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PART 1 - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
BIGLARI HOLDINGS INC.

CONSOLIDATED BALANCE SHEETS
(dollars in thousands)

June 30, December 31,
2020 2019
(Unaudited)

Assets
Current assets:

Cash and cash equUIVaIENES ...........cveiviiieiiiiii e $ 36,438 $ 67,772

LAV 1 0 11T 01 £ PP 84,785 44,856

RECEIVADIES .. ..ot et 18,066 21,640

LNV Z=T 1 (0] (T 3,019 4,674

Other CUITENT @SSEES ...viviiiieieie e eas 7,213 6,449
TOtAl CUITENT ASSEES ...eieieieiieie ettt e et e e et e e e e e e eaaaas 149,521 145,391
Property and eqUIPMENT .........ouii e 328,758 350,627
Operating 18aSE @SSELS .....ivuiit it 53,403 59,719
Goodwill and other intangible assets ......... .o 75,307 67,389
Investment partnerships ..o 369,129 505,542
(@1 gL g 1YY <] £ 12,700 10,641
B o) 7= = 1T <] £ $ 988,818 $ 1,139,309
Liabilities and shareholders’ equity
Liabilities
Current liabilities:

Accounts payable and accrued eXPENSES ........vuviriiriieiiiiieiieaee e, $ 129,460 $ 121,079

Current portion of operating lease liabilities ..............c..ccoveeiiiiiiiiies 12,050 11,635

Current portion of notes payable and other borrowings ............................ 160,083 7,103
Total current abilities ...........ooouiiiiii e 301,593 139,817
Long-term notes payable and other borrowings .............cocvevieiiiiiniiineenns 77,927 263,182
Operating lease liabilities ..........ccoiiuiiii e 46,493 53,271
DEfErred TAXES ...iviiiii it 28,798 54,230
Asset retirement obligations ............oooiviiiiiii 9,772 10,447
Other HabIlItIES ....vniei e e eaeeaas 1,685 2,064
Total Habilities ... ...ooviii s 466,268 523,011
Shareholders’ equity
COMIMON SEOCK .. eeii e e e s 1,138 1,138
Additional paid-in capital ............cooiuiiiiiiii 381,788 381,788
REtaiNed EAIMINGS ...\ et eaas 515,620 611,039
Accumulated other comprehensive 10SS ..........oovveiiiiiiiiii e, (2,320) (2,810)
Treasury StOCK, At COST ...ouuiiniiiiii e e (373,676) (374,857)
Biglari Holdings Inc. shareholders’ equity .....cccccceeceereeieiereceecececeennaces 522,550 616,298
Total liabilities and shareholders’ eqUIty ....cc.ccceereerieeneeeecrnenceneeeeecrnnnes $ 988,818 $ 1,139,309

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF EARNINGS
(dollars in thousands except per share amounts)

Second Quarter First Six M onths
2020 2019 2020 2019
(Unaudited) (Unaudited)
Revenues
Restaurant operations ..........c..cveuveeeeeveiinieeeeeineeees $ 78,764 $ 160,061 $ 192,908 $ 333,836
Insurance premiums and other ..............ccooooeeiienen. 14,605 7,417 24,279 14,624
Oil aNd QaS ...cvueeiieee e 2,151 - 13,525 -
M edia and licensing 982 865 1,490 1,742
96,502 168,343 232,202 350,202
Cost and expenses
Restaurant cost of sales ........cccoeevviiiiiiiiiiiiiieeen 50,759 131,750 140,675 284,199
Insurance losses and underwriting expenses .......... 11,264 5,498 17,576 11,158
Oil and gas production COStS ..........coecuuiieeiiieennnaennn. 1,323 - 4,399 -
M edia and licensSing COSES ........cccceuiieiiiiiiiiieiieeeies 437 641 943 1,589
Selling, general and administrative ...........c...cc......... 19,212 25,985 40,785 58,941
IMPAITMENTS ...t 7,819 438 18,119 2,338
Depreciation and amortization ........c...ccceeevivieeennnnns 6,947 5,206 17,009 10,677
INtErest EXPENSE ....cooniiiiiii e 3,635 5,153 7,909 10,220
101,396 174,671 247,415 379,122
Other income
Gain on debt extinguishment ..................coo. 1,367 - 5,713 -
INVEStMENT QAINS ...ccuviiiiiiiee e 1,509 - 1,509 -
Investment partnership gains (losses) .................... 59,248 34,198 (116,494) 68,352
62,124 34,198 (109,272) 68,352
Earnings (loss) before income taxes 57,230 27,870 (124,485) 39,432
Income tax expense (benefit) ......ccccoeeviiiiiiiieiinnnnes 14,764 5,896 (29,066) 7,640
Net earnings (10SS) .....vvvreieiiiiiiiiiieeeeeeeeeee e, $ 42,466 $ 21,974 $ (95.419) $ 31,792
Earnings per share
Net earnings (loss) per equivalent Class A share * ... $ 12151 $ 63.50 $ (275.04) $ 91.85

*Net earnings (loss) per equivalent Class B share outstanding are one-fifth of the equivalent Class A share or $24.30 and $(55.01) for the second
quarter and first six months of 2020, respectively, and $12.70 and $18.37 for the second quarter and first six months of 2019, respectively.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(dollars in thousands)

Second Quarter

First Six Months

2020

2019

2020 2019

(Unaudited)

(Unaudited)

Net earnings (I0SS) ...ovvuiiiiiiii s $ 42,466 $ 21,974 $ (95,419) $ 31,792
Other comprehensive income:

Foreign currency translation ..................cociient. 802 196 490 (108)
Other comprehensive income (loss), net ..................... 802 196 490 (108)
Total comprehensive income (I0SS)........ccccvvvvviiineinnn.n. $ 43,268 $ 22,170 $ (94,929) $ 31,684

See accompanying Notes to Consolidated Financial Statements.
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BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in thousands)

Operating activities
NEL EAININGS (I0SS) ... et ettt et e e e e e
Adjustments to reconcile net earnings (loss) to operating cash flows:
Depreciation and amOrtiZation ...........c..viieiiiiiieeiiii e
Provision for deferred INCOME tAXES ........oiiiiiiiiiiiiiiee et
Asset impairments and other NON-Cash EXPENSES ........iviieeeeeiiiiiiiiiiiir e e e
Gains 0N diSPOSAI OF ASSELS .......eeeieiieiieiiiie et a e
Gain on debt extingUISIMENT ........ooiiiiii e
INVESTMENT (QAINS) T0SSES . .eeeeiiiiie et
Investment partnership (GainNs) I0SSES ........ciiuuiiieiiiiiie ettt e e e
Distributions from investment partNerships ............ocueveeeiiiiiiie e
Changes in receivables and INVENTOTIES .........c.uuiiieiiiiiiie et
Changes iN OtNEI SSELS ....eiiuiiiiiee ittt e et e et e e eb e e e e s bbb e e e e e
Changes in accounts payable and acCrued EXPENSES ..........ciuieeaieiiiiiiiiiiiiieeiee e e e e e e e
Net cash provided by (used in) operating aCtiVities ...........cccccoviuiiieeiiiiiiie e
Investing activities
Capital EXPENAIIUIES ... ..eeiiee i et e et e e e e et e e e et e e e ettt eeessntaeeeeeasnaeeeeeaarnneeeeans
Proceeds from property and equipment diSPOSalS .............oviieeiiiiiiiiiiiiiiiiii e
Acquisition of business, net of cash aCUINEA ...........ocveveeiiiiiiie e
Distributions from investment partNerships ............ocuueeeeiiiiiieeniiii e
Purchases of limited Partner INTEIESES .........cooiiuriiiiiiiiiee e
PUrchases OF INVESIMENTS .......ooiiiiiiiiiiiie e
Redemptions of fixed MAtUrity SECUITLIES ..........cuveiieiiiiiiie e
Net cash used in INVESTING ACTIVITIES ........ciiiiiiieeiiiie e e e e e
Financing activities
Proceeds from revolving credit facility ............cooivvieiiiiii
Principal payments on 1ong-term debt ............ooiiiiiiiiiiii e
Principal payments on direct financing lease obligations .............cccooviiiiiiii s
Net cash used in fiNANCING ACHIVITIES ..........ueiiiiiiiiiie e
Effect of exchange rate changes 0N Cash .............cciiiiiiiiii e
Decrease in cash, cash equivalents and restricted Cash ..o,
Cash, cash equivalents and restricted cash at beginning of Year ............ccccooivieeiiiiiiiie e,
Cash, cash equivalents and restricted cash at end of second quarter ............cccccccovvvvveeiiiinneenn.

See accompanying Notes to Consolidated Financial Statements.

First Six Months
2020 2019
(Unaudited)
$ (95,419) $ 31,792
17,009 10,677
(25,062) (12,184)
18,607 3,442
(1,066) (663)
(5,713) -
(1,509) -
116,494 (68,352)
83,830 2,490
7,860 9,272
745 35
(17,091) 15,196
98,685 (8,295)
(10,040) (6,238)
1,824 390
(34,240) -
- 40,000
(62,730) (40,000)
(180,819) (56,321)
182,645 53,550
(103,360) (8,619)
440 -
(22,179) (1,100)
(2,417) (2,884)
(24,156) (3,984)
3) 3
(28,834) (20,895)
70,696 55,010
$ 41,862 $ 34,115




BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(Unaudited)
(dollars in thousands)
Accumulated
Common Additional Paid- Retained Other Comprehensive Treasury
Stock In Capital Earnings Income (Loss) Stock Total
Balance at December 31, 2019 .......cccccovvirvrvvrnnnnnn $ 1,138 % 381,788 $ 611,039 $ (2,810) $ (374,857) 616,298
Net earnings (I0SS) .......ccoveerrericiireiie e (137,885) (137,885)
Other comprehensive iNCOMe, Net ...........cccovvreenne (312) (312)
Adjustment to treasury stock for
holdings in investment partnerships .............c.cceevee. 1,089 1,089
Balance at March 31, 2020 ..........ccoceeiiieninnnienenine $ 1,138 3 381,788 $ 473,154 $ (3,122) $ (373,768) 479,190
NELBAIMINGS ...t 42,466 42,466
Other comprehensive income, net 802 802
Adjustment to treasury stock for
holdings in investment partnerships ...........ccccceevee. 92 92
Balance at June 30, 2020 ..........ccccoeerrvnnininneenns $ 1,138 $ 381,788 $ 515620 $ (2,320) $ (373,676) 522,550
Accumulated
Other
Common Additional Paid- Retained Comprehensive Income Treasury
Stock In Capital Earnings (Loss) Stock Total
Balance at December 31, 2018..........cccccovvvrvrvnnnnn. $ 1138 $ 381,904 $ 564,160 $ (2,516) $ (374,231) 570,455
NEt €AMINGS ..ot 9,818 9,818
Adoption of accounting standards ............c.coveeienne 1,499 1,499
Other comprehensive iNCOMe, Net ..........ccoeevverereenne (304) (304)
Adjustment to treasury stock for
holdings in investment partnerships .............ccccoee... (114) (114)
Balance at March 31, 2019 .........ccccoevvnvcieninneinen $ 1138 $ 381,904 $ 575477 $ (2,820) $ (374,345) 581,354
NEt €AMINGS ..o 21,974 21,974
Other comprehensive iNCOMe, Net ..........ccccoevvrrienne 196 196
Adjustment to treasury stock for
holdings in investment partnerships .............c.ccco..... (1,162) (1,162)
Balance at June 30, 2019 ........ccocovvvverrierrisnresrins $ 1,138 $ 381,904 $ 597451 $ (2,624) $  (375,507) 602,362

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020
(dollars in thousands, except share and per share data)

Note 1. Summary of Significant Accounting Policies

Description of Business

The accompanying unaudited consolidated financial statements of Biglari Holdings Inc. (“Biglari Holdings” or the “Company’)
have been prepared in accordance with accounting principles generally accepted in the United States of America (“GAAP”)
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 GAAP 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 year.
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 year ended December 31, 2019.

Biglari Holdings is a holding company owning subsidiaries engaged in a number of diverse business activities, including property
and casualty insurance, media and licensing, restaurants, and oil and gas. The Company’s largest operating subsidiaries are
involved in the franchising and operating of restaurants. Biglari Holdings is founded and led by Sardar Biglari, Chairman and Chief
Executive Officer of the Company. The Company’s long-term objective is to maximize per-share intrinsic value. All major
investment and capital allocation decisions are made for the Company and its subsidiaries by Mr. Biglari.

As of June 30, 2020, Mr. Biglari’s beneficial ownership was approximately 64.4% of the Company’s outstanding Class A common
stock and 55.4% of the Company’s outstanding Class B common stock.

The novel coronavirus (“COVID-19”) was declared a pandemic by the World Health Organization, which caused governments to
contain its spread, thereby significantly affecting our operating businesses beginning in March and has adversely affected nearly
all of our operations in the second quarter. The risks and uncertainties resulting from the pandemic may continue to affect our
future earnings, cash flows and financial condition.

Business Acquisition

On March 9, 2020, Biglari Holdings acquired the stock of Southern Pioneer Property & Casualty Insurance Company, and its
agency, Southern Pioneer Insurance Agency, Inc. (collectively “Southern Pioneer”). Southern Pioneer underwrites specialty
insurance products including garage liability insurance, commercial property coverage, as well as homeowners and dwelling fire
insurance coverages. The financial results for Southern Pioneer from the acquisition date to the end of the second quarter are
included in the Company’s consolidated financial statements. The acquisition date fair values of assets and liabilities of Southern
Pioneer are provisional and subject to revision as the related valuations are completed. Pro-forma financial information of Southern
Pioneer is not material.

On September 9, 2019, a wholly-owned subsidiary of the Company, Southern Oil Company, acquired the stock of Southern Qil of
Louisiana Inc. (collectively “Southern Oil”). Southern Oil primarily operates oil and natural gas properties offshore in the shallow
waters of the Gulf of Mexico. Pro-forma financial information of Southern QOil is not material.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries including Steak n
Shake Inc. (“Steak n Shake”), Western Sizzlin Corporation (“Western Sizzlin), Maxim Inc. (“Maxim”), Southern Oil, First Guard
Insurance Company (“First Guard”), and Southern Pioneer. Intercompany accounts and transactions have been eliminated in
consolidation.

Change in Presentation

Interest expense on finance leases and obligations has been combined with interest expense in the current period and has been
reclassified as a component of cost and expenses in the consolidated statement of earnings. Prior period balances have been
adjusted to conform to the change in presentation.



Note 2. New Accounting Standards

In June 2016, the Financial Accounting Standards Board issued Accounting Standards Update (“ASU”) 2016-13, Financial
Instruments—Credit Losses: Measurement of Credit Losses on Financial Instruments. ASU 2016-13 amends guidance on reporting
credit losses for assets held at amortized cost basis and available for sale debt securities. For available for sale debt securities,
credit losses should be measured in a manner similar to current GAAP; however, ASU 2016-13 requires that credit losses be
presented as an allowance rather than as a write-down. The amendments in this update are effective for financial statements issued
for fiscal years beginning after December 15, 2019. The Company adopted ASU 2016-13 effective January 1, 2020. The impact
of this standard is not material to the Company’s financial statements and related disclosures.

Note 3. Earnings Per Share

Earnings per share of common stock is based on the weighted average number of shares outstanding during the year. The shares
of Company stock attributable to our limited partner interest in The Lion Fund, L.P. and The Lion Fund II, L.P. (collectively, the
“investment partnerships””) — based on our proportional ownership during this period — are considered treasury stock on the
consolidated balance sheet and thereby deemed not to be included in the calculation of weighted average common shares
outstanding. However, these shares are legally outstanding.

The following table presents shares authorized, issued and outstanding on June 30, 2020 and December 31, 2019.

June 30, 2020 December 31, 2019
Class A Class B Class A Class B
Common stock authorized ...........ccooccvvveieee e 500,000 10,000,000 500,000 10,000,000
Common stock issued and outstanding ............ccccceveeniinnnen. 206,864 2,068,640 206,864 2,068,640

The Company has applied the “two-class method” of computing earnings per share as prescribed in ASC 260, “Earnings Per
Share.”

On an equivalent Class A common stock basis, there were 620,592 shares outstanding as of June 30, 2020 and December 31, 2019.
There are no dilutive securities outstanding.

For financial reporting purposes, the proportional ownership of the Company’s common stock owned by the investment
partnerships is excluded in the earnings per share calculation. After giving effect for the investment partnerships’ proportional
ownership of common stock, the equivalent Class A weighted average number of common shares during the second quarters of
2020 and 2019 were 349,478 and 346,034, respectively. The equivalent Class A weighted average number of common shares
during the first six months of 2020 and 2019 were 346,934 and 346,129, respectively.

Note 4. Investments

Available for sale investments were $80,322 and $40,393 as of June 30, 2020 and December 31, 2019, respectively. Investments
in equity securities and a related derivative position of $4,463 are also included in investments. The investments are recorded at
fair value. The fair value of investments acquired with Southern Pioneer was $36,876. The Company recorded $1,509 in
investment gains during the second quarter of 2020. The Company did not have investment gains/losses during the first quarter of
2020 and during the first six months of 2019. Interest and dividends earned on investments are reported as other income by our
insurance companies. We consider investment income as a component of our aggregate insurance operating results. However, we
consider investment gains and losses, whether realized or unrealized, as non-operating.

Note 5. Investment Partnerships

The Company reports on the limited partnership interests in investment partnerships under the equity method of accounting. We
record our proportional share of equity in the investment partnerships but exclude Company common stock held by said
partnerships. The Company’s pro-rata share of its common stock held by the investment partnerships is recorded as treasury stock
even though they are legally outstanding. The Company records gains/losses from investment partnerships (inclusive of the
investment partnerships’ unrealized gains and losses on their securities) in the consolidated statements of earnings based on our
carrying value of these partnerships. The fair value is calculated net of the general partner’s accrued incentive fees. Gains and
losses on Company common stock included in the earnings of these partnerships are eliminated because they are recorded as
treasury stock. Biglari Capital Corp. (“Biglari Capital™) is the general partner of the investment partnerships and is an entity solely
owned by Mr. Biglari.



Note 5. Investment Partnerships (continued)

The fair value and adjustment for Company common stock held by the investment partnerships to determine the carrying value of
our partnership interest is presented below.

Company Carrying
Fair Value Common Stock Value
Partnership interest at December 31, 2019 .........ccocvviiereerrenee e $ 666,123 $ 160,581 $ 505,542
Investment partnership gains (I0SSES) .......ccveiiiiiiiieiiieiee e (183,096) (66,602) (116,494)
Distributions (net of contributions) to investment partnerships ............... (21,100) (21,100)
Increase in proportionate share of Company stock held ................c.......... (1,181) 1,181
Partnership interest at June 30, 2020 .........cccoeeeerevieiiieeee e $ 461,927 $ 92,798 $ 369,129
Company Carrying
Fair Value Common Stock Value
Partnership interest at December 31, 2018 .........c.cccceveeiieeciieieeceee e $ 715,102 $ 157,622 $ 557,480
Investment partnership gains ..........cccceeevieieiiieeic e 54,374 (13,978) 68,352
Distributions (net of contributions) to investment partnerships ............... (2,490) (2,490)
Increase in proportionate share of Company stock held ...........c...cc..c.o... 1,276 (1,276)
Partnership interest at June 30, 2019 ........ccccooveeiiieiiieiie et $ 766,986 $ 144,920 $ 622,066
The carrying value of the investment partnerships net of deferred taxes is presented below.
June 30, December 31,
2020 2019
Carrying value of investment PartNerships .........cveeeiiiire e e $ 369,129 $ 505,542
Deferred tax liability related to investment partnerships ........coccvveiviiiie e (33,182) (56,518)
Carrying value of investment partnerships net of deferred taxes ..........ccocceeviieiiiiniic e, $ 335,947 $ 449,024

The Company’s proportionate share of Company stock held by investment partnerships at cost is $373,676 and $374,857 at June
30, 2020 and December 31, 2019, respectively, and is recorded as treasury stock.

The carrying value of the partnership interest approximates fair value adjusted by the value of held Company stock. Fair value is
according to our proportional ownership interest of the fair value of investments held by the investment partnerships. The fair value
measurement is classified as level 3 within the fair value hierarchy.

Gains/losses from investment partnerships recorded in the Company’s consolidated statements of earnings are presented below.

Second Quarter First Six Months
2020 2019 2020 2019
Gains (losses) on investment partnership .........ccccovovvereeerercrenennnn. $ 59248 % 34198 $ (116494 $ 68,352
Tax expense (Denefit) ......cccovvvvveiiiiii 13,883 7,944 (27,500) 15,861
Net earnings (I0SS) .......cevveveivieiieiiieeece e $ 45365 % 26254 3 (88,994) $ 52,491

On December 31 of each year, the general partner of the investment partnerships, Biglari Capital, will earn an incentive reallocation
fee for the Company’s investments equal to 25% of the net profits above an annual hurdle rate of 6% over the previous high-water
mark. Our policy is to accrue an estimated incentive fee throughout the year. The total incentive reallocation from Biglari Holdings
to Biglari Capital includes gains on the Company’s common stock. Gains and losses on the Company’s common stock and the
related incentive reallocations are eliminated in our financial statements. Our investments in these partnerships are committed on
a rolling 5-year basis.

There were no incentive reallocations from Biglari Holdings to Biglari Capital during the first six months of 2020 and 2019.



Note 5. Investment Partnerships (continued)
Summarized financial information for The Lion Fund, L.P. and The Lion Fund II, L.P. is presented below.

Equity in Investment Partnerships

Lion Fund Lion Fund Il
Total assets as 0f JUNE 30, 2020 ......cocvviiriiiiieeiree ittt ere ettt e e bae e st e e s e s ebeeaeraeesaeas $ 82,884 $ 464,710
Total liabilities as 0f JUNE 30, 2020 ........ocoveviiiiieiiie et e e e et ee e s e e s e eaee s e s et eeesseraeeee e $ 391 $ 26,343
Revenue for the first Six months of 2020 ..........cocviiiiiiiiien e $ (34,461) $ (172,022)
Earnings for the first Six months 0f 2020 ..........ccccoiiiiiiiiii e $ (34,495) $ (173,174)
Biglari Holdings’ ownership interest as of June 30, 2020 .........cccccevvueeniiinniennieenieenieeneeen 66.1% 92.9%
Total assets as 0f DECEMBDEr 31, 2019 ....uuuueieeiei et e e e e e e e $ 117,135 $ 758,663
Total liabilities as 0f DeCEMDEr 31, 2019 ....uuiieeiiiiiiie e e $ 158 $ 114,639
Revenue for the first SiXxMonths 0f 2019 .......oooiiiiiiiiiieeeeeeeeeeee e $ 121 $ 62,499
Earnings for the first six months of 2019 .........c.ccciiiiiiieiiccecee e $ 88 $ 58,068
Biglari Holdings’ ownership interest as of June 30, 2019 .........cccciiiiiiieieeeeieeeee e 66.1% 93.4%

Revenue in the above summarized financial information of the investment partnerships includes investment income and unrealized
gains and losses on investments.

Note 6. Property and Equipment

Property and equipment is composed of the following.

June 30, December 31,
2020 2019

I o o SR UUPURRRP $ 147,186 $ 150,147
Buildings 139,046 144,243
Land and leasehold imPrOVEMENTS .......c.viiiiiiie ittt e st sbe e e sin e s s beeeenee 144,267 157,141
[=To 0] 1o 441 o | PSRRI 193,468 196,264
(O 11 (g To o i o T o] o 1< g £ =1 PRSP PRR 78,586 77,475
CONSTIUCLION TN PIOGIESS ...eiiitiieitiie ettt e ettt e ettt e e st et e e e bt e e s bbee e ahbe e e s beeeeasbe e e aabeeeeanbeeeabeeeeanbeeesanbeeannneas 2,730 3,789
705,283 729,059
Less accumulated depreciation and amortiZation ............c.cooververiieiiiiee e (376,525) (378,432)
Property and eqUIPMENT, NEL ..o ittt ettt e et e e et e e saeeesae e beeameeesaeeenee $ 328,758 $ 350,627

Depletion expense related to oil and gas properties was $6,578 during the first six months of 2020 and is included in depreciation
and amortization within the consolidated statement of earnings.

The COVID-19 pandemic had an adverse effect on our restaurant operations, thereby resulting in the evaluation of company-
operated restaurants for recoverability. Consequently, the Company recorded impairment charges of $14,419 for the first six
months of 2020 mainly because of the decision to permanently close some Steak n Shake restaurants as well as to close the dining
rooms of all company-operated restaurants. The Company recorded an impairment to long-lived assets of $2,338 in the first six
months of 2019 primarily related to Steak n Shake closed stores. The fair value of the long-lived assets was determined based on
Level 3 inputs using a discounted cash flow model. Moreover, we also applied a market analysis for certain properties.

The COVID-19 pandemic has caused oil demand to significantly decrease, creating oversupplied markets, and resulting in lower
commodity prices and margins. The Company evaluated the potential impact on its oil and gas properties, but concluded they were
not impaired during the first six months of 2020. However, protracted low commodity prices may require impairments in future
periods.

The duration and extent of the COVID-19 pandemic cannot be reasonably estimated at this time. The risks and uncertainties
resulting from the pandemic may lead to future impairment of long-lived assets including right-of-use assets. In addition,
significant estimates and assumptions used in the evaluation of long-lived assets for impairment may be subject to significant
adjustments in future periods.



Note 7. Goodwill and Other Intangible Assets

Goodwill

Goodwill consists of the excess of the purchase price over the fair value of the net assets acquired in connection with business
acquisitions. The Company purchased Southern Pioneer on March 9, 2020. The preliminary purchase price allocation reflects
goodwill of $11,865.

A reconciliation of the change in the carrying value of goodwill is as follows.

June 30,
2020
Balance at DegiNNiNg OF YA .......oiiiiiiiiie ittt e ettt e e s b e e e e s s tb e e e e s bbe e e e e aabeeeeesssbeeeeansbbeeeeabeeeeenanraeaens $ 40,040
[T oo o VA1 LI o] g T Tot (01171 4 To] o EU O ST POPP P PPPPPN 11,865
Change in foreign exchange rates during the first Six months 0f 2020 ...........cocoiiiiiiiiiiiii e 1
S 1 (ol V=T g To o) o 1< o (oo HUU ST OURTSRPRIN $ 51,906

We evaluate goodwill and any indefinite-lived intangible assets for impairment annually, or more frequently if circumstances
indicate impairment may have occurred. Goodwill impairment occurs when the estimated fair value of goodwill is less than its
carrying value. 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 impairment charges for goodwill
were recorded in the first six months of 2020 or 2019.

In response to the adverse effects of the COVID-19 pandemic, we considered whether goodwill needed to be evaluated for
impairment as of June 30, 2020, specifically related to goodwill for certain restaurant reporting units. Making estimates of the fair
value of reporting units at this time are significantly affected by assumptions on the severity, duration and long-term effects of the
pandemic on the reporting unit’s operations. We considered the available facts and made qualitative assessments and judgments
for what we believed represent reasonably possible outcomes. Although the fair values of certain of these reporting units declined
since the time that the most recent annual impairment tests were conducted, we concluded it is more likely than not that goodwill
was not impaired as of June 30, 2020. However, COVID-19 pandemic events will continue to evolve and the negative effects on
our operations could prove to be worse than we currently estimate. The pandemic could have a negative impact on Western
Sizzlin’s operations, which may require the Company to record goodwill impairment charges in future periods.

Other Intangible Assets
Other intangible assets are composed of the following.

June 30, 2020 December 31, 2019
Gross Gross

carrying Accumulated carrying Accumulated

amount amortization Total amount amortization Total
Franchise agreement ..........ccccccvvviiiiiieiininnn. $ 5,310 $ (5,310) $ - $ 5,310 $ (5,178) $ 132
OLNET oo 810 (801) 9 810 (792) 18
B I ] =1 Y 6,120 (6,111) 9 6,120 (5,970) 150
Intangible assets with indefinite lives:
Trade NAMES ....coveeieeieiiieeieeee e, 15,876 - 15,876 15,876 - 15,876
Other assets with indefinite lives ................ 7,516 - 7,516 11,323 - 11,323
Total intangible assets .......cccccceevviiiivienenenn. $ 29,512 $ (6,111) $23,401 $ 33,319 $ (5970) $27,349

Intangible assets with indefinite lives consist of trade names, franchise rights as well as lease rights. During the first six months
of 2020, the Company recorded impairment charges of $3,700 on lease rights related to our international restaurant operations
because of the adverse effects of the COVID-19 pandemic. The impairment and fair value were determined using Level 3 inputs
and available market data. Amortization expense for the first six months of 2020 and 2019 was $141 and $274, respectively. The
Company’s intangible assets with definite lives will fully amortize in 2020.



Note 8. Restaurant Operations Revenues

Restaurant operations revenues were as follows.

Second Quarter First Six M onths
2020 2019 2020 2019
NEL SAIES ... $ 69,487 $ 152,062 $ 174,215 $ 317,693
Franchise royalties and fees .........ccocoeeviiiririieeniiee e 4,072 6,725 9,283 13,379
Franchise partner fees .........ccce i 4,537 421 7,881 679
(0] 1 1= S PO TUTRPTRPRRPPR 668 853 1,529 2,085

$ 78,764 $ 160,061 $ 192908 $ 333,836

Net sales

Net sales are composed of retail sales of food through company-operated stores. Company-operated store revenues are recognized,
net of discounts and sales taxes, when our obligation to perform is satisfied at the point of sale. Sales taxes related to these sales
are collected from customers and remitted to the appropriate taxing authority and are not reflected in the Company’s consolidated
statements of earnings as revenue.

Franchise royalties and fees

Franchise royalties and fees are composed of royalties and fees from Steak n Shake and Western Sizzlin franchisees. Royalties are
based upon a percentage of sales of the franchise restaurant and are recognized as earned. Franchise royalties are billed on a
monthly basis. Initial franchise fees when a new restaurant opens or at the start of a new franchise term are recorded as deferred
revenue when received and recognized as revenue over the term of the franchise agreement. Our advertising arrangements with
franchisees are reported in franchise royalties and fees.

Franchise partner fees

Steak n Shake is in the process of transitioning company-operated restaurants to franchise partners. The franchise agreement
stipulates that the franchisee make an upfront investment totaling ten thousand dollars. Potential franchise partners are screened
based on entrepreneurial attitude and ability, but they become franchise partners based on achievement. Each must meet the gold
standard in service. Franchise partners are required to be hands-on operators. We limit a franchisee to a single location. As the
franchisor Steak n Shake assesses a fee of up to 15% of sales as well as 50% of profits.

Gift card revenue

Restaurant operations sells gift cards to customers which can be redeemed for retail food sales within our stores. Gift cards are
recorded as deferred revenue when issued and are subsequently recorded as net sales upon redemption. Restaurant operations
estimates breakage related to gift cards when the likelihood of redemption is remote. This estimate utilizes historical trends based
on the vintage of the gift card. Breakage on gift cards is recorded as other revenue in proportion to the rate of gift card redemptions

by vintage.

Note 9. Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses include the following.

June 30, December 31,
2020 2019
ACCOUNES PAYADIE ....vovreieei ettt ettt st $ 30,028 3 32,626
GITE CArd THADIIILY o.vvveeecee bbb 16,783 20,745
Salaries, Wages, AN0 VACALION ..........ceiuiirieieiiiiieieeeee ettt bbb bbb 6,715 10,667
LI Y G 01z o] LSRR 21,882 29,275
TSI LT Lot oL U 33,149 11,070
(1= (= =10 I =AY/=] 1 11,896 10,454
(111 TSSOSO 9,007 6,242
Accounts payable and aCCIUEH BXPENSES .......cueeerieeirieiieirieiereste et ses et se et sessesesessesesesssseneneas $ 129460 _$ 121,079
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Note 10. Notes Payable and Other Borrowings

Notes payable and other borrowings include the following.

June 30, December 31,
Current portion of notes payable and other borrowings 2020 2019
NOLES PAYADIE ...ttt ettt ettt et ettt e reere e, $ 153,606 $ 2,200
Unamortized original issue discount and debt iSSUANCE COSES .......vvveivriiiieeniiiieiiie s vee e (746) (982)
WESLEIN SIZZIIN TEVOIVET ...ttt e e e e e e e e reaeeeeane 440 -
FINANCE ODIGALIONS .....eoiiiiieiei e 5,168 4,252
FINANCE 18aSE IADIIITIES. ........ooiiiiiii i e e e e e e e e e e s e e e aeaeaens 1,615 1,633
Total current portion of notes payable and other DOrTOWINGS ........ccevveiiiiiiieiiiiiee e $ 160,083  $ 7,103
Long-term notes payable and other borrowings
NOLES PAYADIE ......c.eevieeeiee ettt ettt ettt ettt ettt eaeene e, $ - $ 179,298
Unamortized original issue discount and debt iSSUBNCE COSES .......vvvervriiiieeniiieiiiesiiee e - (252)
FINANCE OBIGALIONS ... iieiiiiie e e e e e e e e e et nnnaes 71,074 74,497
FINANCE 18ASES IADIIILIES ......evviiieiiieie e e e et e e e et e e e e e aaaaaas 6,853 9,639
Total long-term notes payable and other BOrroWINgS ...........cooveiiiiiiiiii $ 77927  $ 263,182

Steak n Shake Credit Facility

On March 19, 2014, Steak n Shake and its subsidiaries entered into a credit agreement which provided for a senior secured term
loan facility in an aggregate principal amount of $220,000. The term loan is scheduled to mature on March 19, 2021. As of June
30, 2020, $153,606 was outstanding. The Company is evaluating refinancing options. Alternative financing may not be available
on terms commensurate with its current financing arrangement. In addition, the duration of the pandemic could have a material
adverse effect on financing options or Steak n Shake’s ability to comply with the terms of its credit agreement. Biglari Holdings
is not a guarantor under the credit facility.

The term loan amortizes in equal quarterly installments at an annual rate of 1.0% of the original principal amount of the term loan,
subject to mandatory prepayments from excess cash flow, asset sales and other events described in the credit agreement. The
balance will be due at maturity.

Interest on the term loan is based on a Eurodollar rate plus an applicable margin of 3.75% or on the prime rate plus an applicable
margin of 2.75%. The interest rate on the term loan was 4.75% as of June 30, 2020.

The credit agreement includes customary affirmative and negative covenants and events of default. Steak n Shake’s credit facility
contains restrictions on its ability to pay dividends to Biglari Holdings.

The term loan is secured by first priority security interests in substantially all the assets of Steak n Shake. Disruptions in debt
capital markets that restrict access to funding when needed could adversely affect the results of operations, liquidity and capital
resources of Steak n Shake.

The fair value of long-term debt, excluding capitalized lease obligations, was approximately $80,000 at June 30, 2020. The fair
value of our debt was estimated based on quoted market prices. The fair value was determined to be a Level 3 fair value
measurement.

The Company retired $26,792 of debt during the first six months of 2020.

Interest expense is summarized as follows.

Second Quarter First Six Months
2020 2019 2020 2019
INEErEST EXPENSE ...ooiiiiiiiieeiieiiee et eee et ee et e etee e seeeesaee e seeeeaeaeeas $ 2,349 $ 3,150 $ 4,823 $ 6,208
Interest on finance leases and obligations ..............ccccccveveeeeee. 1,286 2,003 3,086 4,012

$ 3635 $ 5,153 $ 7909 % 10,220

Western Sizzlin Revolver
Western Sizzlin had $440 and $0 of debt outstanding under its revolver as of June 30, 2020 and December 31, 2019, respectively.
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Note 11. Leased Assets and Lease Commitments

A significant portion of our operating and finance lease portfolio includes restaurant locations. The Company’s operating leases
with a term of 12 months or greater were recognized as operating right-of-use assets and liabilities and recorded as operating lease
assets and operating lease liabilities. Historical capital leases and certain historical build-to-suit leases were reclassified from
obligations under leases to finance lease assets and liabilities. Finance lease assets are recorded in property and equipment and
finance lease liabilities are recorded in notes payable and other borrowings. Historical sale-and-leaseback transactions in which
the Company is deemed to have a continued interest in the leased asset are recorded as property and equipment and as finance
obligations. Finance obligations are recorded in notes payable and other borrowings.

Operating lease expense and finance lease depreciation expense are recognized on a straight-line basis over the lease term.

During the quarter, the Company negotiated lease concessions on certain lease arrangements related to the COVID-19 pandemic
and has accounted for these under the ASC 842 COVID-19 Election.

Total lease cost consists of the following.

Second Quarter First Six M onths
2020 2019 2020 2019
Finance lease costs:
Amortization of right-of-use assets ...........ccccceevveeiiieviec i, $ 329 % 487 $ 808 % 979
Interest on lease liabilities ..........cccceeeiviiiiiii e, 78 215 256 422
Operating 1ease COSES  ....uuiiiiiiiiiie it 2,489 4,003 6,225 7,860
TOtal 188SE COSES ..uviiviieiiiecii ettt $ 2896 $ 4,705 $ 7289 $ 9,261

*Includes short-term leases, variable lease costs and sublease income, which are immaterial.

Supplemental cash flow information related to leases is as follows.
First Six Months

2020 2019

Cash paid for amounts included in the measurement of lease liabilities:

Financing cash flows from finance 1€ases ............ccccocviiiiiiiiii i $ 733 $ 797
Operating cash flows from finanCe 18aSES ............cceevviieiiiieiiiie et $ 320 $ 422
Operating cash flows from operating leases $ 6,863 $ 8,375

Right-of-use assets obtained in exchange for lease obligations:

Finance lease liabilities ........ $ - $ 1,097
Operating lease liabilities $ 73 $ 8,919

Supplemental balance sheet information related to leases is as follows.

June 30, December 31,
2020 2019

Finance leases:

Property and eqUIPIMENT, NEL ........coiiiiiiiiieiee ettt ee b stee s e e $ 6,779 $ 10,783
Current portion of notes payable and other borrowings ...........ccccceeiiiiiiee e $ 1,615 $ 1,633
Long-term notes payable and other bOrroOWINGS ........ccoviviiiiiiiiiiiiiiieee e 6,853 9,639

Total fiNANCe 18aSE ADIITIES .......ceuniiie e e ea e raa e $ 8,468 $ 11,272

Weighted-average lease terms and discount rates are as follows.
June 30,
2020

Weighted-average remaining lease terms:

FINMANCE TEASES ... . ittt ettt et h e h e et e ot e e e h b £ e b et e b et ekt e et e e eh bt e e hb e e et eeenbeeenbeeenbeenineenbnean 6.1 years
(O oLl =11 o 1= TS = TR TS 5.9 years

Weighted-average discount rates:
Finance leases ................ 7.1%
Operating leases 6.9%




Note 11. Leased Assets and Lease Commitments (continued)

Maturities of lease liabilities as of June 30, 2020 are as follows.

Operating Finance

Year Leases Leases
2020 ...t e e e e e —e e te e e teeateeabeeabee e teeabeeabeeabeeabeeabeeetbeeabeeabeeabeeareeabeeaareean $ 8357 % 1,086
202 et e e beeebeeebeeateeebeeateeatesabeeabeeabeeabesabeeabeeateeabeeareeabeeaareean 14,607 2,135
2022 et — e —— e —e e ——eea bt e e bt oL e e e te e e tee e bt e eR bt e arbeeanbeeaabeeaateeareeanbeennrae s 12,501 1,614
20023 et e et —— e —— e et e e e tee e —eea—eeabeeateeateeabeeabeeabeeabeeatbeeabeeabeeareeareeabeeaareean 10,698 1,410
2024 ...ttt e eeeteeee—eee—eeeteeateeabeeateeabeeabeeabeeabeeabeeabeeareeabeeaareean 8,638 1,374
YN 1 =] 20 PSP SRPR 16,727 2,756
TOtal [8ASE PAYIMENTS ..oeiiiiiee e ittt e et e e et e et e e st e e e et e e e e satbe e e s steeeesnsbeeesntaeeeanteeeeannneeesnnnes 71,528 10,375
(ISR [0 (1] AU 12,985 1,907
TOtAl 18ASE HADIIITIES. ...ttt e e e e e s e e e e eereeeeeeeeeas $ 58,543 $ 8,468

Note 12. Accumulated Other Comprehensive Income

During the second quarter of 2020 and 2019, accumulated other comprehensive losses decreased by $802 and $196, respectively,
due to changes in foreign currency translation adjustments. During the first six months of 2020 accumulated other comprehensive
losses decreased by $490 and increased by $108 during the first six months of 2019. As of June 30, 2020 and 2019, the balances
in accumulated other comprehensive loss were $2,320 and $2,624, respectively. There were no reclassifications from accumulated
other comprehensive income to earnings during the first six months of 2020 and 2019.

Note 13. Income Taxes

In determining the quarterly provision for income taxes, the Company used a discrete effective tax rate method based on statutory
tax rates for the first six months of 2020 and 2019. Our periodic effective income tax rate is affected by the relative mix of pre-tax
earnings or losses and underlying income tax rates applicable to the various taxing jurisdictions.

Income tax expense for the second quarter of 2020 was $14,764 compared to $5,896 for the second quarter of 2019. Income tax
benefit for the first six months of 2020 was $29,066 compared to an income tax expense of $7,640 for the first six months of 2019.
The variance in income taxes between 2020 and 2019 is attributable to taxes on income generated by the investment partnerships.
Investment partnership pretax losses were $116,494 during the first six months of 2020, compared to pretax gains of $68,352
during the first six months of 2019.

As of June 30, 2020 and December 31, 2019, we had $348 of unrecognized tax benefits, which are included in other liabilities in
the consolidated balance sheets.

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 flow.

On January 29, 2018, a shareholder of the Company filed a purported class action complaint against the Company and the members
of our Board of Directors in the Superior Court of Hamilton County, Indiana. The shareholder generally alleges claims of breach
of fiduciary duty by the members of our Board of Directors and unjust enrichment to Mr. Biglari as a result of the dual class
structure.

On March 26, 2018, a shareholder of the Company filed a purported class action complaint against the Company and the members
of our Board of Directors in the Superior Court of Hamilton County, Indiana. This shareholder generally alleges claims of breach
of fiduciary duty by the members of our Board of Directors. This shareholder sought to enjoin the shareholder vote on April 26,
2018 to approve the dual class structure. On April 16, 2018, the shareholder withdrew the motion to enjoin the shareholder vote
on April 26, 2018.
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Note 14. Commitments and Contingencies (continued)

On May 17, 2018, the shareholders who filed the January 29, 2018 complaint and the March 26, 2018 complaint filed a new,
consolidated complaint against the Company and the members of our Board of Directors in the Superior Court of Hamilton County,
Indiana. The shareholders generally allege claims of breach of fiduciary duty by the members of our Board of Directors and unjust
enrichment to Mr. Biglari arising out of the dual class structure, including the ability to vote the Company’s shares that are
eliminated for financial reporting purposes. The shareholders seek, for themselves and on behalf of all other shareholders as a
class, a declaration that the defendants breached their duty to the shareholders and the class, and to recover unspecified damages,
pre-judgment and post-judgment interest, and an award of their attorneys’ fees and other costs.

On December 14, 2018, the judge of the Superior Court of Hamilton County, Indiana issued an order granting the Company’s
motion to dismiss the shareholders’ lawsuits. On January 11, 2019, the shareholders filed an appeal of the judge’s order dismissing
the lawsuits. On December 4, 2019, the Indiana Court of Appeals issued a unanimous decision affirming the trial court’s decision
to dismiss the shareholder litigation. On January 20, 2020, the shareholders filed a petition to transfer with the Indiana Supreme
Court seeking review of the decision of the Court of Appeals. The Company opposed the petition. On April 7, 2020, the Indiana
Supreme Court denied the petition to transfer. All of the cases referenced above are completed and each case was concluded in
the Company’s favor.

Note 15. Fair Value of Financial Assets

The fair values of substantially all of our financial instruments were measured using market or income approaches. Considerable
judgment may be required in interpreting market data used to develop the estimates of fair value. Accordingly, the fair values
presented are not necessarily indicative of the amounts that could be realized in an actual current market exchange. The use of
alternative market assumptions and/or estimation methodologies may have a material effect on the estimated fair value.

The hierarchy for measuring fair value consists of Levels 1 through 3, which are described below.

e Level 1 — Inputs represent unadjusted quoted prices for identical assets or liabilities exchanged in active markets.

e Level 2 — Inputs include directly or indirectly observable inputs (other than Level 1 inputs) such as quoted prices for
similar assets or liabilities exchanged in active or inactive markets; quoted prices for identical assets or liabilities
exchanged in inactive markets; other inputs that may be considered in fair value determinations of the assets or liabilities,
such as interest rates and yield curves, volatilities, prepayment speeds, loss severities, credit risks and default rates; and
inputs that are derived principally from or corroborated by observable market data by correlation or other means. Pricing
evaluations generally reflect discounted expected future cash flows, which incorporate yield curves for instruments with
similar characteristics, such as credit ratings, estimated durations and yields for other instruments of the issuer or entities
in the same industry sector.

e Level 3 — Inputs include unobservable inputs used in the measurement of assets and liabilities. Management is required
to use its own assumptions regarding unobservable inputs because there is little, if any, market activity in the assets or
liabilities and we may be unable to corroborate the related observable inputs. Unobservable inputs require management
to make certain projections and assumptions about the information that would be used by market participants in pricing
assets or liabilities.

The following methods and assumptions were used to determine the fair value of each class of the following assets recorded at fair
value in the consolidated balance sheets:

Cash equivalents: Cash equivalents primarily consist of money market funds which are classified within Level 1 of the fair value
hierarchy.

Equity securities: The Company’s investments in equity securities are classified within Levels 1 and 2 of the fair value hierarchy.

Bonds: The Company’s investments in bonds are classified within Levels | and 2 of the fair value hierarchy.

Non-qualified deferred compensation plan investments: The assets of the non-qualified plan are set up in a rabbi trust. They
represent mutual funds and publicly traded securities, each of which are classified within Level 1 of the fair value hierarchy.

Derivative instruments: Options related to equity securities are marked to market each reporting period and are classified within
Level 2 of the fair value hierarchy depending on the instrument.
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Note 15. Fair Value of Financial Assets (continued)

As of June 30, 2020 and December 31, 2019, the fair values of financial assets were as follows.

June 30, 2020 December 31, 2019
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Assets
Cash equivalents .............c......... $ 18632 $ - $ - $ 18,632 $43,095 $ - $ - $ 43,095
Equity securities ............ccceeennee 6,178 5,800 - 11,978 25 6,397 - 6,422
Bonds 51,692 2,500 - 54,192 38,911 - - 38,911
Options on equity securities .... - 2,763 - 2,763 - 2,166 - 2,166
Non-qualified deferred

compensation plan

investments ...........ccccvveeeeennn, 1,257 - - 1,257 2,175 - - 2,175
Total assets at fair value ........... $ 77,759 $11,063 $ - $ 88822 $84206 $ 8563 $ - $ 92,769

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

Services Agreement

During 2017, the Company entered into a services agreement with Biglari Enterprises LLC and Biglari Capital Corp. (collectively,
the “Biglari Entities””) under which the Biglari Entities provide services to the Company. The services agreement has a five-year
term, effective on October 1, 2017. The fixed fee of $700 per month can be adjusted annually. The monthly fee will remain at $700
during 2020. The Company paid Biglari Enterprises $4,200 in service fees during the first six months of 2020 and 2019. The
services agreement does not alter the hurdle rate connected with the incentive reallocation paid to Biglari Capital Corp. The Biglari
Entities are owned by Mr. Biglari.

Incentive Agreement Amendment

The Incentive Agreement was amended on March 26, 2019 to remove the annual limitation on Mr. Biglari’s incentive
compensation, as well as the requirement of Mr. Biglari to use 30% of his incentive payments to purchase shares of the Company.
In connection with the amendment, the change of control and severance provisions contained in the Incentive Agreement were
eliminated and the License Agreement was terminated. The amendment became effective in 2019.

Note 17. Business Segment Reporting

Our reportable business segments are organized in a manner that reflects how management views those business activities. Our
restaurant operations include Steak n Shake and Western Sizzlin. Our insurance operations include First Guard and Southern
Pioneer. The Company also reports segment information for Maxim and Southern Qil. Other business activities not specifically
identified with reportable business segments are presented in corporate. We report our earnings from investment partnerships
separate from our corporate expenses. We assess and measure segment operating results based on segment earnings as disclosed
below. Segment earnings from operations are neither necessarily indicative of cash available to fund cash requirements, nor
synonymous with cash flow from operations. The tabular information that follows shows data of our reportable segments reconciled
to amounts reflected in the consolidated financial statements.
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Note 17. Business Segment Reporting (continued)

A disaggregation of our consolidated data for the second quarters and first six months of 2020 and 2019 is presented in the tables
which follow.

Revenue
Second Quarter First Six Months
2020 2019 2020 2019
Operating Businesses:
Restaurant Operations:
Steak N ShaKEe ......ovviiec i $ 78,211 $ 156,006 $ 189,324 $ 326,117
VY (e S A ST 474 1o N 553 4,055 3,584 7,719
Total Restaurant OPerations .........ccccocuveeiiieieniiee e 78,764 160,061 192,908 333,836
Insurance Operations:

[ 15 ST = o R 7,412 7,417 15,296 14,624
SOULNEIN PIONEET ...t 7,193 - 8,983 -
Total Insurance OPErations ........c.ceeeeeviiurieeeesssieeeeeeseserneeaeseneneees 14,605 7,417 24,279 14,624

SOULNEIN Ol o 2,151 - 13,525 -
1Y/ 1= 11 USSR 982 865 1,490 1,742

$ 96,502 $ 168,343 $ 232202 $ 350,202

Earnings (Losses) Before Income Taxes

Second Quarter First Six M onths
2020 2019 2020 2019
Operating Businesses:
Restaurant Operations:
Steak N ShaKe ....oo.viiiiiieie s $ (1,075) $ (3,057) $ (12,012) $ (21,915)
WESTEIN SIZZIIN oo (578) 506 (541) 889
Total Restaurant OPerations ..........cccovuiieeriiiieeiiie e (1,653) (2,551) (12,553) (21,026)
Insurance Operations:

First Guard........c.cc...... 2,600 1,850 5,041 3,394
Southern Pioneer 468 - 940 -
Total Insurance Operations 3,068 1,850 5,981 3,394
SOULhErN Ol ... (1,707) - 763 -
IMTAXIIM L.ttt ettt e e e nneas 487 176 455 64
Total Operating BUSINESSES .......uuviiiiieeeeiiiiiiiieiieee e e e e s snieeeeeeeee e e 195 (525) (5,354) (17,568)

Corporate and Investments:
[Ofe] ¢ o To] -1 - PO RTTPPRR (2,740) (2,653) (5,036) (5,144)
INVESEMENT QAINS ..vvieiiiiiiie ittt aee e e 1,509 - 1,509 -
Investment partnership gains (I0SSES) ......ccvvveviiiveeiiiiieeeiiiiieeaninns 59,248 34,198 (116,494) 68,352
Total Corporate and INVESTMENTS .......c.ceeeviiieeeiiiiiiie e 58,017 31,545 (120,021) 63,208

Interest expense and debt exinguishment gains not allocated
TO SEOMENTS ..ottt (982) (3,150) 890 (6,208)
$ 57230 $ 27,870 $ (124,485) $ 39,432
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
(dollars in thousands except per share data)
Overview

Biglari Holdings is a holding company owning subsidiaries engaged in a number of diverse business activities, including property
and casualty insurance, media and licensing, restaurants, and oil and gas. The Company’s largest operating subsidiaries are
involved in the franchising and operating of restaurants. Biglari Holdings is founded and led by Sardar Biglari, Chairman and Chief
Executive Officer of the Company. The Company’s long-term objective is to maximize per-share intrinsic value. All major
investment and capital allocation decisions are made for the Company and its subsidiaries by Mr. Biglari.

As of June 30, 2020, Mr. Biglari’s beneficial ownership was approximately 64.4% of the Company’s outstanding Class A common
stock and 55.4% of the Company’s outstanding Class B common stock.

On March 9, 2020, Biglari Holdings acquired the stock of Southern Pioneer Property & Casualty Insurance Company and its
agency, Southern Pioneer Insurance Agency, Inc. (collectively “Southern Pioneer”). The financial results for Southern Pioneer
from the acquisition date to the end of the second quarter are included in the Company’s consolidated financial statements.

On September 9, 2019, a wholly-owned subsidiary of the Company, Southern Oil Company, acquired the stock of Southern Oil of
Louisiana Inc. (collectively “Southern Oil”). Southern Oil primarily operates oil and natural gas properties offshore in the shallow
waters of the Gulf of Mexico.

Net earnings (loss) attributable to Biglari Holdings shareholders are disaggregated in the table that follows. Amounts are recorded
after deducting income taxes.

Second Quarter First Six Months
2020 2019 2020 2019

Operating businesses:

RESTAUIANT ...t $ (2,527) % (1,424) $  (10,469) $  (14,767)

INSUFANCE «.ovnieei e e e e e e e e e 2,299 1,459 4,615 2,675

(O ]11F: 1o o [ = PP SSSSPUPPPPRPRTIN (1,312) - 889 -

Media and liCeNSING .......ccocviiiiiiiiiiiiee e 376 132 351 48
Total operating BUSINESSES .......ccoiruirriiiiiiiiiieiiiiee e (1,164) 167 (4,614) (12,044)
COFPOFALE ...ttt e e e ettt e e e e e e e e et eeaeaeeas (2,191) (2,085) (3,681) (3,999)
INVESTMENT GAINS ...ieeeieeiieeciii e e e 1,192 - 1,192 -
Investment partnership gains (I0SSES) ........covvvvvvvvviviiiiiiiiiiieeeeeenn, 45,365 26,254 (88,994) 52,491
Interest expense on notes payable and debt extinguishment .......... (736) (2,362) 678 (4,656)

$ 42,466 $ 21,974 $  (95,419) $ 31,792

Restaurant businesses include Steak n Shake Inc. (“Steak n Shake”) and Western Sizzlin Corporation (“Western Sizzlin). Steak
n Shake and Western Sizzlin are engaged in the ownership, operation, and franchising of restaurants.

Insurance businesses are composed of First Guard Insurance Company (“First Guard”) and Southern Pioneer. First Guard is a
direct underwriter of commercial trucking insurance, selling physical damage and nontrucking liability insurance to truckers.
Southern Pioneer underwrites specialty insurance products including garage liability insurance, commercial property coverage for
auto dealers as well as homeowners, dwelling fire insurance and credit-related insurance coverages.

Media and licensing business is composed of Maxim Inc. (“Maxim”).

Oil and gas business is composed of Southern Oil. Southern Oil primarily operates oil and natural gas properties offshore in the
shallow waters of the Gulf of Mexico.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)
Restaurants

Steak n Shake and Western Sizzlin comprise 585 company-operated and franchise restaurants as of June 30, 2020.

Steak n Shake Western Sizzlin
Company-  Franchise Tradltlo_nal Company- Franchise Total
operated Partner Franchise operated

Total stores as of December 31, 2019 .............. 368 29 213 4 48 662
Corporate stores transitioned ...............cccceeee... (23) 22 1 - - -
Net restaurants opened (closed) .......cccccceevuneneee (56) - (13) - (8) (77)
Total stores as of June 30, 2020 ............cccuvvnees 289 51 201 4 40 585
Total stores as of December 31, 2018 .............. 411 2 213 4 55 685
Corporate stores transitioned ............... (6) 6 - - - -
Net restaurants opened (closed) (106) - - - 3) (109)
Total stores as of June 30, 2019 .........ccevvveeeee 299 8 213 4 52 576

Most of our restaurant dining rooms were closed by March 17, 2020 with the remainder closing before the end of the first quarter
because of the COVID-19 pandemic. In addition, as of June 30, 2020, 59 of the 289 company-operated Steak n Shake stores were
temporarily closed. As of June 30, 2019, 103 of the 299 company-operated Steak n Shake stores were temporarily closed.

Earnings of our restaurant operations are summarized below.

Second Quarter First Six Months
2020 2019 2020 2019
Revenue
NEt SAIES ..oveeeieeieieeee e $ 69,487 $ 152,062 $ 174,215 $ 317,693
Franchise royalties and fees 4,072 6,725 9,283 13,379
Franchise partner fees ..........ccccoceeeviennenn 4,537 421 7,881 679
Other reVENUE .........oooeeeeeeeeececiaies 668 853 1,529 2,085
Total FEVENUE ....ccocvveeecrieec e 78,764 160,061 192,908 333,836
Restaurant cost of sales
Cost 0f FOOd ....ecovvvieiiiiee e, 19,929 28.7% 47,316 31.1% 51,372 29.5% 102,293 32.2%
Restaurant operating costs 26,955 38.8% 78,595 51.7% 80,452 46.2% 169,390 53.3%
OCCUPANCY COSES ..vvvvveeiiiiiiiieeesiiiieeeee e e 3,875 5.6% 5839 3.8% 8,851 5.1% 12,516 3.9%
Total cost of sales .......oeeevvevcveeeieiiiiiiiieeee, 50,759 131,750 140,675 284,199
Selling, general and administrative
General and administrative ...........cccc...o..... 9,189 11.7% 12,021  7.5% 18,087 9.4% 29,122 8.7%
Marketing .....ccceeeeveenenieieeie e 5695 7.2% 10,117 6.3% 14515 7.5% 23,246 7.0%
Other eXPENSES ......covvvevveerieiiiesie e 983 1.2% 1,179 0.7% 1,267 0.7% 1,472 0.4%
Total selling, general and administrative ....... 15,867 20.1% 23,317 14.6% 33,869 17.6% 53,840 16.1%
IMPAINMENLES ..o 7,819 9.9% 438 0.3% 18,119 9.4% 2,338 0.7%
Depreciation and amortization ..................... 4,686 5.9% 5,104 3.2% 9,712 5.0% 10,473 3.1%
Interest on finance leases and obligations ..... 1,286 2,003 3,086 4,012
Earnings (loss) before income taxes .............. (1,653) (2,551) (12,553) (21,026)
Income tax expense (benefit) ...........ccccceneee. 874 (1,127) (2,084) (6,259)
Contribution to net earnings .........cccccevevevnene $ (2,527) $ (1,424) $ (10,469) $ (14,767)

Cost of food, restaurant operating costs and rent expense are expressed as a percentage of net sales.
General and administrative, marketing, other expenses, impairments and depreciation and amortization are expressed as a percentage of total revenue.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

The COVID-19 pandemic has adversely affected our operations and financial results. During the first quarter, we closed the dining
rooms in all our restaurants. However, most of our restaurants remained open with limited operations such as takeout, drive-
through, drive in, and delivery. Steak n Shake is seeking to reopen dining rooms with counter service. The transition to a counter-
service model will require significant investments in equipment. Steak n Shake intends to fund these investments mainly by selling
owned real estate via an auction process.

Net sales for the second quarter and first six months of 2020 were $69,487 and $174,215, respectively, representing a decrease of
$82,575 or 54.3% and $143,478 or 45.2% over the second quarter and first six months of 2019, respectively. Franchise royalties
and fees decreased by $2,653 or 39.4% during the second quarter of 2020 compared to 2019. Franchise royalties and fees decreased
by $4,096 or 30.6% during the first six months of 2020 compared to 2019. Reserves were realized for franchisees who closed their
stores during the pandemic.

Franchise partner fees were $4,537 during second quarter 2020 compared to $421 during 2019. Franchise partner fees were $7,881
during the first six months of 2020 compared to $679 during 2019. As of June 30, 2020, there were 51 franchise partner units
compared to eight franchise partner units as of June 30, 2019.

Cost of food during the second quarter and first six months of 2020 was $19,929 or 28.7% of net sales and $51,372 or 29.5% of
net sales, respectively, compared to the second quarter and first six months in 2019 of $47,316 or 31.1% and $102,293 or 32.2%,
respectively. The decrease is primarily attributable to a reduced menu offering along with fewer promotions.

Restaurant operating costs during the second quarter of 2020 were $26,955 compared to $78,595 in 2019. The closure of
restaurants, transition to franchise partners, and the closure of dining rooms account for the decline in restaurant operating costs.
Restaurant operating costs during the first six months of 2020 were $80,452 compared to $169,390 in 2019. The decrease is
primarily because of reduced labor costs.

General and administrative costs during the second quarter and first six months of 2020 were $9,189 or 11.7% of total revenues
and $18,087 or 9.4% of total revenues, respectively, compared to expenses in the second quarter and first six months of 2019,
which were $12,021 or 7.5% of total revenues and $29,122 or 8.7% of total revenues, respectively. The lower expenses were
primarily because of non-recurring settlement expenses during 2019.

Marketing expense during the second quarter and first six months of 2020 were $5,695 or 7.2% of total revenues and $14,515 or
7.5% of total revenues, respectively, compared to expenses during the second quarter and first six months of 2019 of $10,117 or
6.3% of total revenues and $23,246 or 7.0% of total revenues, respectively. Management determined to minimize its level of
marketing expenditures in the second quarter of 2020.

Our restaurants obtained one-time savings in the second quarter by negotiating with various vendors, reducing overall expenses.
These reductions were derived because of the COVID-19 pandemic.

Steak n Shake recorded an impairment to long-lived assets of $7,819 and $438 in the second quarters of 2020 and 2019,
respectively, and $18,119 and $2,338 during the first six months of 2020 and 2019, respectively. The impairments are primarily
attributable to the closure of Steak n Shake stores.

Insurance

We view our insurance businesses as possessing two activities: underwriting and investing. Underwriting decisions are the
responsibility of the unit managers, whereas investing decisions are the responsibility of our Chairman and CEO, Sardar Biglari.
Business units are operated under separate local management.

Biglari Holdings’ insurance operations consist of First Guard and Southern Pioneer. First Guard is a direct underwriter of
commercial trucking insurance, selling physical damage and nontrucking liability insurance to truckers. First Guard’s insurance
products are marketed primarily through direct response methods via the Internet or by telephone. First Guard’s cost-efficient
direct response marketing methods enable it to be a low-cost trucking insurer. Southern Pioneer underwrites specialty insurance
products including garage liability insurance, commercial property coverage for auto dealers as well as homeowners, dwelling fire
insurance and credit-related insurance coverages. The financial results for Southern Pioneer are from the acquisition date (March
9, 2020) to the end of the quarter.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

Premiums earned by the insurance group during the second quarter and first six months of 2020 were $13,321 and $22,163,
respectively, and pre-tax underwriting gain during the second quarter and first six months of 2020 were $2,057 and $4,587,
respectively.

Earnings of our insurance operations are summarized below.

Second Quarter First Six M onths
2020 2019 2020 2019

Premiums WITHEEN .......cooveiviiiiiiecieeeceece et $ 13,321 $ 7,065 $ 22,163 $ 13,926

INSUFANCE T0SSES ...vieiiiieeiiiie sttt et e e e nnae e 6,901 4,060 11,075 8,235

UNAerwriting EXPENSES ...ccveirieriieeiiiesieeeieesieesieeeieeeeesaeesneeeneeees 4,363 1,438 6,501 2,923

Pre-tax underwriting gain .........c.coveeeieeneenee e 2,057 1,567 4,587 2,768
Other income and expenses

Investment income and COMMISSIONS .......cccevvvvvvveiiiiiiiieieeeeeeeeeean, 1,100 352 1,932 698

Other INCOME (EXPENSES) ....veeeeerieieiieaieesieesiee e esieesieesee e neeees (89) (69) (538) (72)

Total Other INCOME ..vvvviieiiiiiieeeeeeee e 1,011 283 1,394 626
Earnings before iNCOME taxXes .........cocveererineeniniceese e 3,068 1,850 5,981 3,394
INCOME tAX EXPENSE ...eeiiiiieiiie ettt 769 391 1,366 719
Contribution to Net earnNiNgs .........cccccevveeieiiieeiiece e $ 2299 % 1,459 $ 4615 $ 2,675
First Guard’s underwriting results are summarized below.

Second Quarter First Six M onths
2020 2019 2020 2019

Premiums WITEEN ...coooiiieeeeeeeee e $ 7275 % 7,065 $ 14690 $ 13,926

INSUFANCE IOSSES ... 2,974 4,060 6,532 8,235

UNderwriting EXPENSES ......coiueieieieiieeeiieeieeeeiie e e eseee s 1,748 1,438 3,282 2,923

Pre-tax underwriting gain ..........cccocveeeeiieeiic e $ 2553 % 1,567 $ 4876 % 2,768
Southern Pioneer’s underwriting results are summarized below.

2020
Second First Six
Quarter Months

e 110 g YA g 4 (=) TR $ 6,046 $ 7,473

INSUFANCE TOSSES ...eeieitieieiiiiie e ettt e e sttt e e ettt e e et e e et e e e s tee e e e sbe e e e e s baeeesntaaeeaasbeeeessseeeeeantaaaeanseeeeennnns 3,927 4,543

UNJEIWITTING EXPENSES .vvviiiutiiteeiiieieessitieeessitetesstteeessstseeessabeeesastaeee s sbreeeasbeeesanteeaeasstaeeessseeesansaeaenn 2,615 3,219

Pre-tax underwriting gain (I0SS) .......eioiuiiieiiiiie et e e e e e e e a e e $ (496) $ (289)

Insurance premiums and other on the consolidated statement of earnings includes premiums earned, investment income and
commissions. In the table above, investment income and commissions are included in other income.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)
Oil and Gas

Southern Oil primarily operates oil and natural gas properties offshore in the shallow waters of the Gulf of Mexico. Southern Qil
was acquired on September 9, 2019. Earnings for Southern Oil are summarized below.

Second Quarter First Six M onths

2020 2020
(O] | I T o e I (=T U SRR $ 2,151 $ 13,525
Oil and gas ProdUCLION COSES .....iuuiiiiiiiee ittt ettt e et be e e bb e e e sbb e e e s bbeeesbbeeenas 1,323 4,399
Depreciation, depletion and aCCretioN ...........c.coiiiiiiiiiiiee e 1,979 6,847
General and admiNISTrative BXPENSES ........uueieiierieiiieieeriie et te e st e e e st e e e s stbe e e s aabe e e s sbeeeeanneeeeas 556 1,516
Earnings (10SS) DEfOre INCOME TAXES .......ccuueiiiiiiiieiiiii et e e (1,707) 763
INCOME LAX DENETIL ....eeiieie ettt sbbee s (395) (126)
(%0 )01 A g 1o0 A1) o do l g = A=Y g 0 g To SRR PR $ (1,312) $ 889

The COVID-19 pandemic has caused oil demand to significantly decrease, creating oversupplied markets, and resulting in lower
commodity prices and margins. In response, the Company has significantly cut production and expenses. Southern Qil is a debt-
free company.

Media and Licensing

Earnings of our media and licensing operations are summarized below.

Second Quarter First Six Months
2020 2019 2020 2019
M edia and liceNSING FEVENUE .........cccuveieiieiieiie et $ 982 $ 865 $ 1,490 $ 1,742
Media and liCeNSING COSES ......coviiiiiieiii s 437 641 943 1,589
General and administrative eXPEnSES ........cccvvevveerieesiieesieesiee e 58 48 92 89
Earnings before inCome taxes .........ccccvvveieiienie e 487 176 455 64
INCOME TAX EXPENSE ...ttt 111 44 104 16
Contribution t0 NEt BAININGS .....ccvccveververiiieiee e $ 376 $ 132 $ 351 % 48

We acquired Maxim with the idea of transforming its business model. The magazine developed the Maxim brand, a franchise we
are utilizing to generate nonmagazine revenue, notably through licensing, a cash-generating business related to consumer products,
services, and events.

Investment Gains
Investment gains were $1,192 (net of tax) during the second quarter of 2020. The Company did not have investment gains/losses
during the first quarter of 2020 or the first six months of 2019. Interest and dividends earned on investments are reported as other

income by our insurance companies. We consider investment income as a component of our aggregate insurance operating results.
However, we consider investment gains and losses, whether realized or unrealized as non-operating.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

Investment Partnership Gains (Losses)

Earnings (loss) from our investments in partnerships are summarized below.

Second Quarter First Six Months
2020 2019 2020 2019
Investment partnership gains (I0SSES) ......c.cocevveveiereiieieeiesiesiens $ 59,248 % 34,198 $ (116,494) $ 68,352
Taxexpense (Denefit) .......cocvreiiiii e 13,883 7,944 (27,500) 15,861
Contribution to Net  arNINGS .........ccccoveeieiieiieceeeeeeee e $ 45365 $ 26,254 $ (88,994) $ 52,491

Investment partnership gains include gains/losses from changes in market values of underlying investments and dividends earned
by the partnerships. Dividend income has a lower effective tax rate than income from capital gains. Changes in the market values
of investments can be highly volatile.

The investment partnerships hold the Company’s common stock as investments. The Company’s pro-rata share of its common
stock held by the investment partnerships is recorded as treasury stock even though these shares are legally outstanding. Gains and
losses on Company common stock included in the earnings of the partnerships are eliminated.

Interest Expense and Debt Extinguishment

The Company’s interest expense is summarized below.

Second Quarter First Six Months
2020 2019 2020 2019
Interest expense on notes payable and other borrowings ............. $ 2349 $ 3,150 $ 4823 % 6,208
TaXDENETIL oo 588 788 1,216 1,552
Interest eXPense NEt OF taX ....ovvvvvereeiieiee e $ 1,761  $ 2,362 $ 3607 $ 4,656

The Company recorded a gain on debt extinguishment of $1,367 ($1,025 net of tax) during the second quarter of 2020 in connection
with Steak n Shake’s debt retirement of $5,063. During the first quarter of 2020, the Company recorded a gain on debt
extinguishment of $4,346 ($3,260 net of tax) in connection with Steak n Shake’s debt retirement of $21,729.

The outstanding balance on Steak n Shake’s credit facility on June 30, 2020 was $153,606 compared to $182,598 on June 30,
2019. The interest rate was 4.75% as of June 30, 2020 and 6.19% as of June 30, 2019.

Corporate

Corporate expenses exclude the activities in the restaurant, media and licensing, insurance, and oil and gas businesses.
Corporate net losses during the second quarter and first six months of 2020 were relatively flat compared to the same period

during 2019.
Income Taxes

Income tax expense for the second quarter of 2020 was $14,764 compared to $5,896 for the second quarter of 2019. Income tax
benefit for the first six months of 2020 was $29,066 compared to an income tax expense of $7,640 for the first six months of 2019.
The variance in income taxes between 2020 and 2019 is attributable to taxes on income generated by the investment partnerships.
Investment partnership pretax losses were $116,494 during the first six months of 2020, compared to pretax gains of $68,352
during the first six months of 2019.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)
Financial Condition

Consolidated cash and investments are summarized below.

June 30, December 31,
2020 2019
Cash and Cash BQUIVAIENTS ........uvieiiiieeiiiie ettt e et e et e e et eesnbeeeennneeas $ 36,438 $ 67,772
LY 11T L PO UPP 84,785 44,856
Fair value of interest in investment PartNerships ............cooouuiiieeiiiiiiiee e 461,927 666,123
Total Cash AN INVESIMENTS .......ovueiiiiiiei et e e e e e e e e e et e e e e e e eeeaens 583,150 778,751
Less: portion of Company stock held by investment partnerships ............coccocveeiiiiiienee e (92,798) (160,581)
Carrying value of cash and investments on balance sheet ..., $ 490,352 $ 618,170

Liquidity
Our balance sheet continues to maintain significant liquidity. Consolidated cash flow activities are summarized below.

First Six Months

2020 2019
Net cash provided by (used in) Operating aCtiVities ...........ccccooveierriieierireee e $ 98,685 $ (8,295)
Net cash used iN INVESTING ACLIVITIES ........ccviiiiiiiiiic e (103,360) (8,619)
Net cash used in fINANCING ACLIVITIES ........coiviiiiiiiiii e e (24,156) (3,984)
Effect of exchange rate Changes 0N CaSh .......ocuuiiiiiiiiiii e (3) 3
Decrease in cash, cash equivalents and restricted Cash ..........cccocvviiii i $ (28,834) $ (20,895)

Cash provided by operating activities was $98,685 during the first six months of 2020 compared to cash used in operating activities
of $8,295 during the first six months of 2019. The increase in cash provided by operations during 2020 compared to 2019 was
primarily due to distributions from investment partnerships.

Cash used in investing activities during the first six months of 2020 was $103,360 compared to $8,619 during the first six months
of 2019. Cash used in investing activities during the first six months of 2020 included capital expenditures of $10,040, purchases
of investments net of redemptions of fixed maturity securities of $60,904 and acquisition of business for $34,240 (net of cash
acquired). Cash used in investing activities during the first six months of 2019 included capital expenditures of $6,238 and
purchases of investments net of redemptions of fixed maturity securities of $2,771.

During the first six months of 2020 and 2019 we incurred debt payments of $24,596 and $3,984, respectively. During the first six
months of 2020, the Company retired $26,792 of term loan under Steak n Shake’s credit facility.

We intend to meet the working capital needs of our operating subsidiaries principally through anticipated cash flows generated
from operations, cash on hand, existing credit facilities, and the sale of excess properties and investments. We continually review
available financing alternatives.

Steak n Shake Credit Facility

On March 19, 2014, Steak n Shake and its subsidiaries entered into a credit agreement which provided for a senior secured term
loan facility in an aggregate principal amount of $220,000. The term loan is scheduled to mature on March 19, 2021. As of June
30, 2020, $153,606 was outstanding. The Company is evaluating refinancing options. Alternative financing may not be available
on terms commensurate with its current financing arrangement. In addition, the duration of the pandemic could have a material
adverse effect on financing options or Steak n Shake’s ability to comply with the terms of its credit agreement. Biglari Holdings
is not a guarantor under the credit facility.

The term loan amortizes in equal quarterly installments at an annual rate of 1.0% of the original principal amount of the term loan,
subject to mandatory prepayments from excess cash flow, asset sales and other events described in the credit agreement. The
balance will be due at maturity.

Interest on the term loan is based on a Eurodollar rate plus an applicable margin of 3.75% or on the prime rate plus an applicable
margin of 2.75%. The interest rate on the term loan was 4.75% as of June 30, 2020.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

The credit agreement includes customary affirmative and negative covenants and events of default. As of June 30, 2020, we were
in compliance with all covenants. Steak n Shake’s credit facility contains restrictions on its ability to pay dividends to Biglari
Holdings.

The term loan is secured by first priority security interests in substantially all the assets of Steak n Shake.
The Company retired $26,792 of debt during the first six months of 2020.

Western Sizzlin Revolver
Western Sizzlin had $440 and $0 of debt outstanding under its revolver as of June 30, 2020 and December 31, 2019, respectively.

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 consolidated 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 consolidated financial statements will likely increase or decrease in the future as additional information becomes
available. There have been no material changes to critical accounting policies previously disclosed in our annual report on Form
10-K for the year ended December 31, 2019.

Recently Issued Accounting Pronouncements

For detailed information regarding recently issued accounting pronouncements and the expected impact on our consolidated
financial statements, see Note 2, “New Accounting Standards” in the accompanying notes to consolidated financial statements
included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Cautionary Note Regarding 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 risks and uncertainties described in Item 1A, Risk Factors of
our annual report on Form 10-K and Item 1A of this report. We undertake no obligation to publicly update or revise them, except
as may be required by law.

EEINE3
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

The majority of our investments are conducted through investment partnerships which generally hold common stocks. We also
hold marketable securities directly. A significant decline in the general stock market or in the prices of major investments may
produce a large net loss and decrease in our consolidated shareholders’ equity. Decreases in values of equity investments can have
a materially adverse effect on our earnings and on consolidated shareholders’ equity.

We prefer to hold equity investments for very long periods of time so we are not troubled by short-term price volatility with respect
to our investments. Our interests in the investment partnerships are committed on a rolling 5-year basis, and any distributions upon
our withdrawal of funds will be paid out over two years (and may be paid in kind rather than in cash). Market prices for equity
securities are subject to fluctuation. Consequently, the amount realized in the subsequent sale of an investment may significantly
differ from the reported market value. A hypothetical 10% increase or decrease in the market price of our investments would result
in a respective increase or decrease in the carrying value of our investments of $45,391 along with a corresponding change in
shareholders’ equity of approximately 7%.

Interest on the term loan is based on a Eurodollar rate plus an applicable margin of 3.75% or on the prime rate plus an applicable
margin of 2.75%. At June 30, 2020, a hypothetical 100 basis point increase in short-term interest rates would have an impact of
approximately $1,000 on our net earnings.

We have had minimal exposure to foreign currency exchange rate fluctuations in the first six months of 2020 and 2019.

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(g)), our
Chief Executive Officer and Controller have concluded that our disclosure controls and procedures were effective as of June 30,
2020.

There have been no changes in our internal control over financial reporting that occurred during the quarter ended June 30, 2020
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
ITEM1. LEGAL PROCEEDINGS

Information in response to this Item is included in Note 14 to the Consolidated Financial Statements included in Part 1, Item 1 of
this Form 10-Q and is incorporated herein by reference.

ITEM 1A. RISK FACTORS

There have been no material changes from the risk factors as previously disclosed in Item 1A to the Company’s Annual Report on
Form 10-K for the year ended December 31, 2019 and the Company’s Quarterly Report on Form 10-Q for the quarter ended March
31, 2020.

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.
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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: August 7, 2020

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 the 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: August 7, 2020
/s/ Sardar Biglari
Sardar Biglari
Chairman and Chief Executive Officer
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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 the 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: August 7, 2020
/s/ Bruce Lewis
Bruce Lewis
Controller
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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 June 30,
2020 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
August 7, 2020

/s/ Bruce Lewis
Bruce Lewis
Controller
August 7, 2020
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