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PART | — FINANCIAL INFORMATION
ITEM 1 — FINANCIAL STATEMENTS
Texas Roadhouse, Inc. and Subsidiaries

Condensed Consolidated Balance Sheets
(in thousands, except share and per share data)

(unaudited)
September 28, 201/ December 29, 200!

Assets
Current asset:
Cash and cash equivalel $ 55,42¢ 46,85¢
Receivables, net of allowance for doubtful accowfts255 at September 28, 2010 and

$911 at December 29, 20 12,027 12,31:
Inventories, ne 7,54¢ 8,00
Prepaid expenst 4,56¢ 5,611
Deferred tax assets 3,022 1,531
Total current assets 82,59: 74,31¢
Property and equipment, r 456,47: 456,28:
Goodwill 113,46! 113,46!
Intangible asset, ni 10,38 11,19¢
Fair value of derivative financial instrumel — 31
Other assets 7,63( 6,78¢€
Total assets $ 670,54 662,07:
Liabilities and Stockholders’ Equity
Current liabilities:
Current maturities of lor-term debt and obligations under capital le: $ 267 247
Accounts payabl 24,59 27,88:
Deferred revenu— gift cards/certificate 14,61 34,44:
Accrued wage: 20,66¢ 20,18¢
Income tax payabl 4,64¢ 6,194
Accrued taxes and licens 12,19¢ 8,57¢
Other accrued liabilities 11,68 10,67
Total current liabilities 88,66¢ 108,20:
Long-term debt and obligations under capital leasedudi current maturitie 61,977 101,17¢
Stock option and other depos 3,90¢ 3,65:
Deferred ren 13,83¢ 12,08¢
Deferred tax liabilities 7,564 6,66(
Fair value of derivative financial instrumel 4,36¢ —
Other liabilities 9,41( 7,33¢
Total liabilities 189,72: 239,12¢
Texas Roadhouse, Inc. and subsidiaries stockh equity:
Preferred stock ($0.001 par value, 1,000,000 shardwrized; no shares issued or

outstanding — —
Common stock, ($0.001 par value, 100,000,000 stearg®rized, 71,727,456 and

70,384,915 shares issued and outstanding at Sept&¥@p2010 and December 29, 2(

respectively’ 72 70
Additional paid in capita 243,78 231,56
Retained earning 236,94¢ 188,71
Accumulated other comprehensive (loss) gain (2,687 19
Total Texas Roadhouse, Inc. and subsidiaries stdd&trs’ equity 478,12: 420,37.
Noncontrolling interest 2,702 2,57¢
Total equity 480,82! 422,95(
Total liabilities and equity $ 670,54 662,07:

See accompanying notes to condensed consolidaigucial statements.
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Texas Roadhouse, Inc. and Subsidiaries
Condensed Consolidated Statements of Income

(in thousands, except per share data)
(unaudited)

Revenue
Restaurant sale
Franchise royalties and fe

Total revenue

Costs and expense
Restaurant operating cos

Cost of sale:

Labor

Rent

Other operating
Pre-opening
Depreciation and amortizatic
Impairment and closure
General and administratiy

Total costs and expens
Income from operatior

Interest expense, n
Equity income from investments in unconsolidatddiaties

Income before taxe

Provision for income taxe

Net income including noncontrolling intere:

Less: Net income attributable to noncontrollinghetsts

Net income attributable to Texas Roadhouse, Ind.
subsidiaries

Net income per common share attributable to T
Roadhouse, Inc. and subsidiari
Basic

Diluted

Weightec-average shares outstandi
Basic

Diluted

13 Weeks Endec

39 Weeks Endec

September 28 September 29 September 28 September 29
2010 2009 2010 2009
$ 243,40 % 224,41 % 753,58. $ 708,80:¢
2,20¢ 2,05( 6,817 6,15¢
245,61: 226,46 760,39¢ 714,96.
79,10: 74,48¢ 244 ,56( 237,84«
71,83 67,63( 221,24 210,20
5,32¢ 5,02¢ 15,88¢ 14,87(
43,47¢ 38,77¢ 128,84 119,45(
2,15( 1,19/ 4,562 4,411
10,26: 10,39¢ 30,861 31,48:
44 (201) 302 (279)
11,96¢ 11,87: 39,26! 35,91¢
224,16! 209,18t 685,51¢ 653,90!
21,44¢ 17,28: 74,88: 61,05¢
644 784 2,07¢ 2,517
(155) (36) (355) (185)
20,95¢ 16,53: 73,16( 58,72¢
6,47¢ 5,431 23,13: 18,58:
$ 14,48. $ 11,102 $ 50,027 $ 40,14«
52¢ 407 1,79¢ 1,374
$ 13,95. $ 10,69t $ 48,22¢ $ 38,77(
$ 0.1¢ $ 0.1t $ 0.6¢ $ 0.5€
$ 0.1¢ $ 0.1t $ 0.6 $ 0.54
71,66( 70,20 71,27: 69,84
73,00: 71,55( 72,72 71,15

See accompanying notes to condensed consolidatucfal statements.
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Condensed Consolidated Statements of Stockholdesguity and Comprehensive Income

Balance, December 29, 20

Comprehensive incom
Unrealized loss on derivatives, net of ta
$1.7 million
Net income

Total comprehensive incon

Distributions to noncontrolling interes

Shares issued under stock option
including tax effect:

Settlement of restricted stock units, net of

Shar+based compensatic

Balance, September 28, 2C

Texas Roadhouse, Inc. and Subsidiaries

(in thousands, except share data)

(unaudited)
Accumulated
Total Texas
Par Paid in Retained Comprehensive Roadhouse, Inc. and Noncontrolling

Shares Value Capital Earnings Income (Loss) subsidiaries Interests Total
70,38491 $ 7€ $ 231,56: $ 188,71 19 $ 420,37 $ 2,57¢ $ 422,95(
— — — — (2,700 (2,700 — (2,700
— — — 48,22¢ — 48,22¢ 1,79¢ 50,027
45,52¢ 47,32
_ — — — — = (1,672 (1,674
970,15! 1 8,744 — — 8,74t — 8,74¢
372,38t 1 (2,229 — — (2,229 — (2,228
— — 5,70¢ — — 5,70t — 5,70¢
71,727,45 $ 72 $ 243,78 $ 236,94 (2,680 $ 478,12 $ 2,70 $ 480,82!

See accompanying notes to condensed consolidaigucial statements.
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Texas Roadhouse, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows

(in thousands)
(unaudited)

Cash flows from operating activities:
Net income including noncontrolling intere:
Depreciation and amortizatic
Deferred income taxe
Loss on disposition of ass¢
Impairment and closure
Equity income from investments in unconsolidatddiates

Distributions received from investments in uncoitkked affiliates

Provision for doubtful accoun

Shar-based compensation expel

Excess tax benefits from sh-based compensatic
Changes in operating working capit

Receivable!

Inventories

Prepaid expenses and other current a:

Other asset

Accounts payabl

Deferred revenu— gift cards/certificate

Accrued wage

Prepaid income taxes and income taxes pay

Accrued taxes and licens

Other accrued liabilitie

Deferred ren

Other liabilities

Net cash provided by operating activit
Cash flows from investing activities:

Capital expenditure— property and equipme
Acquisitions of franchise restaurants, net of casjuirec

Proceeds from sale of property and equipment, diefuinsurance proceeds

Net cash used in investing activiti

Cash flows from financing activities:

Repayments of revolving credit facility, r

Investments in unconsolidated affilial

Distributions to noncontrolling interest holdt

Excess tax benefits from sh-based compensatic

Repayments of stock option and other dept

Proceeds from stock option and other dept

Settlement of restricted stock units, net of

Principal payments on lo-term debt and capital lease obligatic
Proceeds from exercise of stock options

Net cash used in financing activiti

Net increase in cash and cash equival
Cash and cash equivalents — beginning of period
Cash and cash equivalents — end of period

Supplemental disclosures of cash flow informat
Interest, net of amounts capitaliz
Income taxes, net of refun

39 Weeks Endec

September 28, 201! September 29, 200!
$ 50,027 $ 40,14
30,86! 31,48:
1,10¢ 3,52¢
1,03¢ 91¢
141 (305)
(355) (185)
29¢ 261
(65€) 28€
5,70t 5,642
(2,326) (1,679
941 1,16t
45¢ 1,094
1,042 2,16(
(760) (1,860)
(3,285 (12,367
(19,839 (18,962
47¢ 3,572
97¢€ 8,28¢
3,61¢ 2,59(
1,011 (740)
1,74t 1,61¢
2,071 1,644
$ 74,30: $ 68,29¢
(31,599 (34,819
— 25
17% 2,32¢
$ (31,429 $ (32,46()
(39,000 (6,000)
(28) (19
(1,679 (1,656)
2,32¢ 1,671
(694) (1,182
947 92t
(2,229 (1,366)
(182) (227)
6,222 2,59¢
$ (34,31) $ (5,26))
8,561 30,57t
46,85¢ 5,25¢
$ 55,42 $ 35,83
$ 2,03 3% 2,60
$ 21,04¢ % 6,784

See accompanying notes to condensed consolidatzucfal statements.
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Texas Roadhouse, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statement
(Tabular dollar amounts in thousands, except per sire data)
(unaudited)

(1) Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements include the accounts of TexaslRouse, Inc. (the “Company”
“we” and/or “our”), our whollyewned subsidiaries and subsidiaries in which we owne than 50 percent interest, as of and for ghant 3¢
weeks ended September 28, 2010 and September@®, 2ur wholly-owned subsidiaries include: Texaméhouse Holdings LLC
(“Holdings”), Texas Roadhouse Development Corporafi TRDC"), Texas Roadhouse Management Corp. (“ddmment Corp.”and Aspe
Creek, LLC (“Aspen Creek”). We and our subsidismaperate restaurants under the names Texas Raadaod Aspen Creek. Holdings also
provides supervisory and administrative serviceséotain other franchise and license restaurdREC sells franchise rights and collects
franchise royalties and fees. Management Corpiges management services to the Company, HoldAgmen Creek and certain other
license and franchise restaurants. All materitdiizes and transactions between the consolidatégemave been eliminated.

As of September 28, 2010 and September 29, 2008ywmed 5.0% to 10.0% equity interest in 21 franghiestaurants. While we
exercise significant control over these franchestaurants, we do not consolidate their finanadaitpon, results of operations or cash flow
it is immaterial to our consolidated financial fgasi, results of operations and/or cash flows. @uestment in these unconsolidated affiliates
is included in Other assets in our condensed cimtagdet! balance sheets and we record our percesitage of net income earned by these
unconsolidated affiliates on our condensed conatdidl statements of income under Equity income frorastments in unconsolidated
affiliates.

We have made a number of estimates and assumptiatiag to the reporting of assets and liabilitié® disclosure of contingent assets
and liabilities at the date of the condensed cadatad financial statements and the reporting wémee and expenses during the period to
prepare these condensed consolidated financiehséats in conformity with U.S. generally acceptedoainting principles (“GAAP”).
Significant items subject to such estimates andrapsions include the carrying amount of propertg aquipment, goodwill, obligations
related to insurance reserves, income taxes amd-flaged compensation expense. Actual results clifféd from those estimates.

In the opinion of management, the accompanying dited financial statements reflect all adjustmeatsisisting only of normal
recurring adjustments, necessary to present faimhfinancial position, results of operations aadicflows for the periods presented. The
financial statements have been prepared in accoedaith GAAP, except that certain information andthotes have been condensed or
omitted pursuant to rules and regulations of theuBges and Exchange Commission (“SEC”). Operatisults for the 39 weeks ended
September 28, 2010 are not necessarily indicafileeoresults that may be expected for the yeaingndecember 28, 2010. The financial
statements should be read in conjunction with tiresclidated financial statements and notes thémetoded in our Annual Report on
Form 10-K for the year ended December 29, 2009.

Our significant interim accounting policies inclutihe recognition of income taxes using an estimatatlial effective tax rate.
(2) Share-based Compensation

We may grant incentive and non-qualified stockapdito purchase shares of common stock, stock momards (restricted stock unit
awards (“RSUs")) and restricted stock awards utldeTexas Roadhouse, Inc. 2004 Equity Incentiva Rlee “Plan”). Beginning in 2008,
we changed the method by which we provide shareebesmpensation to our employees by eliminatingkstption grants and, instead,
granting RSUs as a form of share-based compensatonRSU is the conditional right to receive @iare of common stock upon
satisfaction of the vesting requirement.

The following table summarizes the share-based emsgtion recorded in the accompanying condensesblidated statements of
income:

13 Weeks Endec 39 Weeks Endec
September 28 September 29 September 28 September 29
2010 2009 2010 2009
Labor expens $ 87¢ $ 694 $ 247¢  $ 2,11¢
General and administrative expense 1,09: 1,13¢ 3,22¢ 3,52¢
Total share-based compensation expense $ 1,96¢ $ 1,82¢ $ 570t $ 5,64
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A summary of share-based compensation activitypg of grant as of September 28, 2010 and changegydhe period then ended is
presented below.

Summary Details for Plan Share Options

Weighted- Weighted-Average Aggregate
Average Remaining Contractual Intrinsic
Shares Exercise Price Term (years) Value
Outstanding at December 29, 2( 5,439,031 $ 10.8¢
Granted — —
Forfeited (32,26¢€) 14.3(
Exercised (970,159 6.41
Outstanding at September 28, 2010 4,436,600 $ 11.81 4.83 $ 13,66¢
Exercisable at September 28, 2010 4,22398 $ 11.72 4.74 $ 13,40:

No stock options were granted during the 39 weekleé September 28, 2010.

The total intrinsic value of options exercised dgrthe 13 weeks ended September 28, 2010 and Sept@® 2009 was $0.6 million a
$0.8 million, respectively. The total intrinsiclua of options exercised during the 39 weeks erf@ggtember 28, 2010 and September 29,
2009 was $7.2 million and $4.9 million, respectiveAs of September 28, 2010, with respect to utacestock options, there was an
immaterial amount of unrecognized compensation thagtis expected to be recognized over a weightetlage period of less than a year.
The total grant date fair value of stock optionsted for both 13 week periods ended September®@&) and September 29, 2009 was $0.1
million and $0.2 million, respectively. The totglant date fair value of stock options vested lier39 week periods ended September 28,
2010 and September 29, 2009 was $1.1 million an@d dllion, respectively.

Summary Details for RSUs

Weighted-

Average

Grant Date

Shares Fair Value
Outstanding at December 29, 2( 1,362,42° $ 9.9C
Granted 419,24 13.8¢
Forfeited (20,84) 10.6¢€
Vested (546,389 9.87
Outstanding at September 28, 2010 1,214,44"  $ 11.2¢

As of September 28, 2010, with respect to unveRteds, there was $7.9 million of unrecognized corspéan cost that is expected tc
recognized over a weighted-average period of 1lasyeThe vesting terms of the RSUs range fromaqimately 1.0 to 5.0 years. The total
grant date fair value of RSUs vested for the 13knmiods ended September 28, 2010 and Septemp20@9 was $1.2 million and $0.8
million, respectively. The total grant date fa@lwe of RSUs vested for the 39 week periods enéptegber 28, 2010 and September 29,
2009 was $5.4 million and $4.2 million, respectjvel

(3) Long-term Debt and Obligations Under CapitalLeases

Long-term debt and obligations under capital leasesisted of the following:

September 28, 2010 December 29, 2009
Installment loans, due 2010 — 2020 $ 1,907 $ 2,03(
Obligations under capital leas 337 39¢
Revolver 60,00( 99,00(
62,24« 101,42¢
Less current maturities 267 247
$ 61,977 $ 101,17¢
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The weightedaverage interest rate for installment loans outbtanat September 28, 2010 and December 29, 20694®&8%. The de
is secured by certain land and buildings.

We have a $250.0 million fivgear revolving credit facility with a syndicate @mmercial lenders led by Bank of America, N.A.nBaf
America Securities LLC and PNC Bank. The faciégpires on May 31, 2012. The terms of the faciguire us to pay interest on
outstanding borrowings at LIBOR plus a margin &3 to 0.875%, depending on our leverage ratith@Base Rate, which is the higher of
the issuing bank’s prime lending rate or the Fddeuads rate plus 0.50%. We are also requirecijogocommitment fee of 0.10% to 0.175%
per year on any unused portion of the facility, eteging on our leverage ratio. The weighted-avenaigeest rate for the revolver at
September 28, 2010 and December 29, 2009 was 3apd9a.36%, respectively, including interest ratapgsv At September 28, 2010, we
had $60.0 million outstanding under the creditlfgcand $186.4 million of availability, net of 8 million of outstanding letters of credit.

The lenders’ obligation to extend credit underftmdlity depends on us maintaining certain finahc@enants, including a minimum
consolidated fixed charge coverage ratio of 2.00.060 and a maximum consolidated leverage rat&@d to 1.00. The credit facility permits
us to incur additional secured or unsecured indigtetes outside the facility, except for the incuceeaf secured indebtedness that in the
aggregate exceeds 20% of our consolidated tangéilevorth or circumstances where the incurrenceotired or unsecured indebtedness
would prevent us from complying with our financtalvenants. We were in compliance with all covesastof September 28, 2010.

(4) Derivative and Hedging Activities

We enter into derivative instruments for risk magragnt purposes only, including derivatives deskghats hedging instruments under
Financial Accounting Standards Board (“FASB”) Acating Standards Codification (“ASC”) 81Bgrivatives and Hedgin(fASC 815").
We use interest rate-related derivative instrumtmteanage our exposure to fluctuations of interasts. By using these instruments, we
expose ourselves, from time to time, to credit eakl market risk. Credit risk is the failure o tbounterparty to perform under the terms of
the derivative contract. When the fair value ofaivhtive contract is positive, the counterpartyesws, which creates credit risk for us. We
minimize the credit risk by entering into transans with highguality counterparties whose credit rating is estdd on a quarterly basis. (
counterparty in the interest rate swaps is J.P gsloiChase, N.A. Market risk is the adverse effedthe value of a financial instrument that
results from a change in interest rates, commgqutitses or the market price of our common stock. ieimize market risk by establishing
and monitoring parameters that limit the types degree of market risk that may be taken.

Interest Rate Sway

On October 22, 2008, we entered into an interéstswap, starting on November 7, 2008, with a mati@mount of $25.0 million to
hedge a portion of the cash flows of our variabte icredit facility. We have designated the irderate swap as a cash flow hedge of our
exposure to variability in future cash flows attriéable to interest payments on a $25.0 milliondhenof floating rate debt borrowed under
revolving credit facility. Under the terms of te@ap, we pay a fixed rate of 3.83% on the $25.0anihotional amount and receive paym
from the counterparty based on the 1-month LIBOR far a term ending on November 7, 2015, effettivesulting in a fixed rate LIBOR
component of the $25.0 million notional amount.

On January 7, 2009, we entered into an interestssaap, starting on February 7, 2009, with a nafiamount of $25.0 million to hedge
portion of the cash flows of our variable rate dréatility. We have designated the interest at@p as a cash flow hedge of our exposure to
variability in future cash flows attributable taémest payments on a $25.0 million tranche of ffmptate debt borrowed under our revolving
credit facility. Under the terms of the swap, veg/ ja fixed rate of 2.34% on the $25.0 million noibamount and receive payments from the
counterparty based on the 1-month LIBOR rate fiaran ending on January 7, 2016, effectively resglth a fixed rate LIBOR component of
the $25.0 million notional amount.

We entered into the above interest rate swapstiwitlobjective of eliminating the variability of ointerest cost that arises because of
changes in the variable interest rate for the dedegl interest payments. Changes in the fair \@fitiee interest rate swap will be reported as
a component of accumulated other comprehensiveriacoNe will reclassify any gain or loss from acalsed other comprehensive incot
net of tax, on our consolidated balance sheettévast expense on our consolidated statement ofriaavhen the interest rate swap expires or
at the time we choose to terminate the swap. 8&el® for fair value discussion of these interatt swaps.
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The following table summarizes the fair value angspntation in the condensed consolidated baldremtsfor derivatives designated as
hedging instruments under FASB ASC 815:

Balance Derivative Assets Derivative Liabilities
Sheet September 28 December 29 September 28 December 29
Location 2010 2009 2010 2009
Derivative Contracts Designated as Hedging
Instruments under ASC 8: Q)
Interest rate sway $ — $ 31 $ 4,365 3 —
Total Derivative Contract $ — $ 31 $ 4,368 $ —
(1) Derivative assets and liabilities are includedain ¥alue of derivative financial instruments oe ttondensed consolidated

balance sheets.

The following table summarizes the effect of detiv@instruments on the condensed consolidatedrattts of income for the 39 weeks
ended September 28, 2010 and September 29, 2009:

Location of
Location of Amount of Gain (Loss) Gain (Loss)
Amount of (Loss) Gain Gain (Loss) Reclassified from AOCI Recognized Amount of Gain (Loss)
Recognized in AOCI Reclassified to Income (effective in Income Recognized in Income
(effective portion) from AOCI portion) (ineffective (ineffective portion)
2010 2009 Income 2010 2009 portion) 2010 2009
Interest rate swaps $ (2,700 $ 1,20¢ — — $ — — $ — $ —

(5) Recent Accounting Pronouncements

Fair Value Measures and Disclosures
(Accounting Standards Update (*“ASU”) 2010-06)

In January 2010, the FASB issued ASU 2010-06 whitlends Accounting Standards Codification (“ASC}it0820,Fair Value
Measures and Disclosur.. ASU No. 2010-06 amends the ASC to require dgale of transfer into and out of Level 1 and Le/&ir value
measurements, and also requires more detailedsdisel about the activity within Level 3 fair valoieasurements. The changes as a res
this update are effective for annual and interiporéng periods beginning after December 15, 2@28 2010 fiscal year), except for
requirements related to Level 3 disclosures, whigheffective for annual and interim reporting pds beginning after December 15, 2010
(our 2011 fiscal year). This guidance requires déesglosures only, and will have no impact on camsolidated financial position, results of
operations or cash flows.

Consolidation of Variable Interest Entities — Amerd
(To be included in ASC 810, “Consolidation”, preugdy SFAS 167, “Amendments to FASB Interpretation46(R)”)

ASC 810 provides guidance for determining the printgeneficiary of a variable interest entity. kid&ion, ASC 810 requires ongoing
assessments of whether an enterprise is the pripgamgficiary of a variable interest entity. ASM84 effective for the first annual and
interim reporting periods that begin after Novembgy 2009 (our fiscal year 2010). The adoptioASC 810 had no impact on our
consolidated financial position, results of openasi and cash flows.

(6) Commitments and Contingencies

The estimated cost of completing capital projecheotments at September 28, 2010 and December 29, ®8s approximately $24.1
million and $18.5 million, respectively.

We entered into real estate lease agreementsafacHise restaurants located in Everett, MA, LongmG@, Montgomeryville, PA,
Fargo, ND and Logan, UT before granting franchigbts for those restaurants. We have subsequesglgraed the leases to the franchisees,
but remain contingently liable if a franchisee défmunder the terms of a lease. The Longmontless assigned in October 2003 and
expires in May 2014, the Everett lease was assign8eéptember 2002 and expires in February 20E3vibntgomeryville lease was assigned
in October 2004 and expires in June 2021, the Haage was assigned in February 2006 and expikkdyir?016 and the Logan lease was
assigned in January 2009 and expires in August.2@%%he fair value of the guarantees is not atergid significant, no liability has been
recorded. As discussed in note 7, the Everett, Mdhgmont, CO, and Fargo, ND restaurants are owinaghole or part, by certain of our
officers, directors or 5% shareholders.
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We currently buy most of our beef from two to f@uppliers. Although there are a limited numberedfisuppliers, management
believes that other suppliers could provide a sinproduct on comparable terms. A change in supli@wever, could cause supply
shortages and a possible loss of sales, which vaftédt operating results adversely. We have n@&r@tminimum purchase commitments
with our vendors that extend beyond a year.

On October 8, 2010, the U.S. Equal Employment Ojppdty Commission (“EEOC”) for the Boston Area @#iissued a determination
letter in Charge No. 523-2009-00643 alleging thatemgaged in a pattern and practice of age digtaiion in hiring for certain restaurant
positions in violation of the Age Discrimination fEmployment Act. The determination alleges thatligpnts over the age of 40 were denied
employment in our restaurants in host, server ames assistant positions solely due to their ajge EEOC is seeking remedial actions and
the payment of damages to the disaffected appticame have denied the allegation and intend toreigsly defend against the charge. The
EEOC has invited us to participate in its conditiatprocess, and we have agreed to do so. Bastekgreliminary status of this matter, we
cannot estimate the possible amount or range sf ibany, associated with this matter.

We are involved in various other claims and legailoms arising in the normal course of businesshénopinion of management, the
ultimate disposition of these matters will not havwmaterial effect on our consolidated financiaipon, results of operations or cash flows.

(7) Related Party Transactions

The Longview, Texas restaurant, which was acquiseds in connection with the completion of ouriadipublic offering, leases the land
and restaurant building from an entity controllgdSieven L. Ortiz, our Chief Operating Officer. Tlease term is 15 years and will terminate
in November 2014. The lease can be renewed foatiditional terms of five years each. Rent is apipnaxely $19,000 per month. The lease
can be terminated if the tenant fails to pay tht om a timely basis, fails to maintain the inswespecified in the lease, fails to maintain the
building or property or becomes insolvent. Totaitngayments were approximately $55,000 and $50@0he 13 week periods ending
September 28, 2010 and September 29, 2009, resggcti For the 39 week periods ended Septembe2@B) and September 29, 2009, rent
payments were $0.2 million and $0.1 million, respedy.

The Bossier City, Louisiana restaurant, of whicev@h L. Ortiz owns 65.0% and we own 5.0%, leasesatind and building from an
entity owned by Mr. Ortiz. The lease term is 1angeand will terminate on March 31, 2020. Thedezen be renewed for three additional
terms of five years each. Rent is approxima$dl§y,600 per month and escalates 10% each fivepggand during the term. The next rent
escalation is in the second quarter of 2015. €hed can be terminated if the tenant fails to payen a timely basis, fails to maintain
insurance, abandons the property or becomes ingoetal rent payments were approximately $50&00 $45,000 for the 13 week periods
ended September 28, 2010 and September 29, 2Gp@ctevely. For each of the 39 week periods er@atember 28, 2010 and
September 29, 2009, rent payments were $0.1 million

We have 14 franchise and license restaurants ovimedole or part, by certain of our officers, diters or 5% shareholders at
September 28, 2010 and September 29, 2009. Thétsesepaid us fees of approximately $0.5 milliaridg each of the 13 week periods
ended September 28, 2010 and September 29, 2@p@ctively. For each of the 39 week periods er@iatember 28, 2010 and
September 29, 2009, these entities paid us feg$.6fmillion. As disclosed in note 6, we are cogéntly liable on leases which are relate
three of these restaurants.

(8) Earnings Per Share

The share and net income per share data for atigsepresented are based on the historical weiggtedage shares outstanding. The
diluted earnings per share calculations show tfezebdf the weighted-average stock options, RSUbraatricted stock awards outstanding
from our equity incentive plan as discussed in r2ote

The following table summarizes the options and ested stock that were outstanding but not includede computation of diluted
earnings per share because their inclusion woutd had an anti-dilutive effect:

13 Weeks Endec 39 Weeks Endec
September 28 September 29 September 28 September 29
2010 2009 2010 2009
Options 2,175,20:! 2,841,55! 2,188,86! 3,057,08!
Nonvested stoc 7,951 20,02% 1,713 30,34¢
Total 2,183,16! 2,861,58! 2,190,58: 3,087,43I
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The following table sets forth the calculation afighted-average shares outstanding (in thousasd®eaented in the accompanying
condensed consolidated statements of income:

13 Weeks Ended 39 Weeks Ended
September 28 September 29 September 28 September 29
2010 2009 2010 2009

Net income attributable to Tex

Roadhouse, Inc. and subsidiar $ 13,95: $ 10,69t $ 48,22¢ $ 38,77(
Basic EPS
Weightec-average common shares outstanc 71,66( 70,20 71,27¢ 69,84
Basic EPS $ 0.1¢ $ 0.1t % 0.6¢ $ 0.5¢€
Diluted EPS;
Weightec-average common shares outstanc 71,66( 70,20« 71,27: 69,84
Dilutive effect of stock options and restricted

stock 1,342 1,34¢ 1,45¢ 1,304
Share<— diluted 73,002 71,55( 72,72] 71,15
Diluted EPS $ 0.1¢ $ 0.1t $ 0.6€ $ 0.54

(9) Acquisitions

During the fourth quarter of 2009, we terminated foanchise agreement with a franchisee which dpdrane restaurant. Pursuant to
terms of the franchise agreement, we acquiredgst@aurant from the franchisee for an immaterial@amoAs a result, there was no purchase
price allocation or subsequent goodwill associatih this acquisition. We now operate the restaties a joint venture.

(10) Fair Value Measurement

ASC 820,Fair Value Measurements and Disclosu(&sSC 820"), establishes a framework for measuffiaig value and expands
disclosures about fair value measurements. ASGe8&iblishes a three-level hierarchy, which reguaire entity to maximize the use of
observable inputs and minimize the use of unobsdevaputs in measuring fair value. The valuatiderarchy is based upon the transpare
of inputs to the valuation of an asset or liabitity the measurement date.

Level 1 Inputs based on quoted prices in active marketgléntical assets.
Level 2 Inputs other than quoted prices included withinéleélvthat are observable for the assets, eithectijror indirectly.
Level 3 Inputs that are unobservable for the asset.

There were no transfers among levels within thevalue hierarchy during the 13 and 39 week perartsed September 28, 2010.

The following table presents the fair values for fimancial assets and liabilities measured orncaméng basis:

Fair Value Measurements

Level September 28, 201! December 29, 200!
Interest rate swag 2 $ (4,365 $ 31
Deferred compensation pl— asset: 1 4,82¢ 3,39(
Deferred compensation plan - liabilitie: 1 (4,809 (3,389
Total $ (4,33¢) $ 32

The fair value of our interest rate swaps wererddteed based on the present value of expectedefutash flows considering the risks
involved, including nonperformance risk, and usiligcount rates appropriate for the duration. See fAdor discussion of our interest rate
swaps.
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The Second Amended and Restated Deferred Compam&dtin of Texas Roadhouse Management Corp., asdaue(the “Deferred
Compensation Plan} a nonqualified deferred compensation plan whitdws highly compensated employees to defer récéig portion o
their compensation and contribute such amounts¢ooo more investment funds held in a rabbi tAd&.report the accounts of the rabbi trust
in our condensed consolidated financial statem@isse investments are considered trading secusitid are reported at fair value based on
third-party broker statements. The realized anéalized holding gains and losses related to the@stments, as well as the offsetting
compensation expense, are recorded in generaldmithiatrative expense on the condensed consoliddiseements of income.

The following table presents the fair values for fimancial assets and liabilities measured onra@xurring basis:

Fair Value Measurements

Level September 28, 2010 December 29, 2009
Long-lived assets held for sa 2 $ 1,59¢ $ 1,59¢
Long-lived assets held for ut 2 1,14t 1,23(
Goodwill 3 651 651
Total $ 3,39%¢ § 3,47¢

Long-lived assets held for sale include land anittimg and are valued using Level 2 inputs, prifyaan independent third party
appraisal. These assets are included in Propedequipment in our condensed consolidated balsineets as we do not expect to sell these
assets in the next 12 months. Costs to markebasdll the assets are factored into the estindtésr value.

Long-lived assets held for use include buildingjipment and furniture and fixtures and are valugidgiLevel 2 inputs, primarily
independent third party appraisal. These assetmeluded in Property and equipment in our conddre®nsolidated balance sheets.

Gooduwill in the table above relates to two undeiqrening restaurants in which the carrying valuehef associated goodwill was reduced
to fair value, based on their historical resultd anticipated future trends of operations.

At September 28, 2010 and December 29, 2009, thedlme of cash and cash equivalents, accountvaale and accounts payable
approximated their carrying value based on thetdleom nature of these instruments. The fair vaiueur long-term debt is estimated based
on the current rates offered to us for instrumentmilar terms and maturities. The carrying antewand related estimated fair values for our
debt are as follows:

September 28, 201/ December 29, 200!
Carrying Carrying
Amount Fair Value Amount Fair Value
Installment loans $ 1,907 $ 1,94¢ $ 2,03C $ 2,592
Revolver 60,00( 60,00( 99,00( 99,00(

(11) Stock Repurchase Program

On February 14, 2008, our Board of Directors apedoa stock repurchase program under which it aizéius to repurchase up to $2
million of our common stock. On July 8, 2008, &ward of Directors approved a $50.0 million incee@sour stock repurchase program.
Our total stock repurchase authorization increas&¥5.0 million. Under this program, we were auibed to repurchase outstanding shares
of our common stock from time to time in open matkansactions through February 14, 2010. On Ndam9, 2009, the Board of
Directors extended the expiration date on the stepkirchase program to February 14, 2011. Thegrand the amount of any repurchases
will be determined by management under paramegtabkshed by our Board of Directors, based opvtduation of our stock price, market
conditions and other corporate considerations.

For the 39 weeks ended September 28, 2010 andrsiegt®9, 2009, we did not repurchase any sharesrafommon stock. The
approximate dollar value of shares that may yaiurehased under the plan is $18.2 million.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

Texas Roadhouse is a growing, moderately pricéldséuvice restaurant chain. Our founder and chairnW. Kent Taylor, started the
business in 1993. Our mission statement is “LeggnEaod, Legendary Service®.” Our operating stratisgdesigned to position each of our
restaurants as the local hometown destination fypad segment of consumers seeking high quafftyrdable meals served with friendly,
attentive service. As of September 28, 2010, thenee 338 restaurants operating in 46 states, imgud

e 267 “company restaurants,” of which 256 were Wholvned and 11 were majority-owned. The resultsperations of company
restaurants are included in our condensed consetiddatements of income. The portion of incomebattable to minority interests in
company restaurants that are not wholly-ownedfisatd in the line item entitled “Net income dturtable to noncontrolling interests” in our
condensed consolidated statements of income.

» 71 “franchise restaurants,” of which 68 were &fsise restaurants and three were license restaukéfethave a 5.0% to 10.0% ownership
interest in 21 franchise restaurants. The incoer&veld from our minority interests in these frarsehiestaurants is reported in the line item
entitled “Equity income from investments in uncolidated affiliates” in our condensed consolidate&tesnents of income. Additionally, we
provide various management services to these fisacbstaurants, as well as five additional fraseestaurants in which we have no
ownership interest.

We have contractual arrangements which grant usgheto acquire at pre-determined valuation folasy(i) the remaining equity
interests in nine of the 11 majority-owned compesstaurants, and (ii) 65 of the franchise restaaran

Presentation of Financial and Operating Data

Throughout this report, the 13 weeks ended Septe@8)2010 and September 29, 2009 are referresl @3s2010 and Q3 2009,
respectively, and the 39 weeks ended Septemb@028, and September 29, 2009 are referred to as¥Y0MDGand 2009 YTD.

Long-term Strategies to Grow Earnings Per Share
Our long-term strategies with respect to increasi@igincome and earnings per share include thevioll:

Expanding Our Restaurant BaseWe will continue to evaluate opportunities twelep Texas Roadhouse restaurants in existing am
domestic and international markets. Domestically,will remain focused primarily on mid-sized markathere we believe a significant
demand for our restaurants exists because of pigulsize, income levels, the presence of shopairentertainment centers and a
significant employment base. Our ability to expaod restaurant base is influenced by many fadiey®nd our control and therefore we r
not be able to achieve our anticipated growth. éelerated our restaurant development plans for 2082010 due, in part, to increasing
restaurant development costs, particularly durid@é2to 2009. Throughout 2010, we have focusedednaing our average capital investr
for developing our prototype restaurant by makiogding design modifications and lowering site wadsts. As a result of these changes,
we expect our average capital investment for dgietpour prototype restaurant to decrease by $@l@dmto $0.4 million from our $4.0
million average in 2009. Based on the decreasgdueant development costs we are experiencingnamebving sales through 2010 YTD,
we are increasing our restaurant development ftarz011 to approximately 20 restaurants from Bhped restaurants in 2010.
Additionally, we will also be evaluating a slighttynaller prototype late in the fourth quarter o1@@nd possibly more in 2011, which could
further reduce our restaurant development costs.

We may, at our discretion, add franchise restasralttmestically and/or internationally, primariljthvfranchisees who have
demonstrated prior success with the Texas Roadrwusther restaurant concepts and in markets ichvtiie franchisee demonstrates
superior knowledge of the demographics and restaoerating conditions. In conjunction with tkisategy, we signed our first
international franchise agreement on April 26, 26dtthe development of Texas Roadhouse restauiraeight countries in the Middle East
over the next ten years, the first of which is etpd to open in 2011. We may also look to acquiechise restaurants under terms favor.
to us and our stockholders. Additionally, from ¢ito time, we may evaluate potential mergers, atipns, joint ventures or other strategic
initiatives to acquire or develop additional contsepOf the 267 restaurants we owned and operatsdmember 28, 2010, 265 operated as
Texas Roadhouse restaurants, while two operateer tined name of Aspen Creek. The majority of ostagrant growth in 2010 will be Te»
Roadhouse restaurants; however, we plan to opeaddigonal Aspen Creek restaurant during the fogaarter of 2010 as we continue
testing the viability of the concept.

Maintaining and/or Improving Restaurant Level Ptalffility. We plan to maintain, or possibly increase, tastat level profitability
through a combination of increased comparable wesitd sales and operating cost management.

14




Table of Contents

Leveraging Our Scalable Infrastructure.To support our growth, we continue to make itmests in our infrastructure. Over the past
several years, we have made significant investmergar infrastructure, including information systs, real estate, human resources, legal,
marketing and operations. Historically, general adrthinistrative costs have increased at a slowewtirrate than our revenue. Whether we
are able to leverage our infrastructure in therutuill depend, in part, on our new restaurant apgmand our comparable restaurant sales
growth rate going forward.

Stock Repurchase PrograriVe continue to look at opportunities to repurchasecommon stock at favorable market prices under o
stock repurchase program. Currently, our BoarBicéctors has authorized us to repurchase up td$Wblion of our common stock. As of
September 28, 2010, $18.2 million worth of commtmtls remains authorized for repurchase. We madeunchases of our common stock
during the 39 weeks ended September 28, 2010.

Key Measures We Use to Evaluate Our Company
Key measures we use to evaluate and assess onessigiclude the following:

Number of Restaurant OpeningsNumber of restaurant openings reflects the nurobeestaurants opened during a particular fiscal
period. For company restaurant openings we incetopening costs, which are defined below, befogardistaurant opens. Typically new
restaurants open with an initial stag-period of higher than normalized sales volumésch decrease to a steady level approximatelyetta
six months after opening. However, although satésnaes are generally higher, so are initial castsylting in restaurant operating margins
that are generally lower during the start-up pegbdperation and increase to a steady level apmibely three to six months after opening.

Comparable Restaurant Sales GrowthComparable restaurant sales growth reflectshibage in year-over-year sales for all company
restaurants for the comparable restaurant basealéfitee the comparable restaurant base to incluskethestaurants open for a full 18 months
before the beginning of the current interim pemadluding restaurants closed during the period. @able restaurant sales growth can be
impacted by changes in guest traffic counts ortgnges in the per person average check amount. ptermichanges and the mix of menu
items sold can affect the per person average cixckint.

Average Unit Volume. Average unit volume represents the average amesiaurant sales for all company restaurants éqrea full
six months before the beginning of the period meskuAverage unit volume excludes sales on restésidosed during the period. Growth
in average unit volumes in excess of comparablkauesnt sales growth is generally an indication tigaver restaurants are operating with
sales levels in excess of the company average.eesly, growth in average unit volumes less thamigr in comparable restaurant sales
growth is generally an indication that newer restats are operating with sales levels lower thanctimpany average.

Store Weeks. Store weeks represent the number of weeks thiatampany restaurants were open during the reyppiériod.
Other Key Definitions

Restaurant Sales. Restaurant sales include gross food and beveidgs, net of promotions and discounts. Salesteallected from
customers and remitted to governmental authordiesaccounted for on a net basis and thereforexataded from restaurant sales in the
condensed consolidated statements of income.

Franchise Royalties and FeesDomestic franchisees typically pay a $40,008ahfranchise fee for each new restaurant andeatone
fee payable for each renewal period equal to thatgr of 30% of the then-current initial franchiise or $10,000 to $15,000. Franchise
royalties consist of royalties in an amount up .4 of gross sales, as defined in our franchiseeagent, paid to us by our domestic
franchisees.

Restaurant Cost of SalesRestaurant cost of sales consists of food amdrage costs.

Restaurant Labor ExpensesRestaurant labor expenses include all directiaglidect labor costs incurred in operations exdepprofit
sharing incentive compensation expenses earnedtygstaurant managers. These profit sharing exgesre reflected in restaurant other
operating expenses. Restaurant labor expensemealsde share-based compensation expense retatedtaurant-level employees.

Restaurant Rent ExpenseRestaurant rent expense includes all rent assatwvith the leasing of real estate and includsep
percentage and straight-line rent expense.

Restaurant Other Operating Expensefestaurant other operating expenses considtahar restaurantevel operating costs, the ma
components of which are utilities, supplies, adser, repair and maintenance, property taxes,itccadd fees and general liability insurance.
Profit sharing allocations to managing partners rmadket partners are also included in restaurdm@raiperating expenses.
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Pre-opening Expenses.Pre-opening expenses, which are charged to tipasaas incurred, consist of expenses incurredrbehe
opening of a new restaurant and are comprisedipathg of opening team and training salaries, tt@xpenses, rent, and food, beverage and
other initial supplies and expenses.

Depreciation and Amortization Expensedepreciation and amortization expenses (“D&#bludes the depreciation of fixed assets
amortization of intangibles with definite lives.

Impairment and closure costémpairment and closure costs include any impairneéiing-lived assets associated with restaurants
where the carrying amount of the asset is not re@ble and exceeds the fair value of the assetgmehses associated with the closure of a
restaurant. Closure costs also include any gailssees associated with the sale of a closeduresthand/or assets held for sale.

General and Administrative Expensedseneral and administrative expenses (“G&A”) evenprised of expenses associated with
corporate and administrative functions that supgevelopment and restaurant operations and prardefrastructure to support future
growth. Supervision and accounting fees recefi@u certain franchise restaurants and licensaueshts are offset against G&A. G&A
also includes share-based compensation expensedrédeexecutive officers, support center employaebarea managers, including market
partners.

Interest Expense, Net.Interest expense includes the cost of our deligations including the amortization of loan feesjuced by
interest income and capitalized interest. Interesime includes earnings on cash and cash equotgale

Equity Income from Unconsolidated AffiliatesAs of September 28, 2010 and September 29, 2009wned a 5.0% to 10.0% equity
interest in 21 franchise restaurants. Equity incémm unconsolidated affiliates represents our @etage share of net income earned by t
unconsolidated affiliates.

Net Income Attributable to Noncontrolling InterestdNet income attributable to noncontrolling inteerepresents the portion of income
attributable to the other owners of the majorityred or controlled restaurants. Our consolidatdésisliaries at September 28, 2010 and
September 29, 2009 included 11 and 10 majority-alwestaurants, respectively, all of which were open

Managing Partners and Market PartnerdMlanaging partners are single unit operators whprimary responsibility for the day-to-
day operations of the entire restaurant and appressble for maintaining the standards of qualitg performance we establish. Market
partners, generally, have supervisory responséslfior up to 12 to 15 restaurants. In additiosupervising the operations of our restaurants,
they are also responsible for the hiring and deprakent of each restaurant’s management team arsd astie new restaurant site selection
process.
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Results of Operations

13 Weeks Ended

39 Weeks Ended

September 28, 2010

September 29, 2009

September 28, 2010

September 29, 2009

($ in thousands) $ % $ % $ % $ %
Revenue
Restaurant sale 243,40! 99.1 224,41° 99.1 753,58: 99.1 708,80t 99.1
Franchise royalties and fe 2,20¢ 0.8 2,05( 0.8 6,811 0.9 6,15¢ 0.9
Total revenue 245,61: 100.( 226,46’ 100.( 760,39¢ 100.( 714,96: 100.(
Costs and expense
(As a percentage of restaurant sal
Restaurant operating cos
Cost of sale: 79,10: 32.t 74,48¢ 33.2 244 ,56( 32.t 237,84 33.€
Labor 71,83t 29.t 67,63( 30.1 221,24: 29.4 210,20: 29.7
Rent 5,32¢ 2.2 5,02¢ 2.2 15,88¢ 2.1 14,87( 2.1
Other operatiny 43,47¢ 17.¢ 38,77¢ 17.2 128,84: 17.1 119,45( 16.€
(As a percentage of total revent
Pre-opening 2,15( 0.S 1,19¢ 0.t 4,562 0.€ 4,411 0.€
Depreciation and amortizatic 10,26: 4.2 10,39t 4.€ 30,86: 4.1 31,48: 4.4
Impairment and closul 44 NM (201) NM 30z NM (2793 NM
General and administrati\ 11,96¢ 4.9 11,87: 5.2 39,26: 5.2 35,91¢ 5.C
Total costs and expens 224,16! 91.: 209,18t 92.4 685,51¢ 90.2 653,90! 91.t
Income from operatior 21,44¢ 8.7 17,28: 7.€ 74,88: 9.8 61,05¢ 8.5
Interest expense, n 644 0.3 784 0.3 2,07¢ 0.3 2,517 04
Equity income from investments in
unconsolidated affiliate (15%) (0.7 (36) NM (35%) NM (18¢) NM
Income before taxe 20,95¢ 8.5 16,53: 7.3 73,16( 9.€ 58,72¢ 8.2
Provision for income taxe 6,47¢ 2.€ 5,431 2.4 23,13 3.C 18,58: 2.€
Net income including noncontrollir
interests 14,48: 5.8 11,10: 4.9 50,021 6.€ 40,14« 5.€
Net income attributable to noncontrolli
interests 52¢ 0.2 407 0.2 1,79¢ 0.2 1,374 0.2
Net income attributable to Tex
Roadhouse, Inc. and subsidiar 13,95; 5.7 10,695 4.7 48,225 6.3 38,77( 5.4
NM — Not meaningful
Restaurant Unit Activity
Company Franchise Total
Balance at December 29, 2009 261 70 331
Openings 7 1 8
Acquisitions (Dispositions — — —
Closures (@) — @)
Balance at September 28, 2010 267 71 33¢
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Q3 2010 (13 weeks) Compared to Q3 2009 (13 weeksii 2010 YTD (39 weeks) Compared to 2009 YTD (39 wes

Restaurant Sales. Restaurant sales increased by 8.5% in Q3 20&t0rapared to Q3 2009 and by 6.3% in 2010 YTD comghéw 2009
YTD. These increases were primarily attributabléhe opening of new restaurants and an increasesrage unit volumes and comparable
restaurant sales.

The following table summarizes certain key drivansl/or attributes of restaurant sales at compastaueants for the periods presented.

Q3 2010 Q3 2009 2010 YTD 2009 YTD

Increase in store wee 3.6% 11.% 4.1% 16.8%
Increase/(decrease) in average unit volu 4.5% (5.7% 1.€% (4.9%
Other(1) 0.4% (1.9% 0.6% (1.5)%

Total increase in restaurant sa 8.5% 4.C% 6.3% 10.9%
Store week: 3,45( 3,331 10,29: 9,89:
Comparable restaurant sales gro 4.2% (4.6)% 2.1% (3.0%
Average unit volume (in thousanc $ 91z % 874 % 2,83 % 2,79z

(1) Includes the impact of the year-over-year changsmlas volume of restaurants open less than sixthmdrefore the beginning of the

period measured and, if applicable, the impacesfaurants closed during the peri

The increases in store weeks for Q3 2010 and 201D Were primarily attributable to the opening ofinestaurants. The increases in
store weeks for Q3 2009 and 2009 YTD were primagityibutable to the opening of new restaurantsthadicquisition of franchise
restaurants in 2008 YTD.

The increases in average unit volumes for Q3 2@hipared to Q3 2009 and 2010 YTD compared to 200D ¥e&re primarily driven by
a combination of positive comparable restaurargssahd higher year-over-year sales at newer rastsur For Q3 2010 and Q3 2009,
comparable restaurants sales increased 4.3% anehded 4.6%, respectively. The increase in Q3 2@Klgenerated by an increase in guest
traffic counts, partially offset by a slight de@iim our per person average check. The decred38 R0D09 was generated primarily by a
decrease in guest traffic counts, while our pes@erverage check remained fairly constant.

We have implemented certain menu pricing incretsesurtially offset impacts from higher operatirgsts and other inflationary
pressures. The following table summarizes our npgining actions for the periods shown.

Increased Menu

Pricing
April 2009 1.4%
May/June 200! 1.5%
January/February 20( 1.1%

As some guests are purchasing fewer alcoholic bgesrand/or shifting their selections to lower galicnenu items, average guest check
has not increased in line with the menu price iases above. While we have not taken any priciogeases in 2010 due to the favorable
commodities environment, we will continue to evédutne need for and test further menu price inegas we assess the current inflationary
and competitive environment.

In 2010, we plan to open 14 company restaurantgnsef which opened during 2010 YTD. We have becamstruction for all of the
remaining restaurants. In addition, we will con#rto evaluate opportunities for international depment and possibly acquire additional
franchise restaurants in the future.

Franchise Royalties and FeesFranchise royalties and fees increased by $0ldm or by 7.7% in Q3 2010 from Q3 2009 and %
million, or by 10.8% in 2010 YTD from 2009 YTD. €ke increases were primarily attributable to are@se in average unit volumes,
increasing royalty rates in conjunction with thaewal of certain franchise agreements, and theingeri a new restaurant in the second
quarter of fiscal 2010. Franchise comparable weatd sales increased 4.4% and 2.4% in Q3 201@@1Hd YTD, respectively. Franchise
restaurant count activity is shown in the restatuait activity table above.

Restaurant Cost of SalesRestaurant cost of sales, as a percentagetafirast sales, decreased to 32.5% in Q3 2010 fR2938in Q3
2009 and to 32.5% in 2010 YTD from 33.6% in 2009D¢ TThese decreases were primarily attributabtbédoenefit of lower beef costs and
lower food costs on items such as wheat and oidbasgredients. We expect commaodity cost deflatibapproximately 2.5% in 2010. For
the remainder of 2010, we have fixed price consrémt approximately 75% of our overall food costwthe remainder subject to fluctuating
market prices. We expect commodity cost inflatibagproximately 2.0%-3.0% in 2011.
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Restaurant Labor ExpensedRestaurant labor expenses, as a percentagetadinast sales, decreased to 29.5% in Q3 2010 fa?@in
Q3 2009 and to 29.4% in 2010 YTD from 29.7% in 200®. These decreases were primarily attributablan increase in average unit
volumes and lower state unemployment tax experastalty offset by higher average wage rates. #iddally, lower workers’ compensation
claims experience resulted in lower year-over-yeankers’ compensation expense for Q3 2010. Higlverage hourly wage rates resulted
from several state-mandated increases in minimuhtiprwage rates throughout 2009, including incesda federal minimum wage rate in
July 2009. While we have experienced lower stasmployment tax expense throughout 2010 YTD contpar®009 YTD, we expect to
experience higher expense in the fourth quart@0&D compared to the fourth quarter of 2009, duedreedit of $1.2 million recorded in the
fourth quarter of 2009 related to refunds of uneayplent taxes related to fiscal 2009 for variousestaWe anticipate our labor costs will
continue to be pressured by inflation, which isnaiily caused by federal and stat@ndated increases in minimum and tip wage rakbese
increases may or may not be offset by additionalum@ice adjustments.

Restaurant Rent ExpenseRestaurant rent expense, as a percentage afirast sales, remained the same at 2.2% in Q3 @fithPared
to Q3 2009 and 2.1% in 2010 YTD compared to 200®DY The benefit from an increase in average urlitmes was offset by the impact of
leasing more land and buildings than we have impt.

Restaurant Other Operating ExpensesRestaurant other operating expenses, as a pereeanftagstaurant sales, increased to 17.9% in
Q3 2010 from 17.3% in Q3 2009 and to 17.1% in 20T from 16.9% in 2009 YTD. The increase in Q3 Q@tas primarily attributable to
higher general liability insurance costs and higtests for managing partner and market partner $gs)as a percentage of sales, partially
offset by an increase in average unit volumes20ih0 YTD, higher costs for managing partner andketgsartner bonuses, as a percentage of
sales, and higher general liability insurance cagtiee offset by an increase in average unit voluameslower costs for utilities and supplies.
Managing partner and market partner bonus expemseshigher in Q3 2010 and 2010 YTD as a resulnpfoved restaurant sales and
margins. General liability insurance costs werdg$illion higher in Q3 2010 primarily due to ch&sgn our claims development history
based on our Q3 2010 actuarial report.

Restaurant Pre-opening Expense®re-opening expenses increased to $2.2 millidp3 2010 from $1.2 million in Q3 2009 and
increased to $4.6 million in 2010 YTD from $4.4 Ioih in 2009 YTD. These increases were primarttyilzutable to more restaurants in the
development pipeline during the third quarter of@@s compared to the third quarter of 2009, piilsndriven by our plan to open
approximately 20 company restaurants in 2011 ageaoead to 14 company restaurants in 2010. Pre-ogeists will fluctuate from period
to period based on the number and timing of reat#wpenings and the number and timing of restaunanagers hired. Based on our
increased restaurant development plans, we expedpening expense to be higher in 2011.

Depreciation and Amortization Expense (‘D&A”).D&A, as a percentage of total revenue, decretsdd®?% in Q3 2010 from 4.6% in
Q3 2009 and to 4.1% in 2010 YTD from 4.4% in 200BDY These decreases were primarily attributablntincrease in average unit
volumes and lower depreciation expense on oldéaueants, partially offset by higher constructiasts and other capital spending on new
restaurants.

Impairment and Closure Expensefmpairment and closure expenses increased t@@d4n Q3 2010 compared to ($0.2) million in Q2
2009 and $0.3 million in 2010 YTD compared to ($0r8llion in 2009 YTD. The costs in Q3 2010 arénparrily attributable to various
restaurant closures, while 2010 YTD also includegairment expense of $0.1 million related to th#eadown of equipment associated with
one restaurant, which was closed in Q2 2010. 2@, we closed two restaurants and recordednacf&0.6 million due to the sale of one
of these restaurants, which was partially offsetlogure costs of $0.4 million related to the secmstaurant.

General and Administrative Expenses (“G&A")G&A, as a percentage of total revenue, decreasé®®6 in Q3 2010 from 5.2% in Q3
2009 and increased to 5.2% in 2010 YTD from 5.09%089 YTD. The decrease in Q3 2010 was primattiybaitable to lower performance-
based bonus expense recorded in Q3 2010 compatieel performance-based bonus expense recorded 2008 We recorded additional
bonus expense for executives and other supporercentployees of $0.6 million in Q3 2010 compare@® million in Q3 2009. For the
remainder of 2010, we expect bonus expense to lbe camnparable to the same period in 2009. Theass in 2010 YTD was primarily
attributable to higher costs related to our anmuehaging partner conference in Q2 2010. Costsidsd with our annual conference were
$3.4 million in 2010 YTD compared to $2.0 milliom2009 YTD. The majority of these costs were inedrduring our second fiscal quarter
in each year. We anticipate that the costs as®eaciwith our 2011 annual conference will be appraately $2.0-$2.5 million.

Interest Expense, Net.Interest expense decreased to $0.6 million ir2@B) from $0.8 million in Q3 2009 and $2.1 million2010
YTD from $2.5 million in 2009 YTD. These decreasese primarily attributable to the decrease irstartding borrowings under our credit
facility and lower interest rates, partially off¢st lower capitalized interest. Lower capitalizetérest was primarily due to slower restaurant
development in 2010 YTD compared to 2009 YTD.
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Income Tax ExpenseWe account for income taxes in accordance witlafdral Accounting Standards Board (“FASB”) Accouti
Standards Caodification (“ASC”) 740ncome Taxes (“ASC 740")Our effective tax rate decreased to 31.7% in Q3ZBdm 33.7% in Q3
2009, and remained the same at 32.4% in 2010 YTopeoed to 2009 YTD.

The decrease in Q3 2010 was primarily attributédleigher work opportunity tax credits and lowensaeductible stock compensation
expense. The decrease was partially offset bintphact of higher profitability, which led to a lowbenefit, on a percentage basis, of federal
tax credits and an increase in the non-deductililitofficer's compensation. The higher work oppoity tax credits resulted from the
expansion of the federal program for disconnectadly.

In 2010 YTD, the increase in work opportunity tardits and lower non-deductible stock compensatigrense was offset by the impact
of higher profitability, which led to a lower beiftebn a percentage basis, of federal tax creditsam increase in the non-deductibility of
officer’'s compensation.

We expect the effective tax rate to be approxinya@@l4% for fiscal 2010.

Liquidity and Capital Resources

The following table presents a summary of our mshorovided by (used in) operating, investing famahcing activities:

39 Weeks Endec

September 28, 201! September 29, 200!
Net cash provided by operating activit $ 74,302 % 68,29¢
Net cash used in investing activiti (31,427 (32,46()
Net cash used in financing activiti (34,31) (5,26))
Net increase in cash and cash equival $ 8,567 $ 30,57¢

Net cash provided by operating activities was $milBon in 2010 YTD compared to $68.3 million i®@9 YTD. This increase was
primarily due to higher net income, partially off&y other changes in working capital and defemedme taxes. Netincome was $9.9
million higher as a result of having more restatsapen, average unit volume growth and higher marg

Our operations have not required significant wagkiapital and, like many restaurant companies, ave bbeen able to operate with
negative working capital. Sales are primarilydash, and restaurant operations do not requirdfisim inventories or receivables. In
addition, we receive trade credit for the purchafsi®od, beverages and supplies, thereby redutiagéed for incremental working capital to
support growth.

Net cash used in investing activities was $31.4ianilin 2010 YTD compared to $32.5 million in 2099D. This slight decrease was
primarily due to spending on capital expenditurégile we opened seven company restaurants in 20IDcompared to 12 company
restaurants in 2009 YTD, we have more restaurarttsei development pipeline during 2010 YTD as camg&o 2009 YTD. As a result,
spending on capital expenditures only decreasgHtsliin 2010 YTD.

We require capital principally for the developmehhew company restaurants and the refurbishmeexisfing restaurants. We either
lease our restaurant site locations under operégames for periods of five to 30 years (includiegewal periods) or purchase the land where
it is cost effective. As of September 28, 2010, @flthe 267 company restaurants had been develmpéthd which we owned.

Our future capital requirements will primarily deygeon the number of new restaurants we open antihtiveg of those openings and the
restaurant prototype developed in a given fiscaly€hese requirements will include costs direstlpted to opening new restaurants and
also include costs necessary to ensure that aasindicture is able to support a larger restalrase. In fiscal 2010, we expect our capital
expenditures to be approximately $50.0 million, tiegority of which will relate to planned restaurapenings. This amount excludes any
cash used for franchise acquisitions. We interghtsfy our capital requirements over the nexintihiths with cash on hand, net cash
provided by operating activities and, if neededd®iavailable under our credit facility. For 20@, anticipate net cash provided by
operating activities will exceed capital expendirwhich we currently plan to use to repay borngwiunder our credit facility and/or
increase our cash balance. Currently, our intettt istain our future earnings, if any, primarityfinance the future development and
operation of our business.

Net cash used in financing activities was $34.3ionilin 2010 YTD as compared to $5.3 million in B00TD. This increase was
primarily due to paying down more on borrowings eindur credit facility.
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On February 14, 2008, our Board of Directors appdoa stock repurchase program to repurchase W2bt0 #illion of common stock.
On July 8, 2008, our Board of Directors approveéb@.0 million increase in our stock repurchase oy thereby increasing our total stock
repurchase authorization to $75.0 million. Undes program, we were authorized to repurchase andstg shares from time to time in open
market transactions through February 14, 2010.N@rember 19, 2009, our Board of Directors apprabedextension of this date to
February 14, 2011. No repurchases were made d€ihg YTD or 2009 YTD. The timing and the amouh&oy repurchases will be
determined by our management under parameterdislabby our Board of Directors, based on its eatbn of our stock price, market
conditions and other corporate considerations.agproximate dollar value of shares that may ygiurehased under the plan is $18.2
million.

In 2010 YTD, we paid distributions of $1.7 millida equity holders of ten of our majoripwned company restaurants. In 2009 YTD,
paid distributions of $1.7 million to equity holdesf nine of our majority-owned company restaurants

We have a $250.0 million fivgear revolving credit facility with a syndicate @mmercial lenders led by Bank of America, N.A.nBaf
America Securities LLC and PNC Bank. The faciégpires on May 31, 2012. The terms of the faci@guire us to pay interest on
outstanding borrowings at LIBOR plus a margin &3 to 0.875%, depending on our leverage ratith@Base Rate, which is the higher of
the issuing bank’s prime lending rate or the Fdderals rate plus 0.50%. We are also requiredatpgpcommitment fee of 0.10% to 0.175%
per year on any unused portion of the facility, eteging on our leverage ratio. The weighted-avenaigeest rate for the revolver at
September 28, 2010 and December 29, 2009 was 3aRBd%.36%, respectively, including interest ratessv

The lenders’ obligation to extend credit underftmdlity depends on us maintaining certain finahc@enants, including a minimum
consolidated fixed charge coverage ratio of 2.00.60 and a maximum consolidated leverage rat@d to 1.00. The credit facility permits
us to incur additional secured or unsecured indigtetes outside the facility, except for the incuceeaf secured indebtedness that in the
aggregate exceeds 20% of our consolidated tangéilevorth or circumstances where the incurrenceotired or unsecured indebtedness
would prevent us from complying with our financtalvenants. We were in compliance with all covesastof September 28, 2010.

At September 28, 2010, we had $60.0 million of tautding borrowings under our credit facility and$X4 million of availability net of
$3.6 million of outstanding letters of credit. dddition, we had various other notes payable todeil.9 million with interest rates ranging
from 10.46% to 10.80%. Each of these notes relatde financing of specific restaurants. Ourltateighted-average effective interest rate
at September 28, 2010 was 3.46%, including inteegstswaps.

On October 22, 2008, we entered into an interéstswap, starting on November 7, 2008, with a mati@mount of $25.0 million to
hedge a portion of the cash flows of our variabte icredit facility. We have designated the irderate swap as a cash flow hedge of our
exposure to variability in future cash flows attriéable to interest payments on a $25.0 milliondhenof floating rate debt borrowed under
revolving credit facility. Under the terms of teeap, we pay a fixed rate of 3.83% on the $25.0anihotional amount and receive paymt
from the counterparty based on the 1-month LIBOR far a term ending on November 7, 2015, effettivesulting in a fixed rate LIBOR
component of the $25.0 million notional amount. ©@aunterparty in this interest rate swap is J.Prddo Chase, N.A.

On January 7, 2009, we entered into another irttesiss swap, starting on February 7, 2009, witlottonal amount of $25.0 million to
hedge a portion of the cash flows of our variabte icredit facility. We have designated the irderate swap as a cash flow hedge of our
exposure to variability in future cash flows attriéable to interest payments on a $25.0 milliondhenof floating rate debt borrowed under
revolving credit facility. Under the terms of teeap, we pay a fixed rate of 2.34% on the $25.0anihotional amount and receive paymt
from the counterparty based on the 1-month LIBOR far a term ending on January 7, 2016, effectivesulting in a fixed rate LIBOR
component of the $25.0 million notional amount. r @ounterparty in this interest rate swap is J.Brddn Chase, N.A.
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Contractual Obligations

The following table summarizes the amount of payimene under specified contractual obligationsfe&eptember 28, 2010:

Payments Due by Perioc

Less than 1-3 3-5 More than
Total 1 year Years Years 5 years
(in thousands)
Long-term debt obligation $ 61,907 $ 18C $ 60,427 $ 528 $ 781
Capital lease obligatior 337 87 202 48 —
Interest (1, 12,27( 2,40¢ 4,071 3,94( 1,85:
Operating lease obligatiol 213,39: 16,12 40,83: 39,67t 116,76:
Capital obligations 24,09¢ 24,09¢ —

Total contractual obligations (2) $§ 312,000 $ 42,89« $ 10552 $ 44,18t $ 119,39

(1) Assumes constant rate until maturity for our fixeedl variable rate debt and capital lease obligation

Uses interest rates as of September 28, 2010 foraviable rate debt. Interest payments on ouable-rate revolving credit facility
balance at September 28, 2010 are calculated loasg assumption that debt relating to the inteste swaps covering notional
amounts totaling $50.0 million remains outstandingjl the expiration of the respective swap arrangets. The interest rates used in
determining interest payments to be made undentbeest rate swap agreements were determinedkmgtthe applicable fixed rate of
each swap plus the 0.75% margin, which was in effeof September 28, 2010. Additionally, we hassumed $10.0 million in
revolving credit facility borrowings not covered Interest rate swaps is outstanding until the drttie@2010 fiscal year and have
calculated interest payments using the weightedagecinterest rate of 3.24%, which is the interat associated with our revolving
credit facility as of September 28, 2010.

(2) This amount excludes approximately $21,000 of wgaized tax benefits under FASB ASC 746¢come Taxes

The Company has no material minimum purchase comenits with its vendors that extend beyond a y&ae note 6 to the condensed
consolidated financial statements for details oftcrctual obligations.

Off-Balance Sheet Arrangements
Except for operating leases (primarily restauraasés), we do not have any off-balance sheet anmzengs.
Guarantees

We entered into real estate lease agreementsafuetiise restaurants located in Everett, MA, Longm®@®, Montgomeryville, PA,
Fargo, ND and Logan, UT prior to our granting fraise rights for those restaurants. We have subséguessigned the leases to the
franchisees, but we remain contingently liable fifaamchisee defaults under the terms of a lease Lbmgmont lease expires in May 2014, the
Everett lease expires in February 2018, the Montggwille lease expires in June 2021, the Fargcelexgires in July 2016 and the Logan
lease expires in August 2019. As the fair valuthebe guarantees is not considered significantabiity value has been recorded.

Recently Issued Accounting Standards

Fair Value Measures and Disclosures
(Accounting Standards Update (*ASU”) 2010-06)

In January 2010, the FASB issued ASU 2010-06 whitlends Accounting Standards Codification (“ASC}it0820,Fair Value
Measures and Disclosur.. ASU No. 2010-06 amends the ASC to require dgae of transfer into and out of Level 1 and Le/&ir value
measurements, and also require more detailed disd@bout the activity within Level 3 fair valueasurements. The changes as a result of
this update are effective for annual and interiporéng periods beginning after December 15, 2@28 2010 fiscal year), except for
requirements related to Level 3 disclosures, whigheffective for annual and interim reporting pds beginning after December 15, 2010
(our 2011 fiscal year). This guidance requires déesglosures only, and will have no impact on camsolidated financial position, results of
operations or cash flows.

Consolidation of Variable Interest Entities — Amerd
(To be included in ASC 810, “Consolidation”, preugdy SFAS 167, “Amendments to FASB Interpretation46(R)”)

ASC 810 provides guidance for determining the printgeneficiary of a variable interest entity. kid&tion, ASC 810 requires ongoing
assessments of whether an enterprise is the pripgamgficiary of a variable interest entity. ASM84 effective for the first annual and
interim reporting periods that begin after Novemb®y 2009 (our fiscal year 2010). The adoptioASEC 810 had no impact on our
consolidated financial position, results of openasi and cash flows.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

We are exposed to market risk from changes inasteates on debt and changes in commodity pi@asexposure to interest rate
fluctuations is limited to our outstanding bank tiahd dependent on the interest rate option wesshtmutilize under our revolving line of
credit. Our options for the rate are the Base Raltéch is the higher of the issuing bank’s priraeding rate or the Federal Funds rate plus
0.50%, or the London Interbank Offered Rate (“LIBQBlus an applicable margin. At September 28,@28tre was $60.0 million
outstanding under our revolving line of credit whizears interest at approximately 50 to 87.5 hawiists (depending on our leverage ratios)
over LIBOR. Our various other notes payable &ta$1.9 million at September 28, 2010 and had fra¢els ranging from 10.46% to
10.80%. Should interest rates on our variablelvateowings increase by one percentage point, stimated annual interest expense would
increase by $0.6 million.

On October 22, 2008, we entered into an interéstswap, starting on November 7, 2008, with a mati@mount of $25.0 million to
hedge a portion of the cash flows of our variable borrowings. We have designated the interestssaap as a cash flow hedge of our
exposure to variability in future cash flows attriéable to interest payments on a $25.0 milliondhenof floating rate debt borrowed under
revolving credit facility. Under the terms of theap, we pay a fixed rate of 3.83% on the $25.0iomlhotional amount and receive payments
from the counterparty based on the 1-month LIBOR far a term ending on November 7, 2015, effettivesulting in a fixed rate on the
LIBOR component of the $25.0 million notional amaun

On January 7, 2009, we entered into another irteats swap, starting February 7, 2009, with aamati amount of $25.0 million to hed
a portion of the cash flows of our variable ratedir facility. We have designated the interest matvap as a cash flow hedge of our exposure
to variability in future cash flows attributableitderest payments on a $25.0 million tranche aditihg rate debt borrowed under our
revolving credit facility. Under the terms of te@ap, we pay a fixed rate of 2.34% on the $25.0anihotional amount and receive paymt
from the counterparty based on the 1-month LIBOR far a term ending on January 7, 2016, effectivesulting in a fixed rate LIBOR
component of the $25.0 million notional amount.

By using derivative instruments to hedge expostoehanges in interest rates, we expose oursedva®dlit risk. Credit risk is the failure
of the counterparty to perform under the termshefderivative contract. We minimize the credit figkentering into transactions with high-
quality counterparties whose credit rating is eat#dd on a quarterly basis. Our counterparty inrterest rate swaps is J.P. Morgan Chase,
N.A.

Many of the ingredients used in the products soldur restaurants are commaodities that are sutmaatpredictable price volatility.
Currently, we do not utilize fixed price contrafits certain commodities such as produce and chéesesfore, we are subject to prevailing
market conditions when purchasing those types wincodities. For other commodities, we employ varipuschasing and pricing contract
techniques in an effort to minimize volatility, inding fixed price contracts for terms of generalhye year or less and negotiating prices with
vendors with reference to fluctuating market pricége currently do not use financial instrumentiédge commodity prices, but we will
continue to evaluate their effectiveness. Extrentéa long term increases in commaodity prices caaldersely affect our future results,
especially if we are unable, primarily due to cotitpee reasons, to increase menu prices. Additignélthere is a time lag between the
increasing commodity prices and our ability to @ase menu prices or if we believe the commodityepinicrease to be short in duration and
we choose not to pass on the cost increases, ortrtshm financial results could be negatively afésl.

We are subject to business risk as our beef supplighly dependent upon two to four vendors.héfge vendors were unable to fulfill
their obligations under their contracts, we mayoemter supply shortages and incur higher costedars adequate supplies, any of which
would harm our business.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures

We have evaluated the effectiveness of the desidroperation of our disclosure controls and procesipursuant to, and as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e) aseoétid of the period covered by this report. Basethe evaluation, performed under the
supervision and with the participation of our magragnt, including the Chief Executive Officer (tt@EO") and the Chief Financial Officer
(the “CFQO”),our management, including the CEO and CFO, condltiti&t our disclosure controls and procedures wHegtive as of the er
of the period covered by this report.

Changes in internal control

During the period covered by this report, thereavaw changes with respect to our internal contvet éinancial reporting that materially
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting
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PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Occasionally, we are a defendant in litigationiagsn the ordinary course of our business, inalgdislip and fall’ accidents,
employment related claims and claims from guestengployees alleging illness, injury or food qualitgalth or operational concerns. None
of these types of litigation, most of which are emd by insurance, has had a material effect @andsas of the date of this report, we are not
party to any litigation that we believe would havenaterial adverse effect on our business.

On October 8, 2010, the U.S. Equal Employment Oppdty Commission (“EEOC”) for the Boston Area @ffiissued a determination
letter in Charge No. 523-2009-00643 alleging thatemgaged in a pattern and practice of age diswaiion in hiring for certain restaurant
positions in violation of the Age Discrimination Employment Act. The determination alleges thatliapnts over the age of 40 were denied
employment in our restaurants in host, server ames assistant positions solely due to their ajge EEOC is seeking remedial actions and
the payment of damages to the disaffected appticame have denied the allegation and intend toreigsly defend against the charge. The
EEOC has invited us to participate in its conditiatprocess, and we have agreed to do so. Basttkqreliminary status of this matter, we
cannot estimate the possible amount or range sf ibany, associated with this matter.

ITEM 1A. RISK FACTORS

Information regarding risk factors appears in oanfal Report on Form 10-K for the year ended Deeer@b, 2009, under the heading
“Special Note Regarding Forward-looking Statemeatsd in the Form 10-K Part |, Item 1A, Risk Factofhere have been no material
changes from the risk factors previously disclaseaur Form 10-K.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AN D USE OF PROCEEDS

On February 14, 2008, our Board of Directors appdoa stock repurchase program under which it aizéwus to repurchase up to $2
million of our common stock through February 141@0 On July 8, 2008, our Board of Directors appoba $50.0 million increase in our
stock repurchase program. On November 19, 2009B0ard of Directors extended the expiration datéh® stock repurchase program to
February 14, 2011. We made no repurchases of constock during the 39 weeks ended September 28, 20lie approximate dollar value
of shares that may yet be purchased under thep®it8.2 million.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. (Removed and Reserved)
None.
ITEM 5. OTHER INFORMATION.

None.

ITEM 6. EXHIBITS.

Exhibit No. Description

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioB8e906 of the
Sarbane-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioB8e906 of the

Sarbane-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

TEXAS ROADHOUSE, INC

Date: November 5, 2010 By: /s/ G.J. Har

G.J. Harl
President, Chief Executive Offic
(principal executive officer

Date: November 5, 2010 By: /s/ Scott M. Colos
Scott M. Colos
Chief Financial Office
(principal financial officer’
(chief accounting officer
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT

I, G.J. Hart, certify that:
1. | bhave reviewed this report on Form 10-J ekas Roadhouse, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial stat@is) and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4.  The registrant’s other certifying officardal are responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durithg toeriod in which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtyepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenttsi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigat occurred during the registramthost
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasopndikély
to materially affect, the registrant’s internal tmhover financial reporting; and

5.  The registrant’s other certifying officerdal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Date: November 5, 2010 By: /sl G.J. HART

G.J. Harl
President, Chief Executive Offic




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT

I, Scott M. Colosi, certify that:
1. I have reviewed this report on Form 10fQexas Roadhouse, Inc.;

2. Based on my knowledge, this report doésaotain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statets, and other financial information includedktiis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4, The registrant’s other certifying officnd | are responsible for establishing and maiirtgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) Designed such internal control over financgdorting, or caused such internal control oveariitial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtepted accounting principles;

(c) Evaluated the effectiveness of the registeaditsclosure controls and procedures and preséntais report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotdigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officemd | have disclosed, based on our most recent&@h of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have ais@ntifole in the registrant’s
internal control over financial reporting.

Date: November 5, 2010 By: /s/ SCOTT M. COLOS

Scott M. Colos
Chief Financial Officel




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

I, G.J. Hart, Chief Executive Officer of Texas Rbadse, Inc. (the “Company”), certify, pursuant g&on 906 of the Sarbanes-Oxley Act of
2002, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of thexPany for the quarterly period ended SeptembeR@80 (the “Report”) fully complies
with the requirements of Section 13(a) or 15(d)apglicable, of the Securities Exchange Act of 138w

(2) The information contained in the Reportlfapresents, in all material respects, the findnmadition and results of operations of the
Company.

Date: November 5, 2010 By: /s/ G.J. HART

G.J. Harl
President, Chief Executive Offic




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

I, Scott M. Colosi, Chief Financial Officer of Tex&oadhouse, Inc. (the “Company”), certify, purguarSection 906 of the Sarbanes-Oxley
Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of thex(Pany for the quarterly period ended Septembe2@80 (the “Report”) fully complies
with the requirements of Section 13(a) or 15(d)apglicable, of the Securities Exchange Act of 1%8%w

(2) The information contained in the Reportlfapresents, in all material respects, the findnmadition and results of operations of the
Company.

Date: November 5, 2010 By: /s/ SCOTT M. COLOS

Scott M. Colos
Chief Financial Officel




