings attributable to Biglari HOIAINGS INC. ..c.cooviiiiiiiiiiiicc e

Earnings per share attributable to Biglari Holdings Inc.
BasiC €arnings PEIr COMIMON SNAIE..........uiuiuiiriietetestitetete ettt ettt se et es et b et st st s e e b e b es b b e ke st et s b e b e s et et e b et e s et et et en e e s ebetene
Diluted €arnings Per COMMON SNAE..........c.ctiiieiiuiiiiteteit sttt ettt ettt b ekttt b b et b b st e ettt b ekttt en et

Weighted average shares and equivalents

See accompanying Notes to Consolidated Financial Statements.

Twelve Weeks Ended

December 19,

December 21,

2012 2011
163739 $ 161516
2,474 2,144
525 530
166,738 164,190
(348) 2,124
121 76
(227) 2,200
166,511 166,390
47,954 45,424
77,360 73,963
13,577 13,258
5,943 6,301
10,233 8,887
4,012 4,047
— 101

207 216
(105) (519)
159,181 151,678
2,544 626
(2,208) (2,325)
(1,737) (1,855)
1 3,595
(1,400) 41
5,930 14,753
1,543 4,760
4,387 9,993
154 (1,234)

21 36

175 (1,198)
4562 $ 8,795
342§ 6.60
342§ 6.58
1,333,309 1,333,467
1,335,729 1,335,926



BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(In thousands) Twelve Weeks Ended
December 19, December 21,
2012 2011
Net earnings attributable to Biglari Holdings Inc. $ 4562 $ 8,795
Other comprehensive income:
Reclassification of investment appreciation in NEt BAMINGS..........ccoiiririiiiiriee e () (1,453)
ADPIICADIE INCOME TAXES ...ttt bbbt bbbt b b bbb et b bt h bbbttt bt — 552
Net change in unrealized gains and losses on investments.. (9,499) 20,416
Applicable iINCOME TAXES .......veveveireririeiiirieieie e 3,610 (7,758)
Other COMPrENENSIVE INCOME, NEL........iviteiiiiitet ettt bbb et b bbbttt b et e (5,890) 11,757
Total comprehensive INCOME (I0SS) ......eviuiieiiriirieit ettt et b e bbbt e et b e et b et b et b e ne et s $ (1,328) $ 20,552

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands) Twelve Weeks Ended
December 19, December 21,
2012 2011
Operating activities
INBE BAIMINTS ...ttt b bbbt e b b s bbbt h bR £ b bR e e bR R bbbt e b e bRt bbbttt b bbb $ 4387 3% 9,993
Adjustments to reconcile net earnings to operating cash flows (excluding investment
operations of consolidated affiliated Partnerships):...... .o s
Depreciation and amortization ................cccceee. 5,943 6,301
Provision for deferred income taxes..........cocoveeirrnnnen. (443) 698
Stock-based compensation and other non-cash expenses 106 157
Loss on disposal Of @SSEtS..........ccuureirinirerininnieiineee 207 216
Realized INVESTMENE GAINS/IOSSES ........viveuiriiietetiiiieieie sttt bbbt b et b bbbttt bbbt 1) (3,595)
Changes in receivables and INVENTOTIES ...........oouiiiiiii ettt b ettt se e 690 (2,082)
Changes in other assets ..........ccovvererrrccieininnes (120) (1,554)
Changes in accounts payable and aCCTUBH EXPENSES ........c.uoviueueririririeieii ettt ettt (5,313) (1,085)
Investment operations of consolidated affiliated partnerships:
PUICHASES OF INVESIMENTS. .....c.iiiiitetiiieiet ettt b bbbt bbbttt bbbttt — (5,114)
Sales of investments 535 11,268
Realized INVESTMENE JAINS, NEL ..ottt (87) (1,426)
Unrealized gains/losses on marketable securities held by consolidated affiliated partnerships ...........c.ccccoceevvrnenne. 435 (698)
Changes in cash and cash equivalents held by consolidated affiliated partnerships 653 (6,630)
Net cash provided by Operating aCHVITIES ............oeiriiiriieiiieie bbb et 6,992 6,449
Investing activities
Additions of property and EQUIPIMENT ...........cciiiiii bbb (1,182) (1,977)
Proceeds from property and equipment disposals. 1,259 —
PUICHASES OF INVESIMENTS. ...ttt bbbt b bbb bbb b bt b et b b bttt (45,277) (7,085)
SAIES OF INVESIMENES ... .eviieiceeceete ettt ettt et st eebeebeess e st e s e e e beebeessesbe s ebesaesbeessersenbesreebeeneensensens 1 26,259
Changes in due to/from broker — (7,272)
Net cash (used in) provided by INVEStING ACHIVITIES..........ccviiiiiiiiiiiii e (45,199) 9,925
Financing activities
Proceeds from revolving Credit FACHITY ...........oeiiiiiiiiee s 15,000 —
Principal payments on long-term debt...........c.ccco...... (2,336) (42)
Principal payments on direct financing lease obligations..... (1,402) (1,272)
Proceeds from exercise of stock options.............ccccevee. — 1
Excess tax benefits from stock-based awards....... 3 445
Repurchase of employee shares for tax WithhoIdiNg ... — 1
Financing activities of consolidated affiliated partnerships:
Contributions from NONCONTIONING INTEIESTS .........c.eiiiirieiiiiieiee ettt 23 927
Distributions to noncontrolling interests........ (1,310) —
Net cash provided by financing activities....... 9,978 60
Increase (decrease) in cash and cash equivalents... (28,229) 16,434
Cash and cash equivalents at beginning of period.. 60,359 98,987
Cash and cash equivalents at end of PEIIOT...........cciuiiiiiii et 3$ 32,130 % 115,421

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Twelve Weeks ended December 19, 2012 and December 21, 2011)

(Unaudited)
(In thousands)
Accumulated
Additional Other
Common Paid-In Retained Comprehensive  Treasury
Stock Capital Earnings Income (Loss) Stock Total

Balance at September 26, 2012..........cccovvvvirieceiee e $ 756 $ 143035 $ 251983 $ 43,897 $ (90,546) 349,125
Net earnings attributable to Biglari Holdings Inc. 4,562 4,562
Other comprehensive income (10SS), NEt .........cccoeirinnieneineieene (5,890) (5,890)
Exercise of stock options and other stock compensation transactions........ 3 1 4
Adjustment to redeemable noncontrolling interest to reflect maximum

redempPLion VAIUE...........cooiiiiiiiiiee e s (2,648) (2,648)
Balance at December 19, 2012 756 $ 140,390 $ 256,545 $ 38,007 $ (90,545) 345,153
Balance at September 28, 2011 .........cccvuvvririrriieiiiiteee e $ 756 $ 144569 $ 230,390 (5,468) $ (90,569) 279,678
Net earnings attributable to Biglari Holdings Inc. 8,795 8,795
Other comprehensive iNCOME, NEL .........ovueeiiiniieenreeece e 11,757 11,757
Exercise of stock options and other stock compensation transactions .............. 481 481
Adjustment to redeemable noncontrolling interest to reflect maximum

redemPLioN VAIUE .......c.ouiiiiiciee e (2,628) (2,628)

Balance at December 21, 2011 ......ccovvuriiinnncceeie e $ 756 $ 142422 $ 239,185 $ 6,289 $ (90,569) 298,083

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
December 19, 2012
(In thousands, except share and per share data)

Note 1. General

The accompanying unaudited 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 results of the interim periods have been included and consist only of normal recurring adjustments. The results for the interim
periods shown are not necessarily indicative of results for the entire fiscal years. The financial statements contained herein
should be read in conjunction with the consolidated financial statements and notes thereto included in our Annual Report on
Form 10-K for the fiscal year ended September 26, 2012.

Biglari Holdings Inc. is a diversified holding company engaged in a number of business activities. The Company is led by
Sardar Biglari, Chairman and Chief Executive Officer of Biglari Holdings and its major operating subsidiaries. Our 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 December 19, 2012, the consolidated financial statements include the accounts of (i) the Company, (ii) its wholly-owned
subsidiaries Biglari Capital Corp. (“Biglari Capital”), Steak n Shake Operations, Inc. (“Steak n Shake”), and Western Sizzlin
Corporation (“Western”), and (iii) investment related limited partnerships (the “consolidated affiliated partnerships”). As a result
of the Company’s acquisitions of Western and Biglari Capital in 2010, the Company acquired financial interests in The Lion
Fund, L.P. (the “Lion Fund”) and Western Acquisitions, L.P., investment limited partnerships (collectively referred to as
consolidated affiliated partnerships), in which the Company has a substantive controlling interest.

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 Consolidated 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 December 31 quarter end for financial reporting purposes differs from the end of the Company’s
fiscal quarter of December 19, 2012. There were no significant transactions in the intervening period.

The equity method of accounting is used with respect to investments when the investor has the ability to exercise significant
influence, but not control, over the operating and financial policies of the investee. The ability to exercise significant influence is
presumed when an investor possesses 20% or more of the voting interests of the investee.

Biglari Holdings began acquiring shares of Cracker Barrel Old Country Store, Inc. (“Cracker Barrel”) in 2011. During the first
quarter of fiscal year 2013 Biglari Holdings acquired additional shares of Cracker Barrel common stock which increased Biglari
Holdings’ economic and voting interest to approximately 20.0%.

Biglari Holdings is in the process of evaluating the application of the equity method to its investment in Cracker Barrel.
Accordingly, until the assessment is complete, Biglari Holdings will continue to account for this investment as an available-for-
sale equity security recorded in its financial statements at fair value.

Note 2. New Accounting Standards

In October 2012, the Financial Accounting Standards Board (the “FASB”) issued Accounting Standards Update (“ASU”) 2012-
04, Technical Corrections and Improvements, which makes certain technical corrections (i.e., relatively minor corrections and
clarifications) and “conforming fair value amendments” to the FASB Accounting Standards Codification (the “Codification”).
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The corrections and improvements include technical corrections based on feedback on the Codification and conforming
amendments primarily related to fair value in areas outside of ASC 820. The amendments affect various Codification topics and
apply to all reporting entities within the scope of those topics and became effective for the Company on December 20, 2012. We
do not expect the adoption of ASU 2012-04 to have a material effect on our financial position or results of operations.

In July 2012, the FASB issued ASU 201202, Intangibles—Goodwill and Other (Topic 350): Testing Indefinite-Lived Intangible
Assets for Impairment. The revised standard is intended to reduce the cost and complexity of testing indefinite-lived intangible
assets other than goodwill for impairment. It allows companies to perform a “qualitative” assessment to determine whether
further impairment testing of indefinite-lived intangible assets is necessary, similar in approach to the goodwill impairment
test. The amendments are effective for annual and interim impairment tests performed for fiscal years beginning after September
15, 2012. The adoption of ASU 2012-02 did not have a material effect on our financial position or results of operations.

In December 2011, the FASB issued ASU 2011-12, Comprehensive Income. The amendments in ASU 2011-12 supersede
certain pending paragraphs in ASU 2011-05, Presentation of Comprehensive Income to effectively defer only those changes in
ASU 201105 that relate to the presentation of reclassification adjustments out of accumulated other comprehensive income.
The requirement to report comprehensive income either in a single continuous financial statement or in two separate but
consecutive financial statements became effective in the first quarter of fiscal 2013. The adoption of ASU 2011-12 did not
impact the measurement of net earnings or other comprehensive income.

Note 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 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.

Twelve Weeks Ended
December 19, December 21,

2012 2011

Basic earnings per share:
Weighted average COmMMON SHAIES .......cccvccuiiiiiie e 1,333,309 1,333,467
Diluted earnings per share:
Weighted average COmMMON SHAIES .......cccvccuviiiiieiie e 1,333,309 1,333,467
Dilutive effect 0f SEOCK QWAITS ........cooviiiiiccie ettt 2,420 2,459
Weighted average common and incremental Shares ... 1,335,729 1,335,926
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. .....ooviviriiiriiiiiiiiiieecee s 705 7,484

Note 4. Investments
Investments consisted of the following:

December 19, September 26,

2012 2012
01y R $ 244,332 $ 199,057
O (oI =T 1T =To I T Ul TSP 62,233 71,416
GroSS UNFEAIIZEA 10SSES ......vvviveiiicriiisiete et (931) (615)
[Tz | LU= ST $ 305,634 $ 269,858

At December 19, 2012, most of the total fair value of our investments was concentrated in the common stock of one investee,
Cracker Barrel Old Country Store, Inc. At December 19, 2012 we held 4,737,794 shares (140,100 shares through the Lion Fund)
of Cracker Barrel Old Country Store, Inc.



As of December 19, 2012, unrealized losses on available for sale equity securities in a continuous unrealized loss position for
more than twelve consecutive months were $550. We consider several factors in determining other-than-temporary impairment
losses including the current and long-term business prospects of the issuer, the length of time and relative magnitude of the price
decline and our ability and intent to hold the investment until the price recovers. As of December 19, 2012, we concluded that
the unrealized losses were temporary.

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:

December 19, December 21,

2012 2011
Gross realized gains 0N SAIES .......cii i $ 1 $ 3,979
Gross realized 10SSES ON SAIES .....c.veiiieiiie ittt e ee e ere s $ — $ (384)

Note 5. Consolidated Affiliated Partnerships

Collectively, The Lion Fund L.P. and Western Acquisitions, 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. Within our consolidated
financial statements, the Company classifies this common stock as Treasury stock despite the shares being legally outstanding.
As of December 19, 2012 and September 26, 2012, the consolidated affiliated partnerships held 205,743 shares of the
Company’s common stock ($69,221 at cost).

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 $50,677 at
December 19, 2012 and $48,306 at September 26, 2012. No amounts were invested in the year-to-date period in fiscal year 2013
or in fiscal year 2012. These investments in the Lion Fund do not appear explicitly in the Company’s 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 Consolidated Balance Sheet as a reduction to Shareholders’ equity. Biglari
Holdings’ pro-rata ownership of its common stock through the Lion Fund was 99,726 (with a fair value of $38,895) based on
Biglari Holdings’ ownership interest in the Lion Fund as of the end of the fiscal 2013 first quarter.

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:

December 19, September 26,

2012 2012
Equity securities:
0L RS SSSTSTRRTTT $ 9,839 §$ 10,288
FAIT VAIUE oottt ettt et b e et e e st e e e ebe e e abe e e ebeeebeeebeeebeeebeeenres $ 12,267 $ 13,151

Investments held by consolidated affiliated partnerships on the Consolidated Balance Sheet include $11,463 and $12,115 of cash
that is only available for use by the consolidated affiliated partnerships at December 19, 2012 and September 26, 2012,
respectively.



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

Twelve Weeks Ended
December 19, December 21,

2012 2011
Net UNrealized GAINSIIOSSES .......oiviiiieiieieeieie ettt ettt ettt et sre e enee et e $ (435) $ 698
Net realized gains/10SSes frOM SAIE ...t $ 87 $ 1,426

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
Consolidated Balance Sheet. The maximum redemption amount of the redeemable noncontrolling interests as of December 19,
2012 was $53,274.

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

Twelve Weeks Ended
December 19, December 21,

2012 2011

Carrying value at beginning Of PErIOd ........covoiviiiiiriee e $ 52,088 $ 45,252
Contributions from noNCONtrolling INTEFESES .........ooiiiiiiiiiee e 23 927
Distributions to Noncontrolling INtEreStS ..........ccoviviiririirier s (1,310) —
INCENTIVE TR ... (21) (36)
INCOME AIIOCATION ... (154) 1,234
Adjustment to redeemable noncontrolling interest to reflect maximum

L=To Lol aaT o] (ol g IN 7 L TSRS 2,648 2,628
Carrying value at end 0F PO ..o $ 53274 $ 50,005

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 $21 incentive reallocation fee at December 31, 2012. At
December 31, 2011, Biglari Capital earned a $36 incentive reallocation fee. 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 its investments in
the consolidated affiliated partnerships; all other earnings or losses from the consolidated affiliated partnerships are allocated to
the redeemable noncontrolling interests.

Note 6. Assets Held for Sale

Assets held for sale are composed of the following:

December 19, September 26,

2012 2012
Land and BUITAINGS ....oovviiiii e $ 988 $ 2,050
IMPIOVEMENES ..ot bbb 79 307
Total aSSEtS Neld FOr SAIE ......ccveiiiiiiie e e bre s $ 1,067 $ 2,357

As of December 19, 2012, the balance included two parcels of land. During the first quarter of fiscal year 2013, three closed
restaurants were sold.



The Company expects to sell these properties within one year of their classification as assets held for sale. For any of these
properties that are unsold within one year, management reclassifies them as property and equipment.

Note 7. Other Current Assets

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

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

December 19, September 26,

2012 2012
AN Rt $ 162592 $ 162,685
2 TOT] o 113 PSSR 150,680 150,601
Land and leasehold iMProVEMENTS ........c.oviiiiiiiiiiiee e 155,872 155,702
EQUIPIMENT ..ttt b ettt b bbbt b e b e 204,716 204,340
CONSEIUCTION TN PIOGIESS ..ttt ittt ettt ettt sb et eb e et b e et b e bt b e e bt ebe e e s e ebenreneas 3,126 2,605

676,986 675,933
Less accumulated depreciation and amortization ............cccccccvveiiiniiiiiine e (324,398) (319,295)
Property and eqUIPMENT, NEL .....oo.iiiiiice et $ 352588 $ 356,638

Note 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 26, 2012.

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 which ended September 26, 2012, we performed our annual assessment of the recoverability of our goodwill
related to four reporting units for Steak n Shake. During the second quarter of fiscal year 2012, we performed our annual
assessment of our recoverability of goodwill related to two reporting units for Western. The valuation methodology and
underlying financial information included in our determination of fair value require significant management judgments. 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.

No assurance that the Company’s estimates and assumptions regarding future operating results made for purposes of the
goodwill impairment testing can be accurate predictors. Further declines in Western’s operating performance may require the
Company to record goodwill impairment losses. Currently, it is not possible to determine whether any such future impairment
losses would result or whether such losses would be material. As of December 19, 2012 Western had $18.1 million of goodwill
and intangible assets.
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Other Intangibles
Other intangibles are composed of the following:

December 19, 2012 September 26, 2012
Gross Gross

carrying Accumulated carrying Accumulated

amount  amortization  Total amount amortization Total
RIght t0 OPEIate ....cvevvveveeieeirieieresieesee e $ 1,480 $ (1262) $ 218 $ 1480 $ (1,235) $ 245
Franchise agreement .........ccccoevevieveeiicieie e 5,310 (1,461) 3,849 5,310 (1,328) 3,982
(@] 111 SRR 810 (542) 268 810 (533) 277
TOMAL oo s 7,600 (3,265) 4,335 7,600 (3,096) 4,504
Intangible assets with indefinite lives ...........cccccooeiee 1,744 — 1,744 1,744 — 1,744
Total intangible aSSets .........cccvvivrererireiencere e $ 9344 $ (3,265) $6,019 $ 9344 $ (3,096) $ 6,248

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 twelve weeks ended December 19, 2012 and December 21, 2011 was $169, and $176, respectively.
Total annual amortization expense for each of the next five years will approximate $615.

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.

Note 10. Other Assets

Other assets primarily include capitalized software, non-qualified plan investments, the non-current portion of capitalized loan
acquisition costs, and restricted cash related to workers’ compensation claims.

Note 11. Borrowings

During the twelve weeks ended December 19, 2012 Steak n Shake borrowed $15 million on its revolving credit facility for
general corporate purposes. The outstanding debt on Steak n Shake’s credit facility on December 19, 2012 was $145,000, which
included the revolver, compared to $125,000 on December 21, 2011.

Steak n Shake’s Credit Facility includes 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 December 19, 2012.

The carrying amounts for debt reported in the Consolidated Balance Sheet do not differ materially from their fair values at
December 19, 2012 and September 26, 2012. The fair value was determined to be a Level 3 fair value measurement.

Note 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.

Note 13. Income Taxes

In determining the quarterly provision for income taxes, the Company uses an estimated annual effective tax rate based on
expected annual income, statutory tax rates, and available tax planning opportunities in the various jurisdictions in which the
Company operates. Unusual or infrequently occurring items are separately recognized in the quarter in which they occur.

Our effective income tax rate for the twelve weeks ended December 19, 2012 was 26.0%, compared to the effective income tax

rate of 32.3% in the same period in the prior year. The decrease in the tax rate is primarily attributable to dividends received
from equity investments, which are taxed at lower rates than is the income derived from wholly owned businesses.
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As of December 19, 2012 and September 26, 2012, we had approximately $837 and $812, respectively, of unrecognized tax
benefits, which are included in Other long-term liabilities in the Consolidated Balance Sheet.

Note 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 consolidated
financial statements is not likely to have a material effect on our results of operations, financial position or cash flows.

Note 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.

» 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.

*  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 Consolidated Balance Sheet.

Cash equivalents: Cash equivalents primarily consist of money market funds which are classified within Level 1 of the fair value
hierarchy. The consolidated affiliated partnerships did not hold cash equivalents on December 19, 2012 and September 26, 2012.

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 the 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 $189 and $190 as of December 19, 2012 and September
26, 2012, 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 December 19, 2012 and September 26, 2012 represent the fair market value for Steak n Shake’s
two interest rate swaps.
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The fair values of financial assets and liabilities were as follows:

December 19, 2012 September 26, 2012
Level1 Level2 Level3 Total Level 1 Level2 Level3 Total

Assets
Cash eQUIVAIENTS .........ccovviveirieieeereees e $ 183 $ — 3% — % 183 $ 14,286 $ — 9% — $ 14,286
Equity securities:

Restaurant/Retail ............ccceeiveviiiiiiiicee e 298,227 — — 298,227 266,940 — — 266,940

INSUFANCE....eveviieieieie et 6,112 — — 6,112 1,574 — — 1,574

OBNEI .t 1,295 — — 1,295 1,344 — — 1,344
Equity securities held by consolidated affiliated partnerships:

Restaurant/Retail — — 10,824 11,156 — — 11,156

(0] 1311 S — — 1,254 1,805 — — 1,805
Non-qualified deferred compensation plan investments........... 841 — — 841 888 — — 888
Investment held by consolidated affiliated partnership............ — — 189 189 — — 190 190
Total assets at fair ValUE .........ccooovvvieieiiiicie e $ 318,736 $ — 3% 189 $318,925 $297,993 $ — $ 190 $298,183
Liabilities
INEEreSt rate SWAPS ..ocvvevveeieieiiesie e — 576 — 576 — 351 — 351
Total liabilities at fair value ...........ccoocevvveiencieneieeee $ —$ 576 $ — $ 576 $ —$ 3H1$ — 3% 351

There were no changes in our valuation techniques used to measure fair values on a recurring basis.
Note 16. Related Party Transactions

On January 11, 2013, the Company, also referred to as “Licensee,” entered into a Trademark License Agreement (the “License
Agreement”) with Sardar Biglari, Chairman and Chief Executive Officer of the Company (“Licensor”). The License Agreement
was unanimously approved by the Governance, Compensation and Nominating Committee of the Board of Directors of the
Company.

Under the License Agreement, Licensor granted to Licensee an exclusive license to use the name and mark Biglari (alone or in
connection with other terms and/or designs) (the “Licensed Marks™) in association with the provision of investment services,
franchising services, financial services, restaurant franchising (including business management assistance in the establishment
and/or operating of restaurants), hospitality services, hotel management services, insurance services, restaurant services, retail
and retail related services, real estate services and apparel (collectively, the “Products” and the “Services”) throughout the world.
Upon (a) the expiration of twenty years from the date of the License Agreement (subject to extension as provided in the License
Agreement), (b) the death of Licensor, (c) the termination of Licensor’s employment by Licensee for Cause (as defined in the
License Agreement), or (d) the Licensor’s resignation from his employment with Licensee absent an Involuntary Termination
Event (as defined in the License Agreement). The Licensed Marks for the Products and Services will transfer from Licensor to
Licensee without any compensation if Licensee is continuing to use the Licensed Marks in the ordinary course of its business.
Otherwise, the rights will revert to Licensor.

The license provided under the License Agreement is royalty-free unless and until one of the following events occurs: (i) a
Change of Control (as defined in the License Agreement) of Licensee; (ii) the termination of Licensor’s employment by Licensee
without Cause; or (iii) Licensor’s resignation from his employment with Licensee due to an Involuntary Termination Event
(each, a “Triggering Event”). Upon the occurrence of a Triggering Event and for a specified period of no less than five years
thereafter, Licensor will be entitled to receive a royalty from Licensee equal to two and one-half percent of revenues received by
Licensee, its subsidiaries and affiliates from Products, Services and businesses associated with a Licensed Mark prior to or
following the Triggering Event, as specifically provided in the License Agreement.

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 December 19, 2012
and September 26, 2012, the total fair value of these investments was approximately $2,629 and $2,506, respectively.
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Note 17. Business Segment Reporting

Net revenue, earnings before income taxes and noncontrolling interests, and net earnings attributable to Biglari Holdings Inc. for
the twelve weeks ended December 19, 2012 and December 21, 2011 were as follows:

Net Revenue
December 19, December 21,
2012 2011

Operating Business:
Restaurant Operations:

Steak n Shake $ 163,155 $ 160,492

RVL TS (=] 1 TSR 3,583 3,698
Total RESTAUrANT OPEIALIONS ......cviiveviieiieteiti e ste ettt ettt e b e be st e s b e b et e s s esseteebeebesbesbe s enseseeneerens 166,738 164,190
Investment Management:

Consolidated affiliated Partnerships ........cooiieiiiieie e (227) 2,200
Total Investment Management OPEIAtIONS ..........civrireirieriiieririeere ettt ettt et b et e e e s (227) 2,200

$ 166,511 $ 166,390

Earnings before income
taxes and noncontrolling Net earnings attributable to
interests Biglari Holdings Inc.

December 19, December 21, December 19, December 21,

2012 2011 2012 2011

Operating Business:
Restaurant Operations:

SEEAK N SHAKE ...veieiceeeee ettt $ 8,502 $ 13,649 $ 5,666 $ 8,959

WVESEEIT . 282 391 160 241
Total Restaurant OPErations ..........cccoveeireeierieerieieniseese s 8,784 14,040 5,826 9,200
Investment Management:

Biglari Capital Corp. (INCentive fee) ........cccvverrreiiiiiese e 21 36 13 22

Consolidated affiliated partnerships ............ccccoovveciiiiiniiiciees (290) 2,098 (42) 276
Total Investment Management OPerations ..........ccocoeovveeneeneienenennneennens (269) 2,134 (29) 298
Corporate and Other:

Corporate and OtNET .........cccoieiiiiieieeece e (828) (3,125) (159) (1,782)

Investment and derivative gainS/IOSSES .........cccoverierineieneineseeees 1 3,595 1 2,229
Total Corporate and OThEr ..........c.ceviiiinieiree e (827) 470 (158) 447
Reconciliation of segments to consolidated amount:

EHMINALIONS ... (21) (36) — —

Interest expense and loss on debt extinguishment, excluding interest

allocated to operating bUSINESSES. ........cvrveirierinieisesee s (1,737) (1,855) (1,077) (1,150)

$ 5930 $ 14,753  $ 4562 $ 8,795

Biglari Capital, the general partner of the Lion Fund, earned a $21 incentive reallocation fee at December 31, 2012. At December
31, 2011, Biglari Capital earned a $36 incentive reallocation fee. 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
(In thousands, except share and per share data)

Biglari Holdings Inc. (“Biglari Holdings” or the “Company”) is a diversified holding company engaged in a number of business
activities. The Company is led by Sardar Biglari, Chairman and Chief Executive Officer of Biglari Holdings, Biglari Capital
Corp. (“Biglari Capital”), Steak n Shake Operations, Inc. (“Steak n Shake”), and Western Sizzlin Corporation (“Western”). 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 period being discussed and which remained open through the end of the 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.

Twelve Weeks Ended December 19, 2012
We recorded net earnings attributable to Biglari Holdings Inc. of $4,562 for the first quarter of fiscal year 2013, as compared
with net earnings attributable to Biglari Holdings Inc. of $8,795 in the first quarter of fiscal year 2012.

As of December 19, 2012, the total number of company-operated and franchised restaurants was 590 as follows:

Company-
operated  Franchised  Total
StEAK N SHAKE ... 414 87 501
RV =T =] TSP 5 84 89
0] - | TRR 419 171 590

In the first quarter of 2013, Steak n Shake opened four franchised units. Western closed five franchised units and opened two
franchised units during the first quarter of 2013.

Critical Accounting Policies

Management’s discussion and analysis of financial condition and results of operations is based upon our 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 year ended September 26, 2012.
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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
consolidated statements of earnings for the twelve weeks ended December 19, 2012 and December 21, 2011.

Twelve Weeks Ended

December 19, December 21,
2012 2011
Net revenues
Restaurant Operations
INBE SBIES ... bbb bbbk bbb bbbtk 98.3 % 97.1 %
Franchise royalties and fees . . 15 1.3
OBNEE TEBVENUE ...ttt bbb bbb bbb bbb bbb b bbbt 0.3 0.3
TOTAI ARttt 100.1 98.7
Investment Management Operations
Consolidated Affiliated Partnerships
INVESEMENT GAINS/IOSSES .....viutitcietieseet etttk bbb bbbt b et e bbbttt bbbt 0.2) 13
OENEE INCOME ..t b bbb bbb bbbt bbbt 0.1 0.0
TIORAD o bbb E bR E bR £ bR R b bR £ R bR R bkttt b bttt (0.1) 1.3
TOLAI NMET FEVEINUES ...ttt 100.0 100.0
Costs and expenses
COSEOF SAIBS M ..ovivoiiitiiic s bbb bbb 29.3 28.1
Restaurant operating costs @ ... 47.2 45.8
General and administrative ..... 8.2 8.0
Depreciation and amortization 3.6 3.8
IVIBEKETING .ot bbbt bbb bbbkttt b bt 6.1 53
RENE < bbb e 24 24
PrE-OPENING COSES ...viuititiiiiriitetetei ettt ettt b e bbbttt b bbbt E bbbt b b bt bbb bbb e et — 0.1
Loss on disposal of assets ........... . 0.1 0.1
Other operating (INCOME) EXPEINSE ........veveuirritriererirestetesetstetese st et esese e sbebese st st st ebese bbb es et st st e b e bt b e b et e st st sb s b b e s bebne 0.2) 0.3)
Other income (expenses)
Interest, dividend and other iNVESIMENT INCOME .......cceiviiviiieiiiie ettt be e 15 0.4
Interest 0N ObligatioNS UNGEN TBASES .........ccviviiiiiiiiiieiiiii ettt 1.3) 1.4)
INEETEST EXPENSE ...vuvtisiiietetestt ettt sttt ettt bt s bbbt ee e e b b s £ bbb oA e £ bR R £ b b e b e Rt E e b e bR e bbb e sttt b et n bt (1.0) (1.1)
Realized iNVESIMENE GAINS/IOSSES ......c.cueririirietiirieietertrieiet ettt ettt b bttt b e nn b b e 0.0 2.2
Total Other INCOME (EXPENSES) .....c.iiveiiiiirtitetttrt ettt ettt sttt b bttt b bt bbbttt b bttt b ket sb bbbk (0.8) 0.0
Earnings DEfOre INCOME TAXES ......ciiiiiiiiiiiiiieieie ettt bbbt b ettt b bbb 3.6 8.9
INCOME TAXES ..ot b bbb bbbt b e 0.9 2.9
INEE BAITHNGS ...ttt bbbt e bbb et b bt bbbttt h et bbbt b bttt b bbb 26 6.0
Earnings attributable to redeemable noncontrolling interest:
Income allocation 0.1 0.7)
INCENTEIVE FEE ..o e . 0.0 0.0
Total earnings/loss attributable to redeemable noncontrolling INtErestS ..o 0.1 (0.7)
Net earnings attributable to Biglari HOIAINGS INC. .......c.cciiiiiiiiiicic e 27 % 53 %

(1) Cost of sales and Restaurant operating costs are expressed as a percentage of net sales.
Comparison of Twelve Weeks Ended December 19, 2012 to Twelve Weeks Ended December 21, 2011

Net Earnings Attributable to Biglari Holdings Inc.

We recorded net earnings attributable to Biglari Holdings Inc. of $4,562, or $3.42 per diluted share, for the current quarter, as
compared with net earnings attributable to Biglari Holdings Inc. of $8,795, or $6.58 per diluted share, for the first quarter of
2012.
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Net Sales
In the first quarter of 2013, net sales increased 1.4% from $161,516 to $163,739 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 1.3% during the first quarter of 2013. The increase in same-store sales resulted from an increment in customer traffic
of 1.6%.

Franchise royalties and fees increased 15.4% during the first quarter of 2013. The number of franchised units was 171 on
December 19, 2012 as compared to 165 on December 21, 2011. The increase in franchise royalties and fees is primarily
attributable to revenue earned for units opened in 2012 and in the first quarter of 2013.

Costs and Expenses
Cost of sales was $47,954 or 29.3% of net sales, compared with $45,424 or 28.1% of net sales in the first quarter of 2012. The
increase in expenses was created primarily by inflationary pressures on commodities.

Restaurant operating costs were $77,360 or 47.2% of net sales compared to $73,963 or 45.8% of net sales in the first quarter of
2012. Restaurant operating costs were higher because of higher staffing in our stores, unfavorable development of prior-year
cases in workers’ compensation and higher frequency of general liability claims.

General and administrative expenses increased from $13,258 or 8.0% of total net revenues in the first quarter of 2012 to $13,577
or 8.2% of total net revenues.

Marketing expense was $10,233 or 6.1% of total net revenues versus $8,887 or 5.3% of total net revenues in the first quarter of
2012. The increase was primarily attributable to an increase in marketing efforts and higher production costs associated with our
television commercials.

Other operating income decreased to $105 compared to $519 for the first quarter of 2012. The decrease primarily related to the
recognition of sales tax refunds in the first quarter of 2012.

Other Income (Expenses)
We recorded interest, dividend and other investment income of $2,544 primarily through accruing dividends pertinent to one
investment versus $626 recorded in the first quarter of 2012.

Interest expense decreased from $1,855 for the first quarter of 2012 to $1,737 for the current quarter. The decrease primarily
pertained to lower interest rates on Steak n Shake’s current credit facility. The interest rate on Steak n Shake’s current credit
facility was 3.7%, which decreased from 5.5% on the former credit facility at December 21, 2011. The outstanding debt on
Steak n Shake’s credit facility on December 19, 2012 was $145,000, which included the revolver, compared to $125,000 on
December 21, 2011.

Income Taxes

Income tax expense decreased from $4,760 in the first quarter of 2012 to $1,543 for the current quarter. The decrease in the tax
expense is primarily attributable to dividends received from equity investments, which are taxed at lower rates than is the income
derived from wholly owned businesses.

Biglari Holdings Investment Gains
We recorded net realized investment gains of $1 for the current quarter related to dispositions of marketable equity securities
compared to $3,595 in the first quarter of 2012. We directly hold these investments, not our consolidated affiliated partnerships.

Consolidated Affiliated Partnerships Investment Gains

In the first quarter of 2013, investment gains of consolidated affiliated partnerships decreased from $2,124 to investment losses
of $348. We recorded a net realized gain of $87 for the current quarter related to dispositions of investments held by our
consolidated affiliated partnerships, plus an unrealized net investment loss of $435 for a total of $348. These totals were offset by
$154 connected to losses attributable to redeemable noncontrolling interests. During the first quarter of 2012, we recorded a net
realized gain of $1,426 related to dispositions of investments held by our consolidated affiliated partnerships as well as an
unrealized net investment gain of $698 for a total of $2,124. However, these amounts were offset by $1,234 related to earnings
attributable to redeemable noncontrolling interests.
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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 consolidated financial statements,
we classify this common stock as treasury stock despite the shares being legally outstanding. As of December 19, 2012 and
September 26, 2012, 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 investments in the Lion Fund totaled $50,677
as of the end of the fiscal 2013 first quarter. These investments in the Lion Fund do not appear explicitly in our consolidated
balance sheet because of the requirement to consolidate fully the Lion Fund (inclusive of third party interests) in our financial
statements. Further, the Lion Fund’s portfolio holds a significant interest in Biglari Holdings’ common stock, which is classified
on our consolidated balance sheet as a reduction to shareholders’ equity. Biglari Holdings” pro-rata ownership of its Company
common stock through the Lion Fund was 99,726 shares of stock (with a fair value of $38,895) based on Biglari Holdings’
ownership interest in the Lion Fund as of the end of the fiscal 2013 first quarter.

Liquidity and Capital Resources

We generated $6,992 in cash flows from operations during the current year-to-date period as compared to $6,449 during the
same period last year. The cash flows from operations in the current quarter were primarily a result of earnings from restaurant
operations offset by incentive compensation payments. The cash flows from operations generated last year were primarily from
earnings from restaurant operations offset by changes in working capital.

Net cash used in investing activities during the current year-to-date period was $45,199 compared to net cash provided by
investing activities of $9,925 during the same period last year. The decline primarily resulted from an increase in purchases of
investments during the current year and increased sales of investments in the prior year.

Net cash provided by financing activities during the current year-to-date period was $9,978 compared to $60 during the same
period last year. The increase in net cash provided by financing activities primarily related to an increase in borrowings from
Steak n Shake’s revolving credit facility partially offset by the extinguishment of Western’s long term debt.

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 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 December 19, 2012.
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New Accounting Standards
Refer to Note 2 in our Notes to Consolidated Financial Statements within Item 1 of Part I of this Quarterly Report on 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:

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 commodities;

the ability of our franchisees to operate profitable restaurants;

the poor performance or closing of even a small number of restaurants;

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.
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ITEM3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our investments are generally concentrated in common stocks. On December 19, 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 consolidated statement of earnings. Decreases in values of equity investments can have a material adverse effect on our
consolidated shareholders’ equity.

On December 19, 2012 interest on the term loan and revolver under Steak n Shake’s credit facility is based on a Eurodollar rate
plus an applicable margin ranging from 3.00% to 3.75% or a base rate plus an applicable margin ranging from 2.00% to 2.75%.
The applicable margins are contingent on Steak n Shake’s total leverage ratio. The revolver also carries a commitment fee
ranging from 0.35% to 0.50%, based on Steak n Shake’s total leverage ratio, per annum on the unused portion of the credit line.
On December 19, 2012, a hypothetical 100 basis point increase in short-term interest rates would have an impact of
approximately $899 on our annual net earnings.

On October 11, 2012, Steak n Shake entered into a new interest rate swap for a notional amount of $65,000 through September
30, 2015. The agreement hedges potential changes in the Eurodollar rate. The fair value of the interest rate swap was a loss of
$271 on December 19, 2012,

In February 2011, Steak n Shake entered into an interest rate swap agreement for a notional amount of $20,000, which
effectively fixed the interest rate on a prior credit facility at 3.25% through February 15, 2016. The notional amount decreases
$1,000 quarterly through its maturity on February 15, 2016. The notional amount of the interest rate swap was $13,000 on
December 19, 2012. The fair value of the interest rate swap was a loss of $305 on December 19, 2012.

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

ITEM4. 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
December 19, 2012.

There have been no changes in our internal control over financial reporting that occurred during the quarter ended December 19,
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.

The following is an additional risk factor to the Risk Factors previously disclosed in the Company’s Annual Report on Form 10-
K for the year ended September 26, 2012.

Certain agreements with our Chairman and CEO may deter third parties from acquiring us.

We have entered into a license agreement with Sardar Biglari, Chairman and Chief Executive Officer, under which Mr. Biglari
has granted the Company an exclusive license to use his name when connected to the provision of certain products and
services. In the event of a change of control of the Company, Mr. Biglari would be entitled to receive revenue-based royalty
payments related to the usage of his name under the terms of the license agreement for a defined period of no less than five
years. In addition, we have an incentive agreement with Mr. Biglari, in which he is entitled to receive performance-based annual
incentive payments contingent on the growth of the Company’s adjusted book value in each fiscal year. In the event of a change
in Control after the third anniversary of the Incentive Agreement, Mr. Biglari would receive specified payments thereunder. The
combination of these provisions along with others referenced (e.g., contracts cancellable if Mr. Biglari is no longer Chairman and
CEO) together could have the effect of preventing a transaction involving a change of control of the Company or deterrence of a
potential proxy contest.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM5. OTHER INFORMATION

None.
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ITEM6. EXHIBITS

Exhibit

Number Description

31.01 Certification Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.02 Certification Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.01* Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

101** Interactive Data Files.

*  Furnished herewith.

** In accordance with Rule 406 T of Regulation S-T, these interactive data files are deemed not filed or part of a registration
statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed
for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and otherwise are not subject to liability
under those sections.
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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: January 25, 2013
BIGLARI HOLDINGS INC.

By: /s/ BRUCE LEWIS

Bruce Lewis
Controller
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EXHIBIT 31.01

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS
ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Sardar Biglari, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Biglari Holdings Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: January 25, 2013
/s/ Sardar Biglari
Sardar Biglari
Chairman and Chief Executive Officer

24



EXHIBIT 31.02

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS
ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Bruce Lewis, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Biglari Holdings Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: January 25, 2013
/s/ Bruce Lewis
Bruce Lewis
Controller

25



EXHIBIT 32.01
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Biglari Holdings Inc. (the “Company”) on Form 10-Q for the period ended December

19, 2012 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned

certify, pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

/s/ Sardar Biglari

Sardar Biglari

Chairman and Chief Executive Officer
January 25, 2013

/s/ Bruce Lewis
Bruce Lewis
Controller
January 25, 2013
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