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UNITED STATES
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ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
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Title of Each Class Name of Each Exchange on Which Registered
Common Stock, par value $0.001 per s Nasdaq Global Select Mark
Securities registered pursuant to Section 12(gheRct:
None
Indicate by check mark if the registramaiwell-known seasoned issuer, as defined in Reof the Securities Act. Yelsl No
O

Indicate by check mark if the registranhot required to file reports pursuant to Sectidror Section 15(d) of the Exchange Act. Yigs
No

Indicate by check mark whether regist(apthas filed all reports required to be filed kgcBon 13 or 15(d) of the Securities Exchange
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subject to such filing requirements for the pastégs. Yeslxl No O



Indicate by check mark whether the registhas submitted electronically and posted oodtporate Web site, if any, every Interactive
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period that the registrant was required to submit gost such files). Ye&l No O

Indicate by check mark if disclosure ofimiguent filers pursuant to Item 405 of Regulat##iK is not contained herein, and will not be
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Form 10-K or any amendment to the Form 108. .

Indicate by check mark whether the regittis a large accelerated filer, an accelerated & nonaccelerated filer or a smaller report
company. See definitions of "large accelerated"filaccelerated filer" and "smaller reporting camp” in Rule 12b-2 of the Exchange Act.

Large accelerated fileX] Accelerated filer Non-accelerated fileid Smaller reporting compan
Indicate by check mark whether the regitttis a shell company (as defined in Rule 12b-thefExchange Act). Yegl No

The aggregate market value of the votingksheld by non-affiliates of the registrant agh## last day of the second fiscal quarter ended
June 29, 2010 was $731,957,647 based on the clsting price of $12.59. Shares of voting stock Hsieéach officer and director have been
excluded in that such persons may be deemed téiliegt@s. This determination of affiliate statusnotnecessarily a conclusive determina
for other purposes. The registrant has no shareeref/oting common stock authorized or outstandirige market value calculation was
determined using the closing stock price of our cam stock on the Nasdaq Global Select Market.

The number of shares of common stock antihg were 72,444,176 on February 18, 2011.

Portions of the registrant's definitive®r Statement for the registrant's 2011 Annual ingedf Stockholders, which is expected to be
filed pursuant to Regulation 14A within 120 daystoé registrant's fiscal year ended December 28) 28re incorporated by reference into
Part 11l of the Form 10-K. With the exception ogtportions of the Proxy Statement expressly inaatead by reference, such document shall
not be deemed filed with this Form 10-K.




Table of Contents

PART |

Iltem 1.
Iltem 1A.
Iltem 1B.
Iltem 2.
Iltem 3.
Iltem 4.

PART Il

Item 5.

Item 6.
Iltem 7.

Item 7A.
Iltem 8.
Item 9.

Iltem 9A.
Item 9B.

PART Il
Iltem 10.
Item 11.
Iltem 12.

Iltem 13.
Iltem 14.

PART IV

Item 15.

TABLE OF CONTENTS

Business

Risk Factor

Unresolved Staff Commen
Properties

Legal Proceeding
(Removed and Reserve

Market for Registrant's Common Equity, Related Bbotder Matters and Issuer
Purchases of Equity Securiti

Selected Financial Da

Management's Discussion and Analysis of Financtaddtion and Results of
Operations

Quantitative and Qualitative Disclosures About MarRisk

Financial Statements and Supplementary |

Changes in and Disagreements with Accountants @ouing and Financial
Disclosure

Controls and Procedur

Other Informatior

Directors, Executive Officers and Corporate Goveoa

Executive Compensatic

Security Ownership of Certain Beneficial Owners dahagement and Related
Stockholder Matter

Certain Relationships and Related TransactionsParattor Independenc

Principal Accounting Fees and Servi

Exhibits, Financial Statement Schedt

Signatures

Page

16
26
26
27
28

28
31

33
50
51

51

51
52

53
53

53

53
53

54

58




Table of Contents

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contairseients about future events and expectationgdimatitute forward-looking statements
within the meaning of Section 27A of the Securitfes of 1933, as amended, and Section 21E of tleer8ies Exchange Act of 1934, as
amended. Forwartboking statements are based on our beliefs, assumspand expectations of our future financial apédrating performant
and growth plans, taking into account the informagurrently available to us. These statementsairstatements of historical fact. Forward-
looking statements involve risks and uncertaintiad may cause our actual results to differ matgrieom the expectations of future results
we express or imply in any forward-looking statetsein addition to the other factors discussed ufiResk Factors" elsewhere in this report,
factors that could contribute to these differerinekide, but are not limited to:

. our ability to raise capital in the future;

. our ability to successfully execute our growth t&tgy;

. our ability to successfully open new restaurardguae franchise restaurants or execute otheregfi@transactions;

. our ability to increase and/or maintain sales amditg at our existing restaurants;

. our ability to integrate the franchise or otheitaesants which we acquire or develop;

. the continued service of key management personnel;

. health concerns about our food products;

. our ability to attract, motivate and retain qualifiemployees;

. the impact of federal, state or local governmegulations relating to our employees or productiod the sale of food and

alcoholic beverages;

. the impact of litigation;

. the cost of our principal food products;

. labor shortages or increased labor costs;

. inflationary increases in the costs of constructiod real estate;

. changes in consumer preferences and demographistre

. increasing competition in the restaurant industry;

. our ability to successfully expand into new doneatid international markets;

. risks associated with partnering with franchiseestber investment partners in international magkeith whom we have no

prior history and whose interests may not aligrhveitirs;

. the rate of growth of general and administrativeesses associated with building a strengthenedcatginfrastructure to
support our growth initiatives;

. negative publicity regarding food safety, healtha®rns and other food or beverage related matters;
. our franchisees' adherence to our practices, psl@nd procedures;

. potential fluctuation in our quarterly operatingutis due to seasonality and other factors;

. supply and delivery shortages or interruptions;

. inadequate protection of our intellectual property;
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. volatility of actuarially determined insurance lessand loss estimates;

. adoption of new, or changes in existing, accounpiolicies and practices;

. adverse weather conditions which impact guestitratfour restaurants; and
. adverse economic conditions.

The words "believe,” "may," "should," "anfiate," "estimate,"” "expect," "intend," "objectjV&seek," "plan," "strive" or similar words,
or the negatives of these words, identify forwardking statements. We qualify any forward-lookitatsments entirely by these cautionary
factors.

Other risks, uncertainties and factorsluding those discussed under "Risk Factors," coalgse our actual results to differ materially
from those projected in any forward-looking stataeteeve make.

We assume no obligation to publicly updateevise these forward-looking statements for @ason, or to update the reasons actual
results could differ materially from those antidigdin these forward-looking statements, even\f mdormation becomes available in the
future.
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PART |
ITEM 1—BUSINESS

Texas Roadhouse, Inc. ("Texas RoadhoustieciCompany") was incorporated under the lawthefstate of Delaware in 2004. From
April 1, 1997 through October 8, 2004, the busireddhie Company was conducted by Texas Roadhoukbinge LLC ("Holdings") and its
affiliates. On October 8, 2004, Holdings and itolifrowned and majority-owned affiliates complegedeorganization and initial public
offering. In connection with the reorganization gnublic offering, Holdings became a subsidiaryhaf Company. The principal executive
office is located in Louisville, Kentucky.

General Development of Business

Texas Roadhouse is a growing, moderatétegy full-service, casual dining restaurant ch@ar founder and chairman, W. Kent
Taylor, started the business in 1993. Our missiatesent is "Legendary Food, Legendary Service®@u' @perating strategy is designed to
position each of our restaurants as the local hawretdestination for a broad segment of consumekirsg high quality, affordable meals
served with friendly, attentive service. As of Dedxer 28, 2010, we owned and operated 274 restaurad8 states and franchised and
licensed an additional 71 restaurants in 24 st@gthe 274 restaurants we owned and operatec &t of 2010, 271 operated as Texas
Roadhouse restaurants, while three operated uheerame of Aspen Creek. All of our restaurant ghowt2011 will be Texas Roadhouse
restaurants, as we continue testing the viabifithhe Aspen Creek restaurant concept.

Financial Information about Operating Segments

As of December 28, 2010, we operated 23thveants, each as a single operating segmentrarthised and licensed an additional 71
restaurants. The restaurants operate exclusiveheity.S. within the casual dining segment of #saurant industry, providing similar
products to similar customers. The restaurantsdssess similar pricing structures, resultingnmlar long-term expected financial
performance characteristics. We consider our restaéuand franchising operations as similar and lamggegated them into a single reporti
segment.

Narrative Description of Business

Texas Roadhouse is a full-service, casmahgl restaurant chain. We offer an assortmenpetilly seasoned and aged steaks hand-cut
daily on the premises and cooked to order over gparfired grills. In addition to steaks, we als$f@oour guests a selection of ribs, fish,
seafood, chicken, pork chops, pulled pork and \adgetplates, and an assortment of hamburgers,ssafatisandwiches. The majority of our
entrées include two made-from-scratch side itemd vee offer all our guests a free unlimited supgflyoasted in-shell peanuts and made-
from-scratch yeast rolls.

The operating strategy that underlies ttoevth of our concept is built on the following kegmponents:

. Offering high quality, freshly prepared food/e place a great deal of emphasis on ensuringuests receive high quality,
freshly prepared food. We hand-cut almost all afsigaks and make all of our sides from scratchpaks of our process, we
have developed proprietary recipes to provide abascy in quality and taste throughout all restaisrdNe expect a
management level employee to inspect every engfigdit leaves the kitchen to confirm it matchwes guest's order and me
our standards for quality, appearance and presemtét addition, we employ a team of product casctvhose function is to
provide continual, hands-on training and educatiioour kitchen staff for the purpose of assuringarm adherence to
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recipes, food preparation procedures, food satatydsirds, food appearance, freshness and portien si

. Offering performance-based manager compensatidfe offer a performance-based compensation progwasur individual
restaurant managers and multi-restaurant supesyigtio are called "managing partners" and "mar&gnprs," respectively.
Each of these partners earns a base salary peigarpance bonus, which represents a percentagactf of their respective
restaurant's pre-tax net income. By providing antiers with a significant stake in the successuofrestaurants, we believe
that we are able to attract and retain talentegegenced and highly motivated managing and mar&ghers.

. Focusing on dinner.In a high percentage of our restaurants, we lmitoperating hours to dinner only during the vasls.
By focusing on dinner, our restaurant teams hay@dpare for and manage only one shift per dayndutie week. We believe
this allows our restaurant teams to offer highalityy more consistent food and service to our trié&/e believe the dinner
focus provides a better "quality-of-life" for ouramagement teams and, therefore, is a key ingreiettracting and retaining
talented and experienced management personnells&/éaus on keeping our table-to-server ratios towallow our servers to
truly focus on their guests and serve their needspersonal, individualized manner.

. Offering attractive price points.We offer our food and beverages at moderate poaats that are as low as or lower than
those offered by many of our competitors. Withicteeenu category, we offer a choice of severakppiints with the goal of
fulfilling each guest's budget and value expectetid-or example, our steak entrées, which inclodehoice of two side iterr
generally range from $8.99 for our 6-ounce sirkoii$20.99 for our 18-ounce T-bone. The per guestage check for the
restaurants we owned and operated in 2010 wasxpmtely $14.63. Per guest average check represesttsurant sales
divided by the number of guests served. We consitleach sale of an entrée to be a single guesidsedur per guest average
check is influenced by our weekday dinner only focu

. Creating a fun and comfortable atmospher@/e believe the atmosphere we establish in otauesnts is a key component for
fostering repeat business. Our restaurants featuustic southwestern lodge décor accentuatedhaitial-painted murals, neon
signs, and southwestern prints, rugs and artiféatditionally, we offer jukeboxes, which continuduglay upbeat country
hits, and in-house entertainment such as line dgremd birthday celebrations.

Unit Prototype and Economics

We design our restaurant prototypes toigea relaxed atmosphere and maximize restaurbes. €aur current prototypical restaurants
consist of a freestanding building with approxiniya®&200 to 7,000 square feet of space construmtesites of approximately 1.7 to 2.0 acres
or retail pad sites, with seating at approxima&dyto 58 tables for a total of 220 to 273 guestsluiding 15 bar seats, and parking for
approximately 150 vehicles. Our current prototypessadaptable to in-line and end cap locations asdpaces within an enclosed mall or a
shopping center.

As of December 28, 2010, we leased 157eaotms and owned 117 properties. Our 2010 averag@olume was $3.7 million, which
represents restaurant sales for all company resttauopen before June 30, 2009. The time requined fiew restaurant to reach a steady |
of cash flow is approximately three to six montsir capital investment (including cash and non-castts) for new restaurants varies
significantly depending on a number of factorsiohg, but not limited to: the square footage, latythe scope of any required site work,
type of construction labor (union or non-unionx;dbpermitting requirements, our ability to negttiiith landlords, the cost of liquor and
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other licenses and hook-up fees and geographicalitm. For 2010, the average capital investmentéxas Roadhouse restaurants
developed was $3.7 million, broken down as follows:

Average Cost Low High

Land(1) $ 1,000,000 $ 635,000 $ 1,950,00
Building(2) 1,250,00! 1,029,00! 1,613,00!
Furniture and

Equipment 975,00( 884,00( 1,051,00!
Pre-opening cost 440,00( 278,00( 625,00(
Other(3) 75,00( — 428,00(
Total $ 3,740,000 $ 2,826,000 $ 5,667,00

Q) Represents the average cost for land acquisitio@®x3s initial base rent in the event the lanktésed.
2 Includes site work costs.

) Primarily liquor licensing costs, where applicablidis cost varies based on the licensing requirésnian
each state

Our 2010 average capital investment for restaurdengloped was $0.3 million lower compared to dd0Paverage of $4.1 million, primari
due to building design modifications and lower sitark costs. Based on our ability to lower our depenent costs, in addition to our
improved average unit volumes and comparable restagales, we increased our restaurant developpfems for 2011 to approximately 20
company-owned restaurants from 14 restaurantsif.20

Site Selection

We continue to develop and refine our silection process. In analyzing each prospecttee @irr real estate team, including our
restaurant market partners, devotes significare &md resources to the evaluation of local mar&etafraphics, population density,
household income levels and site-specific charmtites such as visibility, accessibility, traffieigerators, proximity of other retail activities,
traffic counts and parking. We work actively withat estate brokers in target markets to selectduglity sites and to maintain and regularly
update our database of potential sites. We typicatjuire three to six months to locate, approve&@mtrol a restaurant site and typically f
to eight additional months to obtain necessary fisridpon receipt of permits, it requires approxieafour months to construct, equip and
open a restaurant.
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Existing Restaurant Locations
As of December 28, 2010, we had 274 compestaurants and 71 franchise restaurants in 4&ssta shown in the chart below.

Number of Restaurants
Company Franchise Total

Alabama 4 — 4
Arizona 10
Arkansas 2
California
Colorado 1
Connecticu

Delaware

Florida

Georgia

Idaho

lllinois

Indiana 1
lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachuseti
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraske
Nevada

New Hampshire
New Jerse
New Mexico
New York
North Caroling
North Dakotz
Ohio
Oklahoma
Pennsylvani:
Rhode Islanc
South Carolin:
South Dakotz
Tennesse
Texas

Utah

Vermont
Virginia

West Virginia
Wisconsin
Wyoming

Total 274
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Food

Menu. Texas Roadhouse restaurants offer a wide yasfanenu items at attractive prices that are desigo appeal to a broad range
of consumer tastes. Our dinner entrée prices giyneasage from $8.99 to $20.99, with at least 15ndirs priced under $10.00. We offer a
broad assortment of specially seasoned and agakksiacluding 6, 8, 11 and 16 oz. Sirloins; 10ab® 16 oz. Rib-eyes; 6 and 8 oz. Filets;
Prime Rib; and T-Bones, almost all of which arediant daily on the premises and cooked over opeHigal grills. We also offer our gues
a selection of fish, seafood, chicken, pork choips, pulled pork and vegetable plates, and anremeat of hamburgers, salads and
sandwiches. Entrée prices include made-from-scrgekt rolls and most include two of the followimgde-from-scratch sides: baked potato,
sweet potato, steak fries, mashed potatoes, houSaasar salad, green beans, chili, seasonedsdked beans and steamed vegetables. Our
menu allows guests to customize their meals byrorglsteaks that are "smothered" either in cheamsiens, gravy or mushrooms and baked
potatoes "loaded" with cheese and bacon. Other tems include specialty appetizers such as thettGaBlossom®" and "Chicken
Critters®" (chicken tenders). We also provide a &Pnder" menu for children that includes a sirlgieak, rib basket, Jr. Chicken Critters,
cheeseburger, hot dog and macaroni and cheeseyadld with one side item and a beverage at pgeaerally between $2.99 and $7.99.

Most of our restaurants feature a full thaat offers an extensive selection of draft andlédtbeer. Managing partners are encouraged to
tailor their beer selection to include regional émzhl brands. We serve a selection of major brarfidisuor and wine as well as margaritas.
Alcoholic beverages accounted for 10.4% of restatusales at Texas Roadhouse in fiscal 2010.

We have maintained a fairly consistent mewer time, with a selection of approximately 60nméems. We continually review our
menu to consider enhancements to existing menwsiterthe introduction of new items. We change oanwmonly after guest feedback anc
extensive study of the operational and economidigations. To maintain our high levels of food qtiahnd service, we generally remove
one menu item for every new menu item introducedssto facilitate our ability to execute high qtiatheals on a focused range of menu
items.

Food Quality and Safety. We are committed to serving a varied menu ghiguality, great tasting food items with an emjhas
freshness. We have developed proprietary recipesguare consistency in quality and taste throughbuéstaurants and provide a unique
flavor experience to our guests. At each restauyeafutlly trained meat cutter hand cuts our steaid other restaurant team members prepare
all side items and yeast rolls from scratch inrfstaurants daily. We assign individual kitchen kayges to the preparation of designated
items in order to focus on quality, consistency spéed. Additionally, we expect a management lerglloyee to inspect every entrée before
it leaves the kitchen to confirm it matches thed'seorder and meets our standards for qualityeammce and presentation.

We employ a team of product coaches whasetibn is to provide continual, hands-on trainamgl education to the kitchen staff in all
Texas Roadhouse restaurants for the purpose dbreimg the uniformity of recipes, food preparatiprocedures, food safety standards, food
appearance, freshness and portion size. The teaenty consists of over 30 product coaches, supppall Texas Roadhouse restaurants
system-wide.

Food safety is of utmost importance toWs. currently utilize several programs to help easagherence to proper food preparation
procedures and food safety standards. We haved $afety coordinator whose function, in conjunctigth our product coaches, is to
develop, enforce and maintain programs design@daimote compliance with food safety guidelines. Vélrequired, food items purchased
from qualified vendors have been inspected by adpat outside inspection services confirming thatwendor is compliant with FDA and
USDA guidelines.
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Product coaches perform sanitation auditeach restaurant four times a year and thesasesel reviewed by various members of
operations and management. To reinforce the impeetaf food safety, we have printed all HAACP (HazAnalysis and Critical Points) in
bold type on each recipe. In addition, most of maduct coaches have obtained or are in the prafeststaining their food safety
professional designation.

Purchasing. Our purchasing philosophy is designed to caestsy supply fresh, quality products to the resaats at competitive pric
while maximizing operating efficiencies. We negtsidirectly with suppliers for substantially alofdd and beverage products to ensure
consistent quality and freshness and obtain cotieepirices. Certain products, such as dairy prtgland select produce, are purchased
locally to assure freshness.

Food and supplies are ordered by, and sHiplgrectly to, the restaurants, as we do not raairg central product warehouse or
commissary. Most food products used in the opearaifmur restaurants are distributed to individeataurants through an independent
national distribution company. We strive to qualifipre than one supplier for all key food items hrtieve that beef of comparable quality
well as all other essential food and beverage prtsdare available, upon short notice, from altéveagualified suppliers.

Service

Guest Satisfaction. We believe that guest satisfaction and ouiitglid continually evaluate and improve the guegtezience at each
our restaurants is important to our success. Throlig use of guest surveys, our website "texasmagthcom," a toll-free guest response
telephone line and personal interaction in theatgsint, we receive valuable feedback from guestditinally, we employ an outside service
to administer a "Secret Shopper" program wherediped individuals periodically dine and compreheelsi evaluate the guest experience at
each of our restaurants. Particular attentionvemio food, beverage and service quality, cleasbnstaff attitude and teamwork, and
manager visibility and interaction. The resultiegorts are used for follow up training feedbackath staff and management. We continue to
evaluate and implement processes relating to gagisfaction, including reducing guest wait timad amproving host interaction with the
guest.

Atmosphere. The atmosphere of Texas Roadhouse restausintended to appeal to broad segments of the ptipn] children,
families, couples, adults and business personst&utially all Texas Roadhouse restaurants areioptotype design, reflecting a rustic
southwestern lodge atmosphere, featuring an extefimugh-hewn cedar siding and corrugated métas. interiors feature pine floors and
stained concrete and are decorated with hand-phinterals, neon signs, southwestern prints, rugsasifdcts. The restaurants contain
jukeboxes that continuously play upbeat country.liuests may also view a disf-baking area where our made-from-scratch yeast ao#
prepared and/or a meat cooler displaying freststaaks, and may wait for seating in either a spacicomfortable waiting area or a
southwestern style bar. While waiting for a talgleests can enjoy complimentary roasted in-shelhpisa Immediately upon being seated at a
table, guests can enjoy made-from-scratch yedstatiing with roasted in-shell peanuts.

People

Management and EmployeesEach of our restaurants is generally staffeti whe managing partner, one kitchen manager aad on
service manager, and, in many cases, one or mdrtosl assistant managers and/or key employdss.nifanaging partner of each restat
has primary responsibility for the day-to-day opierss of the entire restaurant and is responsinlenaintaining the standards of quality and
performance we establish. We use market partnessgervise the operation of our restaurants inolyittie continuing development of each
restaurant's management team. Generally, each hpmkaer has supervisory responsibilities forah@ to 15 restaurants.

10




Table of Contents

Through regular visits to the restaurants, the eigplrtners ensure adherence to all aspects aomeept, strategy and standards of quality.
To further assure adherence to our standards difygaad to achieve uniform execution throughouwd fystem, we employ product coaches
who regularly visit the restaurants to assistaming of both new and existing employees and &lgifood quality. The attentive service and
high quality food, which results from each restatifzaving a managing partner, two to three manameishe hands-on assistance of a
product coach, are critical to our success.

Training and Development. All restaurant employees are required to coteplarying degrees of training before and during
employment. Our detailed training program emphase operating strategy, procedures and standaidiss conducted individually at
Texas Roadhouse restaurants and in groups in Libejg¢entucky.

Our managing and market partners are giyeeguired to have significant experience in thi-service restaurant industry and are
generally hired at a minimum of four to 12 montlegdoe their placement in a new or existing restatut@allow time to fully train in all
aspects of restaurant operations. All managingpest kitchen and service managers and other mangageeam members are required to
complete a comprehensive training program of up/taveeks, which includes training for every positio the restaurant. Trainees are
validated at pre-determined points during theiintrey by either the market partner, product coach training manager.

A number of our restaurants have beenfeglttas training centers by our training departmehts certification confirms that the training
center adheres to established operating procedurkguidelines. Additionally, most restaurantssdadfed with training coordinators
responsible for ongoing daily training needs.

For new restaurant openings, a full teamesignated trainers, each specializing in a siee$taurant position, is deployed to the
restaurant at least ten days before opening. Fa@mployee training begins seven days before opeaimdjfollows a uniform, comprehensi
training course as directed by a training manager.

Marketing

Our marketing strategy aims to promoteTaras Roadhouse brand, while retaining a localiaeds, to:

. increase the frequency of visits by our currentstgiand increase comparable restaurant salesragtaitt) new guests to our
restaurants;

. support new restaurant openings to achieve restasates and operating margin goals; and

. communicate and promote our brand's food quality guest experience and value.

We accomplish these objectives throughetinajor initiatives.

In-restaurant Marketing. A significant portion of our marketing funddpent in communicating with our guests while theyia our
restaurants through point of purchase materialsb®@lieve special promotions such as Valentine's &a/Mother's Day drive significant
repeat business. Also, our eight week holidayagifti campaign is one of our most significant praarst In addition, our mascot, "Andy
Armadillo®", provides our guests with a familiarca@asily identifiable face.

Local Restaurant Area Marketing.Given our strategy to be a neighborhood detitinalocal area marketing is integral in develapin
brand awareness in each market. To enhance obilitysin new markets, we deliver free food to lbbasinesses in connection with new
restaurant openings and on an ongoing basis te drixareness. Managing partners are encouragedtitpze in creative community-based
marketing, such as hosting local radio or televigicograms. We also engage in a variety of promatiactivities, such as contributing time,
money and complimentary meals to
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charitable, civic and cultural programs. For ins&rour involvement with the Special Olympics, eald_ittle League baseball team, a local
church or the Armed Forces, shows our "Legendarng G2oncern and Support” for our communities. Wetage the corresponding
recognition in our public relations and marketirfifipes to communicate our corporate values and imisstatement to our guests. We employ
marketing coordinators at the restaurant and méeket to develop and execute the majority of theal marketing strategies.

Advertising. Although our restaurant concept is not medreeth; to build brand awareness we spend a limitedumt of our marketin
dollars on various advertising channels, includiiitipoard, print, radio and television. These adigements are designed to reflect
"Legendary Food, Legendary Service®" as well asfonrand welcoming restaurant environment.

Restaurant Franchise Arrangements

Franchise Restaurants. As of December 28, 2010, we had 18 franchiiesgsoperated 71 restaurants in 24 states. Franohists are
granted for specific restaurants only, as we hateranted any rights to develop a territory in théted States. Approximately 76% of our
franchise restaurants are operated by eight fraaebi No franchisee operates more than 16 restauran

Our standard domestic franchise agreemeatierm of ten years with two renewal optionsafoadditional five years each if certain
conditions are satisfied. Our current form of fraise agreement requires the franchisee to payadtydige of 4.0% of gross sales. The roy.
fee varies depending on when the agreements wegedrinto and range from 2.0% of gross salesaatitrent 4.0% fee. We may, at our
discretion, waive or reduce the royalty fee onmgerary or permanent basis. "Gross sales" meartstdleselling price of all services and
products related to the restaurant. Gross salestimclude:

. employee discounts or other discounts;

. tips or gratuities paid directly to employees bgsfs;

. any federal, state, municipal or other sales, valtiged or retailer's excise taxes; or

. adjustments for net returns on salable goods sswbdits allowed to guests on sales.

Domestic franchisees are currently requioeplay 0.3% of gross sales to a national advegiand marketing fund for the developmer
advertising materials, systewide promotions and related marketing efforts. Vaeehthe ability under our agreements to increaseeuirec
national advertising and marketing fund contribatig to 2.5% of gross sales. We may also chargarketing fee of 0.5% of gross sales,
which we may use for market research and to dev@lefem-wide promotional and advertising materialfranchisee's total required
advertising contribution or spending will not be niadhan 3.0% of gross sales.

Our standard domestic franchise agreemgas @is the right, but not the obligation, to cohg&anchisee to transfer its assets to us in
exchange for shares of our stock, or to conveddtsty interests into shares of our stock. Thewarhof shares that a franchisee would rec
is based on a formula that is included in the frége agreement.

We have entered into one area developnmghfranchise agreement for the development of uestds in eight countries in the Middle
East over ten years. Our franchisee will pay usachise fee for each restaurant to be openedities/an the gross sales of each restaurant
and a development fee for our grant of developmights in the named countries. The term of the egent may be extended, and the
franchisee has rights to expand into additionahtdes. We anticipate that the specific businesaseof any future franchise agreement for
international restaurants might vary significarittym the standard terms of our domestic agreensrdsrom the terms of the single

12




Table of Contents

existing international agreement, depending orteéimitory to be franchised and the extent of frasahprovided services to each franchisee.

Any of our franchise agreements, whethenelgtic or international, may be terminated if ttem€hisee defaults in the performance of
any of its obligations under the franchise agredpiraluding its obligations to operate the ressautiiin strict accordance with our standards
and specifications. A franchise agreement may laésterminated if a franchisee becomes insolveits, tm make its required payments,
creates a threat to the public health or safelyse®to operate the restaurant, or misuses thes Roadhouse trademarks.

Franchise Compliance AssuranceWe have instituted a comprehensive systemgarencompliance with our systems and standards,
both during the development and operating of frisechestaurants. We actively work with and mondtar franchisees to ensure successful
franchise operations as well as compliance withTimeas Roadhouse standards and procedures. Dharrgstaurant development phase, we
approve the selection of restaurant sites and rmae&iable copies of our prototype building plangrémchisees. In addition, we ensure that
the building design is in compliance with our staras. We provide training to the managing partmer @p to three other managers of a
franchisee's first restaurant. We also provide& to assist in the opening of every domestinctigse restaurant; we provide trainers to
assist our international franchisees in the opeanfrtheir restaurants until such time as they dgwaln approved restaurant opening training
program. Finally, on an ongoing basis, we condectews on all franchise restaurants to determie# tavel of effectiveness in executing
concept at a variety of operational levels. Oundtasees are required to follow the same standardgrocedures regarding equipment, food
purchases and food preparation as we maintainrica@upany restaurants. Reviews are conducted lspsed operations teams, and focu:
key areas including health, safety and executiofigency.

To continuously improve our communicatiovith franchisees and the consistency of the bradmaintain a business development
council that includes representatives of our domadsinchisees, company operations personnel andors. The council's functions are
advisory. Its members review and comment on prapas@ertising campaigns and materials and budgetraditures, as well as operational
initiatives. Our regional market partners also evsupport to our domestic franchise restauraataprs.

Management Services.We provide management services to 22 of thecfrise restaurants in which we and/or our foundeetan
ownership interest. Such management services ia@adounting, operational supervision, human ress,training, and food, beverage and
equipment consulting for which we receive monthdgs of up to 2.5% of gross sales. We also makéahlaio these restaurants certain legal
services through outside sources and restauraribgegs and employee benefits on a pass-througtbess. In addition, we receive a
monthly fee from four franchise restaurants foryisting payroll and accounting services.

Management Information Systems and Restaurant Repding

All of our company restaurants utilize cartgrgized management information systems, whicldasiggned to improve operating
efficiencies, provide restaurant and Support Ceminagement with timely access to financial andaipey data and reduce administrative
time and expense. With our current information elyst, we have the ability to query, report and aathis intelligent data on a daily,
weekly, period, quarter and year-to-date basisbaydnd, on a company-wide, regional or individestaurant basis. Together, this enables
us to closely monitor sales, food and beverages@sd labor and operating expenses at each oéstaurants. We have a number of systems
and reports that provide comparative informaticat #nables both restaurant and Support Center raaread to supervise the financial and
operational performance of our restaurants anddognize and understand trends in the businessa&uounting department uses a standard,
integrated system to
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prepare monthly profit and loss statements, whidvigdes a detailed analysis of sales and costssél'tr@nthly profit and loss statements are
compared both to the restaurant-prepared repodtsoaprior periods. Currently, we utilize satelliezhnology at the restaurant level, which
serves as a higbpeed, secure communication link between the nestesiand our Support Center as well as our caegditgift card processc

Competition

According to the National Restaurant Asation, or NRA, restaurant industry sales in 201l nepresent approximately 4% of the
United States' gross domestic product. The NRA faisrasts that restaurant industry sales willmeg604 billion in 2011 and will encompi
approximately 960,000 restaurants.

Competition in the restaurant industryniense. Texas Roadhouse restaurants compete vdtprined, full-service, casual dining
restaurants primarily on the basis of taste, qualiid price of the food offered, service, atmosphkecation and overall dining experience.
Our competitors include a large and diverse grdupstaurants that range from independent locatatpes to well-capitalized national
restaurant chains. Although we believe that we amfavorably with respect to each of the abovtofagother restaurants operate with
concepts that compete for the same casual diniegtgas we do. We also compete with other resteuaand retail establishments for quality
site locations and restaurant-level employees.

Trademarks

Our registered trademarks and service madksde, among others, our trade names and olizestylogos. We have registered all of our
significant marks with the United States Patent @radlemark Office. We have registered or have tegiens pending for our most
significant trademarks and service marks in 23ifprgurisdictions including the European Union. Better protect our brand, we have also
registered various Internet domain names. We belieat our trademarks, service marks and otherietapy rights have significant value ¢
are important to our brand-building efforts and tin@rketing of our restaurant concepts.

Government Regulation

We are subject to a variety of federaltestand local laws. Each of our restaurants is stilbgepermitting, licensing and regulation by a
number of government authorities relating to aldimhmeverage control, health, safety, sanitatianlding and fire codes, and to compliance
with the applicable zoning, land use and envirortadaws and regulations. Difficulties in obtainiogfailure to obtain required licenses or
approvals could delay or prevent the developmentréw restaurant in a particular area.

In 2010, the sale of alcoholic beverageoanted for 10.4% of our restaurant sales. Alcahiodiverage control regulations require each
of our restaurants to apply to a state authority; ancertain locations, county or municipal autties, for a license that must be renewed
annually and may be revoked or suspended for ey time. Alcoholic beverage control regulatiaffect numerous aspects of restaurant
operations, including minimum age of patrons anglegees, hours of operation, advertising, wholepalehasing, inventory control and
handling, storage and dispensing of alcoholic bayes.

The failure of a restaurant to obtain aaireliquor or food service licenses would haveatarial adverse effect on the restaurant's
operations. To reduce this risk, each company uestd is operated in accordance with proceduremndfed to assure compliance with
applicable codes and regulations.

14




Table of Contents

We are subject in certain states to "drhop$ statutes, which generally provide a persoarég by an intoxicated person the right to
recover damages from an establishment that wrolygfatved alcoholic beverages to the intoxicatedge We carry liquor liability covera
as part of our existing comprehensive generalllitgbhsurance, as well as excess umbrella covecd@d00.0 million, with a $10,000
deductible for the first $25.0 million of excessremage.

Our restaurant operations are also subjefeideral and state laws governing such mattetiseasinimum hourly wage, minimum tipped
wage, unemployment tax rates, sales tax and simiddters, over which we have no control. Signiftaammbers of our service, food
preparation and other personnel are paid at ratated to the federal minimum wage (which curregtl$7.25 per hour) or federal tipped
wage (which currently is $2.13 per hour). In additinumerous states in which we operate have pésgstation governing the applicable
state minimum hourly and/or tipped wage. Furthanped and unplanned increases in federal andterraiaimum hourly and tipped wages
or state unemployment tax rates will increase abiot costs.

Seasonality

Our business is subject to minor seasdueiuations. Historically, sales in most of ourteesants have been higher during the winter
months of each year.

Employees

As of December 28, 2010, we employed apgprately 32,000 people, of whom 360 were executive @lministrative personnel, 1,154
were restaurant management personnel and the r@enauere hourly restaurant personnel. Many of aurly restaurant employees work
part-time. None of our employees are covered byllactive bargaining agreement.

Executive Officers of the Company

Set forth below are the name, age, poséitha brief account of the business experieneacii of our executive officers:

Name Age Position
W. Kent
Taylor 55 Chairman of the Company, Direct
G.J. Hart 53 President, Chief Executive Officer, Direc

Steven L

Ortiz 53 Chief Operating Office
Scott M.

Colosi 46 Chief Financial Office
Sheila C

Brown 58 General Counsel, Corporate Secre!

W. Kent Taylor. Mr. Taylor is our founder and was, until themgaetion of our initial public offering, Chief Exative Officer. Upon
the completion of the initial public offering, MFaylor became Chairman of the Company, an execptigiion. Before his founding of our
concept, Mr. Taylor founded and co-owned Buckheadd®d Grill in Louisville, Kentucky. Mr. Taylor Baover 25 years of experience in the
restaurant industry.

G.J. Hart. Mr. Hart has served as our President since May000. Upon the completion of the initial puliitering, Mr. Hart
became President and Chief Executive Officer. F@atober 1995 until May 2000, Mr. Hart was PresidefnAl Copeland Investments in
Metairie, Louisiana, a privately held business ¢stivgy of four restaurant concepts, hotels, gamémertainment and food processing
operations. From June 1991 to September 1995, kit Whs President of TriFoods International, lagyoducer of prepared food products.
Mr. Hart has over 25 years of experience in thel fioolustry.
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Steven L. Ortiz. Mr. Ortiz has served as our Executive Vice iéest of Operations since May 2001. Upon the cotigoieof the initial
public offering, Mr. Ortiz became Chief Operatingfi€er. Mr. Ortiz joined our company in 1996 as aMdet Partner in which capacity he
responsible for developing and starting new TexaadRouse restaurants in Texas. From 1982 to 1986DMz was employed by Benniga
Restaurants in various capacities, including Gémné¢amager, Area Director and Regional Vice Presidisti. Ortiz has over 25 years of
experience in the restaurant industry.

Scott M. Colosi. Mr. Colosi has served as our Chief Financidid®f since September 2002. From 1992 until Sepé&rab02,
Mr. Colosi was employed by YUM! Brands, Inc., owméithe A&W, KFC, Pizza Hut, Long John Silver's afaco Bell brands. During this
time, Mr. Colosi served in various financial pasits and, immediately prior to joining us, was Diceof Investor Relations. Mr. Colosi has
over 20 years of experience in the restaurant tnglus

Sheila C. Brown. Ms. Brown has served as our General CounseSacckttary since November 2001. From August 2000oteember
2001, Ms. Brown was our Director of Property Acdfios and, from September 1998 to August 2000, Dmyeaent Coordinator, in which
capacity Ms. Brown was responsible for our reahtestievelopment activities. Ms. Brown has 30 ye&aexperience in the restaurant indus

Website Access To Reports

We make our Annual Report on Form 10-K, @ardy Reports on Form 10-Q, Current Reports om#8+K, and amendments to those
reports, filed or furnished pursuant to sectiora) ¢ 15(d) of the Securities Exchange Act of 1984ilable, free of charge on or through the
Internet website, www.texasroadhouse.com, as seoeasonably practicable after we electronicalysuch material with, or furnish it to,
the SEC.

ITEM 1A. RISK FACTORS

From time to time in annual reports and statements, and in this Annual Report on FornK10e present statements about future
events and expectations that constitute forwar#i@mpstatements within the meaning of Section 27&e Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaogef 1934, as amended. Forward-looking statemarg based on our beliefs,
assumptions and expectations of our future findrmeid operating performance and growth plans, takito account the information currer
available to us. These statements are not statsroéhtstorical fact. Forward-looking statementgoive risks and uncertainties that may
cause our actual results to differ materially frihra expectations of future results we express phyirim any forward-looking statements.
Risks and uncertainties that could cause actualtse® differ materially include, but are not liedl to, those discussed below.

Risks Related to Our Business
If we fail to manage our growth effectively, it could harm our business.

Failure to manage our growth effectivelylcdoharm our business. We have grown significasitize our inception and intend to contil
growing in the future. Our existing restaurant mg@maent systems, financial and management contndl$ndormation systems may not be
adequate to support our planned expansion. Odityaftilmanage our growth effectively will require to continue to enhance these systems,
procedures and controls and to locate, hire, &aghretain management and operating personnel.aimt assure you that we will be able to
respond on a timely basis to all of the changingateds that our planned expansion will impose onagament and on our existing
infrastructure. If we are unable to manage our ginazifectively, our business and operating restdidd be materially adversely impacted.
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You should not rely on past changesin our average unit volumes or our comparable restaurant sales as an indication of our future results
of operations because they may fluctuate significantly.

A number of factors have historically atfst, and will continue to affect, our average woiumes and comparable restaurant sales,
including, among other factors:

. our ability to execute our business strategy eiffebt;

. unusually strong initial sales performance by nestaurants;
. competition;

. weather and acts of God,;

. consumer trends;

. introduction of new menu items; and

. general regional, national and global economic itas.

Our average unit volumes and comparabkauesnt sales may not increase at rates achievbeé ipast. Changes in our average unit
volumes and comparable restaurant sales could tia@seice of our common stock to fluctuate sultsin.

Our growth strategy, which primarily depends on our ability to open new restaurants that are profitable, is subject to many factors, some of
which are beyond our control.

Our objective is to grow our business armtéase stockholder value by (1) expanding our bhsempany restaurants (and, to a lesser
extent, franchise restaurants) that are profitaht (2) increasing sales and profits at existisgatgants. While both these methods of
achieving our objective are important to us, histdly the most significant means of achieving objective has been through opening new
restaurants and operating these restaurants @fitaple basis. We expect this to continue to leedhse in the future.

We cannot assure you that we will be ablegen new restaurants in accordance with our expauplans. We have experienced dela
opening some of our restaurants in the past andexgrience delays in the future. Delays or faguneopening new restaurants could
materially adversely affect our growth strategye@i our biggest challenges in executing our grostthtegy is locating and securing an
adequate supply of suitable new restaurant sitesip@tition for suitable restaurant sites in ougéamarkets is intense and we cannot assure
you that we will be able to find sufficient suitabcations, or suitable purchase or lease tern®ur planned expansion in any future per
Our ability to open new restaurants will also depen numerous other factors, some of which are meyair control, including, but not
limited to, the following:

. our ability to hire, train and retain qualified epng personnel, especially market partners andagiag partners;
. the availability of construction materials and Igbo

. our ability to control construction and developmeosts of new restaurants;

. our ability to secure required governmental appiogad permits in a timely manner, or at all;

. our ability to secure liquor licenses;

. general economic conditions;

. the cost and availability of capital to fund constion costs and pre-opening expenses; and

. weather and acts of God.
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Once opened, we anticipate that our netaueants will generally take several months to hgalanned operating levels due to start-up
inefficiencies typically associated with new resgmis. We cannot assure you that any restauranpes will be profitable or obtain operat
results similar to those of our existing restausa@ur ability to operate new restaurants profitatill depend on numerous factors, including
those discussed above impacting our average ukilmeas and comparable restaurant sales, some ohwahécbeyond our control, including,
but not limited to, the following:

. competition;

. consumer acceptance of our restaurants in new dimogsnternational markets;

. the ability of the market partner and the managiadner to execute our business strategy at therestaurant;
. general regional, national and global economic itans;

. changes in government regulation;

. road construction and other factors limiting acdeshe restaurant; and

. weather and acts of God.

Our failure to successfully open new ressiats that are profitable in accordance with oomgh strategy could harm our business and
future prospects.

Our objective to increase sales and profits at existing restaurants could be adversely affected by macroeconomic conditions.

During 2011 and possibly beyond, the Urffl global economies may continue to suffer fronoamturn in economic activity.
Recessionary economic cycles, higher interest rhigker fuel and other energy costs, inflatioeréases in commaodity prices, higher levels
of unemployment, higher consumer debt levels, higdeerates and other changes in tax laws or @benomic factors that may affect
consumer spending or buying habits could adveisifdct the demand for our products. As in the pastcould experience reduced guest
traffic or we may be unable or unwilling to increake prices we can charge for our products tebffgyher costs or fewer transactions, e
of which could reduce our sales and profit marghiso, landlords or other tenants in the shoppiegters in which some of our restaurants
are located may experience difficulty as a resuthacroeconomic trends or cease to operate, whialddn turn negatively affect guest tra
at our restaurants. All of these factors could haweaterial adverse impact on our results of ofmeTst

Our franchisees could take actions that could harm our business.

Our franchisees are contractually obligdtedperate their restaurants in accordance wita3 ®&oadhouse standards. We also provide
training and support to franchisees. However, finégsees are independent third parties that we daomtol, and the franchisees own, operate
and oversee the daily operations of their restdsr#s a result, the ultimate success and qualigng franchise restaurant rests with the
franchisee. If franchisees do not successfully ajgerestaurants in a manner consistent with ondatas, the Texas Roadhouse image and
reputation could be harmed, which in turn couldeadely affect our business and operating results.

Our quarterly operating results may fluctuate significantly and could fall below the expectations of securities analysts and investors due to
a number of factors, some of which are beyond our control, resulting in a declinein our stock price.

Our quarterly operating results may flutdusignificantly because of several factors, initigd
. the timing of new restaurant openings and relakpeeses;
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. restaurant operating costs for our newly-openeueants, which are often materially greater dutimgfirst several months of
operation than thereafter;

. labor availability and costs for hourly and managatrpersonnel including mandated changes in fedadbr state minimum
and tip wage rates, state unemployment tax ratdsealth benefits;

. profitability of our restaurants, especially in navarkets;

. changes in interest rates;

. increases and decreases in average unit volumesoamghrable restaurant sales;
. impairment of long-lived assets, including goodwdlhd any loss on restaurant closures;
. general economic conditions, globally, nationalhd docally;

. negative publicity relating to the consumption eebor other products we serve;
. changes in consumer preferences and competitivaitooms;

. expansion to new domestic or international markets;

. adverse weather conditions which impact guestitraffour restaurants;

. increases in infrastructure costs;

. fluctuations in commaodity prices;

. competitive actions; and

. weather and acts of God,;

Our business is also subject to minor seadtuctuations. Historically, sales in most ofr wastaurants have been higher during the
winter months of each year. As a result, our quigrtgperating results and comparable restaurapssahy fluctuate as a result of seasonality.
Accordingly, results for any one quarter are natassarily indicative of results to be expectedsfoy other quarter or for any year and
comparable restaurant sales for any particulardéyperiod may decrease. In the future, operatisglt® may fall below the expectations of
securities analysts and investors. In that evletptice of our common stock would likely decrease.

If we lose the services of any of our key management personnel, our business could suffer.

Our future success significantly dependshencontinued services and performance of oumkagagement personnel, particularly our
executive officers. Our future performance will dag on our ability to motivate and retain these ather key officers and managers,
particularly regional market partners, market pardrand managing partners. Competition for thegg@rees is intense. The loss of the
services of members of our senior management teanther key officers or managers or the inabilihyattract additional qualified personnel
as needed could materially harm our business.

Our failure or inability to enforce our trademarks or other proprietary rights could adversely affect our competitive position or the value of
our brand.

We own certain common law trademark rigirtd a number of federal and international traderaatkservice mark registrations,
including our trade names and logos, and propsigtghts relating to certain of our core menu dfigs. We believe that our trademarks and
other proprietary rights are important to our sgscand our competitive position. We, therefore ptleappropriate resources to the protection
of our trademarks and proprietary rights. The poidte actions that we take, however, may not baighdo prevent unauthorized usage or
imitation by others, which could

19




Table of Contents

harm our image, brand or competitive position @me commence litigation to enforce our rightsusa us to incur significant legal fees. (
inability to register or protect our marks and ethpriety rights in foreign jurisdictions couldgersely affect our competitive position in
international markets.

We cannot assure you that third partiesmail claim that our trademarks or menu offeringfsinge upon their proprietary rights. Any
such claim, whether or not it has merit, couldibeetconsuming, result in costly litigation, causgays in introducing new menu items in the
future or require us to enter into royalty or liseg agreements. As a result, any such claim doaNeé a material adverse effect on our
business, results of operations, financial conditioliquidity.

We may need additional capital in the future and it may not be available on acceptable terms.

The development of our business may reaigeificant additional capital in the future tanaeng other things, fund our operations and
growth strategy. We may rely on bank financing alsth may seek access to the debt and/or equittataparkets. There can be no assura
however, that these sources of financing will bailable on terms favorable to us, or at all. Ouilitstto obtain additional financing will be
subject to a number of factors, including marketdittons, our operating performance, investor seetit and our ability to incur additional
debt in compliance with agreements governing otstanding debt. These factors may make the tinantgunt, terms and conditions of
additional financings unattractive to us. If we arable to raise additional capital, our growthlddee impeded.

Our existing credit facility limits our ability to incur additional debt.

The lenders' obligation to extend credilemthe facility depends on our maintaining cerfaiancial covenants, including a minimum
consolidated fixed charge coverage ratio of 2.00.60 and a maximum consolidated leverage rat&@d to 1.00. If we are unable to
maintain these ratios, we would be unable to oladutitional financing under this facility. The citef@cility permits us to incur additional
secured or unsecured indebtedness outside thigyfaekcept for the incurrence of secured indebésdrthat in the aggregate exceeds 20% of
our consolidated tangible net worth or circumstangbere the incurrence of secured or unsecurediedeess would prevent us from
complying with our financial covenants.

We have also entered into other loan ages¢snwith other lenders to finance various restasreshich impose financial covenants that
are less restrictive than those imposed by outiagisredit facility. A default under these loanregments could result in a default under our
existing credit facility, which in turn would limaur ability to secure additional funds under tlaaflity. As of December 28, 2010, we were
compliance with all of our lenders' covenants.

We may be required to record additional impairment chargesin the future.

In accordance with accounting guidance esdates to the impairment of long-lived assets,make certain estimates and projections
with regard to company-owned restaurant operatiassyell as our overall performance in connectidth wur impairment analyses for long-
lived assets. When impairment triggers are deemedist for any given company-owned restaurantetiienated undiscounted future cash
flows for the restaurant are compared to its cagwialue. If the carrying value materially exce#ttsundiscounted cash flows, an impairr
charge would be recorded equal to the differentedrn the carrying value and the estimated faimesal

We also review the value of our goodwiltlasther intangible assets on an annual basis aed @hents or changes in circumstances
indicate that the carrying value of goodwill or ethntangible assets may exceed the fair valueidi assets. The estimates of fair value are
based upon the best
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information available as of the date of the assessm@nd incorporate management assumptions abpectid future cash flows and
contemplate other valuation measurements and tgoés.i

The estimates of fair value used in thesdyaes require the use of judgment, certain assongand estimates of future operating
results. If actual results differ from our estingate assumptions, additional impairment charges beaequired in the future. If impairment
charges are significant, our results of operatmmdd be adversely affected.

The acquisition of existing restaurants from our franchisees and licensees and other strategic transactions may have unanticipated
consequences that could harm our business and our financial condition.

We plan to opportunistically acquire exigtrestaurants from our franchisees or licenseestowe. Additionally, from time to time, we
evaluate potential mergers, acquisitions, jointtwezs or other strategic initiatives to acquirelevelop additional concepts. To successfully
execute any acquisition or development strategywilleneed to identify suitable acquisition or déygment candidates, negotiate acceptable
acquisition or development terms and obtain apjatgpfinancing. Any acquisition or future developrhthat we pursue, whether or not
successfully completed, may involve risks, inclgdin

. material adverse effects on our operating respétgjcularly in the fiscal quarters immediatelyléoling the acquisition or
development as the restaurants are integrateaimtoperations;

. risks associated with entering into new domestimtarnational markets or conducting operationsnelvee have no or limited
prior experience;

. risks inherent in accurately assessing the valitaré growth potential, strengths, weaknessesjrapatt and other liabilities
and potential profitability of acquisition candidat and our ability to achieve projected economit@erating synergies; and

. the diversion of management's attention from olthesiness concerns.

Future acquisitions of existing restaurdrdam our franchisees or licensees or other strafggrtners, which may be accomplished
through a cash purchase transaction, the issudrstees of common stock or a combination of botiuld have a dilutive impact on holders
of our common stock, and result in the incurrenfogedt and contingent liabilities and impairmenades related to goodwill and other
tangible and intangible assets, any of which ctwaldn our business and financial condition. The graent of additional concepts and/or
the entrance into international markets may naagsuccessful as our experience in the developofigihné Texas Roadhouse concept
domestically. Development rates for newer brandg differ significantly as there is increased riaklie development of a new restaurant
concept or system.

Approximately 17% of our company restaurants are located in Texas and, as a result, we are sensitive to economic and other trends and
developmentsin that state.

As of December 28, 2010, we operated & ¢dt47 company restaurants in Texas. As a resudtare particularly susceptible to adverse
trends and economic conditions in this state, oy its labor market. In addition, given our geaqgtic concentration in this state, negative
publicity regarding any of our restaurants in Tegasld have a material adverse effect on our bssiaed operations, as could other
occurrences in Texas such as local strikes, erghrgstages or increases in energy prices, drougatthquakes, fires or other natural disas
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Our expansion into new domestic and/or international markets may present increased risks dueto our unfamiliarity with the area.

Some of our new restaurants will be locateareas where we have little or no meaningfulegigmce. Those markets may have different
competitive conditions, consumer tastes and discraty spending patterns than our existing markeitéch may cause our new restaurants to
be less successful than restaurants in our existanggets. An additional risk of expanding into nearkets is the lack of market awareness of
our brands. Restaurants opened in new markets petry at lower average weekly sales volumes thaauesits opened in existing markets
and may have higher restaurant-level operatingresgeatios than in existing markets. Sales atuemtés opened in new markets may take
longer to reach average unit volumes, if at aliyéy affecting our overall profitability.

Risks Relating to the Food Service Industry
Our businessis affected by changesin consumer preferences and discretionary spending.

Our success depends, in part, upon thel@afyuof our food products. Shifts in consumerfprences away from our restaurants or
cuisine, particularly beef, would harm our busin@dso, our success depends to a significant exterdiscretionary consumer spending,
which is influenced by general economic conditiand the availability of discretionary income. Aatioigly, we may experience declines in
sales during economic downturns or during periddseertainty. Any material decline in the amouhtiscretionary spending could have a
material adverse effect on our business, resultgefations, financial condition or liquidity.

Our success depends on our ability to compete with many food service businesses.

The restaurant industry is intensely coiitipetand we compete with many well-establisheddfgervice companies on the basis of taste,
quality and price of products offered, guest servatmosphere, location and overall guest expegiebar competitors include a large and
diverse group of restaurant chains and individasiaurants that range from independent local apesr#ttat have opened restaurants in
various markets to well-capitalized national resaticompanies. Many of our competitors or potétianpetitors have substantially greater
financial and other resources than we do, which ati@yv them to react to changes in pricing, marigtind the casual dining segment of the
restaurant industry better than we can. As our @itges expand their operations, we expect conipettb intensify. We also compete with
other restaurant chains and other retail busindesegiality site locations and hourly employees.

Changesin food and supply costs could adversely affect our results of operations.

Our profitability depends in part on oufliépto anticipate and react to changes in food anpply costs. Any increase in food prices,
particularly proteins, could adversely affect opemting results. In addition, we are susceptibimtreases in food costs as a result of factors
beyond our control, such as weather conditiong] &afety concerns, product recalls, global markdtteade conditions, and government
regulations. We cannot predict whether we will beedo anticipate and react to changing food chgtadjusting our purchasing practices and
menu prices, and a failure to do so could adverms#sct our operating results. In addition, becausgrovide a moderately priced product,
we may not seek to or be able to pass along prareases to our guests. Also, if we adjust pritirege is no assurance that we will realize
full benefit of any adjustment due to changes inguests' menu item selections and guest traffic.

We currently purchase the majority of oaebfrom four of the largest beef suppliers in¢bentry under annual contracts. While we
maintain relationships with additional suppliefany of these vendors were unable to fulfill itdigations under its contracts, we could
encounter supply shortages and incur higher costsdure adequate supplies, either of which woaithtour business.
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Thefood service industry is affected by litigation and publicity concerning food quality, health and other issues, which can cause guests to
avoid our restaurants and result in significant liabilities or litigation costs.

Food service businesses can be adverdelted by litigation and complaints from guestsysuamer groups or government authorities
resulting from food quality, illness, injury or @hhealth concerns or operating issues stemmimg fnoe restaurant or a limited number of
restaurants. Adverse publicity about these allegatmay negatively affect us, regardless of whetierllegations are true, by discouraging
guests from eating at our restaurants. We coultlintur significant liabilities if a lawsuit or dla results in a decision against us or litigation
costs regardless of the result.

Health concernsrelating to the consumption of beef or other food products could affect consumer preferences and could negatively impact
our results of operations.

Like other restaurant chains, consumerepegfces could be affected by health concerns dbewonsumption of beef, the key ingredi
in many of our menu items, or negative publicithecerning food quality, illness and injury in gerleta recent years there has been negative
publicity concerning e-coli, hepatitis A, "mad cdWfoot-and-mouth" disease and "bird flu." The estant industry has also been subject to a
growing number of claims that the menus and actidmestaurant chains have led to the obesity dheof their guests, resulting in
legislation in some jurisdictions which require mtidnal information to be disclosed to guests. idignal labeling could be enacted in many
additional states, counties or cities as well aa federal level. Nutritional labeling requiremeatsl negative publicity concerning any of the
food products we serve may adversely affect derfi@anadur food and could result in a decrease in gueffic to our restaurants. If we reac
the labeling requirements or negative publicitychgnging our concept or our menu offerings or tmgjredients, we may lose guests who do
not prefer the new concept or products, and we moaype able to attract sufficient new guests talpoe the revenue needed to make our
restaurants profitable. In addition, we may haedint or additional competitors for our intendgeests as a result of a change in our
concept and may not be able to compete successfygiynst those competitors. A decrease in gud§ittta our restaurants as a result of th
health concerns or negative publicity or as a tesfld change in our menu or concept could matgrderm our business.

Health concerns arising from outbreaks of viruses may have an adverse effect on our business.

The United States and other countries lexperienced, or may experience in the future, eatks of viruses, such as Avian Flu, SARS
and H1N1. To the extent that a virus is fdmatne, future outbreaks may adversely affect timepand availability of certain food products i
cause our guests to eat less of a product. Toxtieatgthat a virus is transmitted by human-to-hummamtact, our employees or guests could
become infected, or could choose, or be advisealyaa gathering in public places, any one of whiohld adversely affect our business

Our business could be adversely affected by increased labor costs or labor shortages.

Labor is a primary component in the cosbpérating our business. We devote significantuess to recruiting and training our
managers and hourly employees. Increased labos dastto competition, unionization, increased mimimand tip wage, state unemploym
rates or employee benefits costs or otherwise, avadiersely impact our operating expenses. Thededevernment and numerous states
have enacted legislation resulting in tip and/onimum wage increases as well as pre-determinedefiiareases. We anticipate that
additional legislation will be enacted in futureipes, including some legislation regarding healihe benefits. In addition, a shortage in the
labor pool or other general inflationary pressureshanges could also increase our labor costsofenating expenses will be adversely
affected to the extent that we are not able ouarilling to offset these costs through higher @sion our products.
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Moreover, we could suffer from significandlirect costs, including restaurant disruptions thumanagement or hourly labor turnover
and potential delays in new restaurant openinggleerse guest reactions to inadequate guest séevigls due to staff shortages. Competi
for qualified employees exerts upward pressure ages paid to attract such personnel, resultinggihdn labor costs, together with greater
recruitment and training expense. A shortage ifadher pool could also cause our restaurants tedpeired to operate with reduced staff,
which could negatively impact our ability to progiddequate service levels to our guests.

In addition, our success depends on olityatn attract, motivate and retain qualified elmyges, including restaurant managers and
to keep pace with our growth strategy. If we arahla to do so, our results of operations may bemaly affected.

We may not be able to obtain and maintain licenses and permits necessary to operate our restaurants and compliance with laws could
adversely affect our operating results.

The restaurant industry is subject to usifederal, state and local government regulatioctding those relating to the sale of food
alcoholic beverages. Such regulations are subjetttange from time to time. The failure to obtainl anaintain these licenses, permits and
approvals, including liquor licenses, could advirsdfect our operating results. Difficulties oilfae to obtain the required licenses and
approvals could delay or result in our decisionsdacel the opening of new restaurants. Local ailth®may revoke, suspend or deny rene
of our liquor licenses if they determine that oanduct violates applicable regulations.

In addition to our having to comply withee licensing requirements, various federal artd &hor laws govern our relationship with
our employees and affect operating costs. Thesg ilaelude minimum and tip wage requirements, oretpay, health benefits,
unemployment tax rates, workers' compensation,raiizenship requirements, working conditions aatks taxes. A number of factors could
adversely affect our operating results, including:

. additional government-imposed increases in mininamayor tipped wages, overtime pay, paid leavedséace and mandated
health benefits;

. increased tax reporting and tax payment requiresrfentemployees who receive gratuities;

. any failure of our employees to comply with lawsl aagulations governing citizenship or residenauiements resulting in
disruption of our work force and adverse publigitainst us;

. a reduction in the number of states that allowigtias to be credited toward minimum wage requimstsieand

. increased employee litigation including claims tialg to the Fair Labor Standards Act.

The federal Americans with Disabilities Axbhibits discrimination on the basis of disakilit public accommodations and employm
Although our restaurants are designed to be adiedsithe disabled, we could be required to makdifitations to our restaurants to prov
service to, or make reasonable accommodationsgabkd persons.

Complaintsor litigation may hurt us.

Occasionally, our guests file complaintsaovsuits against us alleging that we are respta$io some illness or injury they suffered as a
result of a visit to our restaurants, or that weehgroblems with food quality or operations. We als® subject to a variety of other claims
arising in the ordinary course of our businesduiiog personal injury claims, contract claims,imia from franchisees and claims alleging
violations of federal and state laws regarding comsr, workplace and employment matters, discrinonaand similar matters, or we could
become subject to class action lawsuits relatedese matters in the future. The restaurant inginsts also been subject to a growing number
of
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claims that the menus and actions of restaurannsimave led to the obesity of certain of theirggaeln addition, we are subject to "dram
shop" statutes. These statutes generally allowsbpénjured by an intoxicated person to recovenalges from an establishment that
wrongfully served alcoholic beverages to the intak¢d person. Some litigation against restaurasinsthas resulted in significant judgme
including punitive damages, under dram shop statlecause a plaintiff may seek punitive damagégwmay not be covered by insurar
this type of action could have an adverse impaaiwrfinancial condition and results of operatioRegardless of whether any claims against
us are valid or whether we are liable, claims magkpensive to defend and may divert time and mamey from our operations and hurt
our performance. A judgment significantly in exce$sur insurance coverage for any claims couldemialty adversely affect our business,
results of operations, financial condition or lidity. Further, adverse publicity resulting from ¢keallegations may have a material adverse
effect on us and our restaurants.

Werely heavily on information technology, and any material failure, weakness or interruption could prevent us from effectively operating
our business.

We rely heavily on information systems lirting point-of-sale processing in our restaurapéyment of obligations, collection of cash,
credit and debit card transactions and other pegseand procedures. Our ability to efficiently affdctively manage our business depends
significantly on the reliability and capacity ofethe systems. The failure of these systems to @peffaictively, maintenance problems,
upgrading or transitioning to new platforms cowdgult in delays in guest service and reduce effagién our operations. Remediation of si
problems could result in significant, unplanneditzdgnvestments.

We may incur costs resulting from breaches of security of confidential guest information related to our electronic processing of credit and
debit card transactions.

We accept electronic payment cards for gayrin our restaurants. During 2010, approximaf&®b6 of our transactions were by credi
debit cards, and such card usage could increaber @itailers have experienced actual or potesdi@lrity breaches in which credit and debit
card information may have been stolen. We mayeérftfure become subject to claims for purportediydulent transactions arising out of
the actual or alleged theft of credit or debit cafdrmation, and we may also be subject to lavesoiitother proceedings relating to these t
of incidents. Any such claim or proceeding couldsEus to incur significant unplanned expensesxdess of our insurance coverage, which
could have an adverse impact on our financial dadand results of operations. Further, adverdsigity resulting from these allegations
may have a material adverse effect on us and staugnts.

Our current insurance may not provide adequate levels of coverage against claims.

We currently maintain insurance customanyfusinesses of our size and type. However, taeréypes of losses we may incur that
cannot be insured against or that we believe arectnomically reasonable to insure. Such damages tiave a material adverse effect on
our business and results of operations. In additienself-insure a significant portion of expeciesses under our workers compensation,
general liability, employment practices liabilitpdiproperty insurance programs. Unanticipated obsungthe actuarial assumptions and
management estimates underlying our reserves ésettosses could result in materially different ams of expense under these programs,
which could have a material adverse effect on manfcial condition, results of operations and ldityi.
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Risks Related to Our Corporate Structure and our Svck Ownership
Provisionsin our charter documents and Delaware law may delay or prevent our acquisition by a third party.

Our certificate of incorporation and by-keontain several provisions that may make it nadffecult for a third party to acquire control
of us without the approval of our Board of Direstofhese provisions include, among other thinggamace notice for raising business or
making nominations at meetings and "blank checkfegsred stock. Blank check preferred stock enafleBoard of Directors, without
approval of the stockholders, to designate anckisslditional series of preferred stock with suahdgind, liquidation, conversion, voting or
other rights, including the right to issue convagisecurities with no limitations on conversios,car Board of Directors may determine. The
issuance of blank check preferred stock may adieadfect the voting and other rights of the hoklef our common stock as our Board of
Directors may designate and issue preferred stattktarms that are senior to our common stock. ghmsvisions may make it more difficult
or expensive for a third party to acquire a mayooit our outstanding common stock. These provisalas may delay, prevent or deter a
merger, acquisition, tender offer, proxy contesbthier transaction that might otherwise resultun stockholders receiving a premium over
the market price for their common stock.

The Delaware General Corporation Law pridbitss from engaging in "business combinationshwiihterested shareholders" (with some
exceptions) unless such transaction is approveddrescribed manner. The existence of this pravisauld have an anti-takeover effect with
respect to transactions not approved in advandbéBoard of Directors, including discouraging s that might result in a premium over
the market price for our common stock.

ITEM 1B—UNRESOLVED STAFF COMMENTS
None.

ITEM 2—PROPERTIES

Properties

Our Support Center is located in Louisyikentucky. We occupy this facility under leasettmiaragon Centre Holdings, LLC, a limit
liability company in which we have a minority owship position. As of December 28, 2010, we lease@42 square feet. Our leases expire
between March 31, 2014 and December 31, 2025. \We draoption to renew the leases for an additibwalyears. Of the 274 company
restaurants in operation as of December 28, 20&@@wned 117 locations and leased 157 locatiorsh@sn in the following table.

State Owned Leased Total
Alabama
Arizona
Arkansas
Colorado
Connecticu
Delaware
Florida
Georgia
Idaho
Illinois
Indiana
lowa
Kansas
Kentucky

=

=

-
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State Owned Leased Total
Louisiana
Maine
Maryland
Massachusett
Michigan
Minnesota
Mississippi
Missouri
Nebraske
Nevadas

New Hampshire
New Jerse)
New Mexico
New York
North Caroling
North Dakote
Ohio
Oklahoma
Pennsylvani:
Rhode Islanc
South Dakot:
Tennesse
Texas

Utah
Vermont
Virginia

West Virginia
Wisconsin
Wyoming
Total
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Additional information concerning our propes and leasing arrangements is included in 2fggand note 7 to the Consolidated
Financial Statements appearing in Part Il, Itenf $is Annual Report on Form 10-K.

ITEM 3—LEGAL PROCEEDINGS

Occasionally, we are a defendant in lifatrising in the ordinary course of our businéssduding "slip and fall' accidents,
employment related claims and claims from guestengployees alleging illness, injury or food qualityalth or operational concerns. None
of these types of litigation, most of which are emd by insurance, has had a material effect @ndsas of the date of this report, we are not
party to any litigation that we believe would havenaterial adverse effect on our business.
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On October 8, 2010, the U.S. Equal Emplayn@pportunity Commission ("EEOC") for the BostoreA Office issued 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 thatiappts over the age of 40 were denied
employment in our restaurants in bartender, hestes and server assistant positions due to tlgeir Bhe EEOC is seeking remedial actions
and the payment of damages to applicants. We haviedithe allegation and intend to vigorously ddfagainst the charge. We are currently
engaged in the conciliation process with the EEB&&ed on the preliminary status of this mattercauenot estimate the possible amount or
range of loss, if any, associated with this matter.

ITEM 4. (Removed and Reserved)

None.

PART Il

ITEM 5—MARKET FOR THE REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the Nasdadp&ISelect Market under the symbol TXRH. The commstock has been quoted on the
Nasdaq Global Select Market since October 5, 2084.quarterly high and low closing prices of oumeaon stock by quarter were
follows:

High Low

Year ended December 28, 201

14.2¢ $ 10.6¢
16.1: $ 12.5¢
14.6C $ 12.0¢
18.21 $ 14.0%

First Quarte
Second Quarte
Third Quartel
Fourth Quarte

& H BB

Year ended December 29, 2009

First Quarte! $ 99 $§ 7.0C
Second Quarte $ 1257 $ 9.7¢
Third Quartel $ 11.7¢ $ 10.0¢
Fourth Quarte $ 11.8: $ 9.3¢

The number of holders of record of our camrstock as of February 18, 2011 was 363.

On February 17, 2011, our Board of Direstauthorized the payment of a cash dividend of&pe share of common stock. This
payment will be distributed on April 1, 2011, taasbholders of record at the close of business oreivb6, 2011. The declaration and
payment of cash dividends on our common stock tiseatliscretion of our Board of Directors, and degision to declare a dividend will be
based on a number of factors, including, but moitéd to, earnings, financial condition, applicabdenants under our credit facility and
other contractual restrictions, or other factorerded relevant.

As of December 28, 2010, shares of comnmeksauthorized for issuance under our equity camepgon plan are summarized in the
following table. The weighted-average option ex&qirice is
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for stock options only, as the restricted stockmagxercise price. See note 13 to the Consolidéitezhcial Statements for a description of
the plan.

Shares
Shares to Be Weighted- Available for
Issued Upon Average Option Future
Plan Category Exercise Exercise Price Grants
Plan approved by
stockholder 5,201,92] $ 11.8i 4,298,85!
Plans not approve
by stockholder: — — —
Total 5,201,92: $ 11.8i 4,298,85!

Unregistered Sales of Equity Securities

There were no equity securities sold byGbenpany during the period covered by this Annugpétt on Form 10-K that were not
registered under the Securities Act of 1933, asnaied.

Issuer Repurchases of Securities

On February 17, 2011, our Board of Direstapproved a stock repurchase program under whacheve authorized to repurchase up to
$50.0 million of our common stock. Any repurchasésbe made through open market transactions.tirhing and the amount of any
repurchases will be determined by management yratemeters established by our Board of Directased on its evaluation of our stock
price, market conditions and other corporate c@raiibns.

On February 14, 2008, our Board of Direstapproved a stock repurchase program under whacleve authorized to repurchase up to
$25.0 million of our common stock in open markansactions during the two-year period ending Fefgriid, 2010, which was later
extended to February 14, 2011. On July 8, 2008Bwoarrd of Directors approved a $50.0 million ingeén this stock repurchase program.
This stock repurchase program expired on Februéarg@11.

We made no purchases of our common stodkglthe 13 weeks ended December 28, 2010.
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Stock Performance Graph

The following graph sets forth cumulatie¢al return experienced by holders of the Compargrsmon stock compared to the
cumulative total return of the Russell 3000 Restatimdex and the Russell 3000 Index for the peeioded December 28, 2010, the last
trading day of our fiscal year. The graph assurhesalues of the investment in our common stockesah index was $100 on December 29,
2004 and the reinvestment of all dividends paidnduthe period of the securities comprising thadasd.

Note: The stock price performance shown on thetgtsgow does not indicate future performance.

Comparison of Cumulative Total Return Since Decemlre27, 2005
Among Texas Roadhouse, Inc., the Russell 3000 Iaddxhe Russell 3000 Restaurant Index
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|- - - = Russell 3000 Restaurant Index —a— TXAH - -&— Russell 3000 Index‘
12/27/05 12/26/06 12/24/07 12/30/08 12/29/09 12/28/10
Texas Roadhouse, In $ 100.0C $ 9152 $ 78.01 $ 503¢ $ 79.8¢ $ 119.3¢
Russell 300( $ 100.0C $ 118.3: $ 1248 $ 73.7F $ 95.0¢ $ 108.0¢
Russell 3000 Restaura $ 100.0C $ 123.6. $ 130.1: $ 107.9. $ 128.3¢ $ 167.0(
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ITEM 6—SELECTED CONSOLIDATED FINANCIAL DATA

We derived the selected consolidated firmtaita as of and for the years 2010, 2009, 2R087 and 2006 from our audited
consolidated financial statements.

The Company utilizes a 52 or 53 week actingrperiod that ends on the last Tuesday in Deegnmithe Company utilizes a 13 or
14 week accounting period for quarterly reportinggoses. Fiscal year 2008 was 53 weeks in lengtte dikcal years 2010, 2009, 2007 and
2006 were 52 weeks in length. Our historical resate not necessarily indicative of our resultsafoy future period.

Fiscal Year
2010 2009 2008 2007 2006
(in thousands, except per share data)

Consolidated Statements of

Income:
Revenue

Restaurant sale $ 995098( $ 934,10( $ 871,55¢ $ 724,37. $ 586,55

Franchise royalties and fe 9,00t 8,231 8,90¢ 10,717 10,57¢

Total revenue 1,004,99: 942,33: 880,46 735,08 597,13:

Income from operatior 90,61% 75,86 62,02’ 63,21: 54,36¢
Income before taxe 88,37z 72,80¢ 58,39¢ 61,21: 53,97¢
Provision for income taxe 27,68: 23,49: 19,38¢ 21,17¢ 19,38!
Net income including

noncontrolling interest $ 60,68¢ $ 49,31¢ $ 39,00¢ $ 40,03¢ $ 34,59
Less: Net income attributable tc

noncontrolling interest 2,40( 1,83¢ 841 711 58t

Net income attributable to Tex
Roadhouse, Inc. and

subsidiaries $ 58,28¢ $ 47,47¢ $ 38,16¢ $ 39,32t $ 34,00¢
Net income per common sha

Basic $ 0.8z $ 0.6¢ $ 0.5 $ 0.5 $ 0.4¢€
Diluted $ 0.8C $ 0.67 $ 05z $ 051 $ 0.44

Weighted average shares
outstanding(1)
Basic 71,43: 69,96" 72,67: 74,61: 73,87¢

Diluted 72,92¢ 71,29¢ 74,07¢ 76,83 76,52(
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Fiscal Year
2010 2009 2008 2007 2006
($ in thousands)

Consolidated Balance Shee

Data:
Cash $ 82,21 $§ 46,85¢ $ 525¢ $ 11,56: $ 33,78¢
Total asset 702,80: 662,07: 622,66: 546,02¢ 452 ,58¢

Long-term debt and obligatior
under capital leases, net ol

current maturitie: 51,90¢ 101,17¢ 132,48 66,48: 35,36
Total liabilities 203,41 239,12 259,86t 176,26¢ 132,20¢
Noncontrolling interest 2,76¢€ 2,57¢ 2,807 2,38¢ 1,30t

Texas Roadhouse, Inc. and
subsidiaries stockholders'

equity(2) 496,61t 420,37. 359,99( 367,38: 319,07-
Selected Operating Data

(unaudited):
Restaurants

Company 274 261 24E 204 163
Franchise 71 70 69 81 88
Total 34t 331 314 28t 251
Company restaurant

information:

Store week: 13,80: 13,25¢ 11,86 9,49¢ 7,64¢
Comparable restaurant sale

growth(3) 2.4% (2.9% (2.9% 1.4% 3.5%
Average unit volumes(« $ 3726 $§ 366( $ 382 $ 3972 $ 3,96
Net cash provided by operatil

activities $ 119,90¢ $ 115,12¢ $ 101,21« $ 76,561 $ 79,74«
Net cash used in investil

activities $ (44,81 $ (43,139 $ (120,21 $ (134,53) $ (109,84)
Net cash (used in) provided

financing activities $ (39,739 $ (30,39) $ 12,69¢ $ 3574f $ (34,89

Q) See note 11 to the Consolidated Financial Statesnent
(2)  See note 10 to the Consolidated Financial Statesnent

3) Comparable restaurant sales growth reflects thegehm sales over the same period of the priorsyfarthe
comparable restaurant base. We define the comparafthurant base to include those restaurantsfoparfull
18 months before the beginning of the later figpealod.

(4)  Average unit volume represents the average aneatdurant sales for all company restaurants opeafidl six months
before the beginning of the period measured. Algino2008 contained 53 weeks, for comparative pugpdxz08
average unit volumes were adjusted to a 52-week.b&dditionally, average unit volume of compamyned restauran
for 2008, 2007 and 2006 in the table above wenesseljl to reflect the restaurant sales of any aeddianchise
restaurants
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ITEM 7—MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND RESULTS OF OPERATIONS

The discussion and analysis below for tben@any should be read in conjunction with the cbdated financial statements and the ni
to such financial statements (pages F-1 to F-Fgrward-looking Statements" (page 3) and Risk Faaet forth in Item 1A.

Our Company

Texas Roadhouse is a growing, moderatétegy full-service restaurant chain. Our founded ahairman, W. Kent Taylor, started the
business in 1993. Our mission statement is "Leggnigiaod, Legendary Service®." Our operating straisglesigned to position each of our
restaurants as the local hometown destination fspad segment of consumers seeking high-quaffiyrdable meals served with friendly,
attentive service. The first Texas Roadhouse remtdwpened in Clarksville, Indiana in February 398s of December 28, 2010, there were
345 restaurants operating in 46 states, including:

. 274 "company restaurants," of which 263 were wholljned and 11 were majority-owned. The resultspafrations of
company restaurants are included in our consolidaperating results. The portion of income attrélg to minority interests
in company restaurants that are not whollyaed is reflected in the line item entitled "Netome attributable to noncontrolli
interests" in our consolidated statements of income

. 71 "franchise restaurants," of which 68 were frasehestaurants and 3 were license restauranthiaiea 5.0% to 10.0%
ownership interest in 21 franchise restaurants.ibeme derived from our minority interests in thdésanchise restaurants is
reported in the line item entitled "Equity incomerfi investments in unconsolidated affiliates" im oansolidated statements
income. Additionally, we provide various managensarizices to these franchise restaurants, as wéll@additional
franchise restaurants in which we have no ownelisitgpest.

We have contractual arrangements whichtgrathe right to acquire at pre-determined vatuatormulas (i) the remaining equity
interests in nine of the 11 majority-owned compegstaurants and (ii) 65 of the franchise restasrant

Presentation of Financial and Operating Data

We operate on a fiscal year that ends erast Tuesday in December. Fiscal years 2010 @88 @ere 52 weeks in length, while the
fourth quarters for those years were 13 weeksrigtle Fiscal year 2008 was 53 weeks in length asduch, the fourth quarter of fiscal year
2008 was 14 weeks in length.

Long-term Strategies to Grow Earnings Per Share
Our long-term strategies with respect tré@asing net income and earnings per share inthedfollowing:

Expanding Our Restaurant BaseWe will continue to evaluate opportunities gvelop Texas Roadhouse restaurants in existing
markets and new domestic or international mark&tsnestically, we will remain focused primarily ond¥sized markets where we believe a
significant demand for our restaurants exists beead population size, income levels and the pesen shopping and entertainment centers
and a significant employment base. Our abilityxpand our restaurant base is influenced by martpfabeyond our control and therefore
we may not be able to achieve our anticipated dgroWwte moderated our restaurant development plar20f@® and 2010 due, in part, to
increasing restaurant development costs, partiguiarring 2006 to 2009. Throughout 2010, we focusededucing our average capital
investment for developing our prototype restaulgntnaking building design modifications and lowersite work costs. Additionally, we
have opened two restaurants using a new protoiyipieh is slightly smaller than our typical protog/@ur average capital investment for
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Texas Roadhouse restaurants opened during 2010dimg pre-opening expenses, was $3.7 million, Wisca decrease of approximately
$0.3 million from our $4.1 million average in 20@ased on the decreased restaurant developmentarabimproved sales in 2010, we have
increased our restaurant development plans for Bapproximately 20 restaurants from 14 restasrem2010. We continue to focus on
driving sales and decreasing restaurant developowusts in order to further increase our restawtamelopment in the future.

We may, at our discretion, add franchisgangrants, domestically and/or internationallynyanily with franchisees who have
demonstrated prior success with the Texas Roadrwusther restaurant concepts and in markets ichwvtiie franchisee demonstrates
superior knowledge of the demographics and restaogerating conditions. In conjunction with thisasegy, we signed our first internatiol
franchise agreement on April 26, 2010 for the deprient of Texas Roadhouse restaurants in eightigesiin the Middle East over the next
ten years, the first of which is expected to opelaie 2011. Additionally, in 2010, we entered iatfint venture agreement with a casual
dining restaurant operator in China for minorityr@sship in three non-Texas Roadhouse restaurants fpe opened. We may also look to
acquire franchise restaurants under terms favotalitee Company and our stockholders. Additiondtym time to time, we will evaluate
potential mergers, acquisitions, joint venturesttier strategic initiatives to acquire or develdpional concepts. Of the 274 restaurants we
owned and operated at the end of 2010, 271 opeaatd@xas Roadhouse restaurants, while three edasatier the name of Aspen Creek.
of our planned restaurant growth in 2011 will becd®Roadhouse restaurants.

Maintaining and/or Improving Restaurant eéProfitability. We plan to maintain, or possibly increase aastnt level profitability
through a combination of increased comparable westd sales and operating cost management. In 20t@verage unit volumes and
comparable restaurant sales increased 1.9% and B4pectively. The growth in these measures wiasapity due to higher guest traffic
counts, which we believe is due to our continuexdifoon encouraging repeat visits by our guestobgarcrificing any operational standards
relating to our quality of food and service, alamigh an improvement in the overall economy. We algntinue to drive various localized
marketing programs in order to attract new guestsiacrease the frequency of visits of our existjngsts. Additionally, we believe we have
been conservative with menu price increases.

From 2006 through 2009, average unit vokiared comparable restaurant sales declined prineib result of lower guest traffic cou
and lower increases in average guest check. Weueethe lower guest traffic counts across thesegewere primarily attributable to a
general softening of the overall consumer envirammeonsistent with the casual dining industryaaghole, experiencing lower guest traffic
counts. During this four-year span, consumer caginahg restaurant demand was negatively impacyeiddreasing unemployment rates and
higher menu prices resulting from inflationary m@®s such as certain state minimum and tipped wageases, along with higher gasoline
prices. We believe all of these pressures neggtivgbacted guest traffic counts for us, as welhasindustry.

In addition to lower guest traffic countsrh 2006 through 2009, we have experienced dedliygar-over-year growth in our per person
average check since fiscal year 2005 for two remdeinst, we have implemented fewer and smallerunmite increases largely due to the
general softening of the overall economy over #s¢ four to five years. Second, we have experiegoedts shifting their selections to lower
priced menu items and/or purchasing fewer alcohmieerages over the last few years. As a resulhave seen less year-owarar growth ir
our per person average check, despite the mene ipdoeases we have implemented.

Leveraging Our Scalable Infrastructure.To support our growth, we continue to make @treents in our infrastructure. Over the past
several years, we have made significant investmergar infrastructure including information systgmeal estate, human resources, legal,
marketing and
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operations. Historically, general and administmiiosts have increased at a slower growth ratediarevenue. Whether we are able to
continue leveraging our infrastructure will depeimdpart, on our new restaurant and comparablauestt sales growth rates going forward.

Returning Capital to Shareholders.We continue to look at opportunities to retaapital to our shareholders, including through the
repurchases of common stock and the payment adetids. Our Board of Directors has approved a s@plrchase program under which we
are authorized to repurchase up to $50.0 millioawfcommon stock through open market transactfesmade no purchases of our
common stock during the 52 weeks ended Decemb&@®).

On February 17, 2011, our Board of Direstauthorized the payment of a cash dividend of&pdr share of common stock. This
payment will be distributed on April 1, 2011, taasbholders of record at the close of business oreiMb6, 2011. The declaration and
payment of cash dividends on our common stock iseatliscretion of our Board of Directors, and degision to declare a dividend will be
based on a number of factors, including, but moitéd to, earnings, financial condition, applicabtevenants under our credit facility and
other contractual restrictions, or other factorsrded relevant.

Key Operating Personnel

Key personnel who have a significant impatthe performance of our restaurants include giageand market partners. Each company
restaurant has one managing partner who servég geheral manager. Market partners can providergigpry services for up to 10 to 15
managing partners and their respective managemamist Market partners also assist with our sitecieh process and recruitment of new
management teams. The managing partner of eachacgmestaurant and their corresponding market pestare required, as a condition of
employment, to sign a multi-year employment agregnehe annual compensation of our managing anétehaartners includes a base
salary plus a percentage of the pre-tax net incofitiee restaurant(s) they operate or supervise ddiaig and market partners are eligible to
participate in our equity incentive plan and, ageaeral rule, are required to make deposits ofdkEband $50,000, respectively. Generally,
the deposits are refunded after five years of servi

Key Measures We Use To Evaluate Our Company
Key measures we use to evaluate and asgebsisiness include the following:

Number of Restaurant OpeningsNumber of restaurant openings reflects the ramobrestaurants opened during a particular fiscal
period. For company restaurant openings we incetopening costs, which are defined below, befoeardistaurant 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 reflectsltaage in year-over-year sales for the
comparable restaurant base. We define the comparagthurant base to include those restaurantsfoparfull 18 months before the
beginning of the later fiscal period excluding eestints closed during the period. Comparable remtagales growth can be generated by an
increase in guest traffic counts or by changehénper person average check amount. Menu pricegeaand the mix of menu items sold can
affect the per person average check amount.

Average Unit Volume. Average unit volume represents the averageamastaurant sales for all company restaurants @grea full six
months before the beginning of the period measukxedrage unit volume excludes sales on restaudosgd during the period. Growth in
average unit volumes in
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excess of comparable restaurant sales growth srgnan indication that newer restaurants areaipey with sales levels in excess of the
company average. Conversely, growth in averagevohiimes less than growth in comparable restawaet growth is generally an
indication that newer restaurants are operating sales levels lower than the company average.

Store Weeks. Store weeks represent the number of weekothratompany restaurants were open during the rieggeriod.

Restaurant Margins. Restaurant margins represent restaurant ssssdstaurant operating costs (as a percentagstafirant sales).
Restaurant margins may fluctuate based on inflatippressures, commodity costs and wage rates.

Other Key Definitions

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

Franchise Royalties and FeesDomestic franchisees typically pay a $40,000aifranchise fee for each new restaurant anachise
renewal fee equal to the greater of 30% of the-thernent initial franchise fee or $10,000 to $15,00anchise royalties consist of royaltie:
an amount up to 4.0% of gross sales, as definedrifranchise agreement, paid to us by our fraeesis

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

Restaurant Labor ExpensesRestaurant labor expenses include all diredtimdirect labor costs incurred in operations exéepprofit
sharing incentive compensation expenses earnediapanaging and market partners. These profit shaxpenses are reflected in restat
other operating expenses. Restaurant labor expalsesclude share-based compensation expensedétarestaurant-level employees.

Restaurant Rent ExpenseRestaurant rent expense includes all rent &tsdowith the leasing of operating real estateiaollides
base, percentage and straight-line rent expense.

Restaurant Other Operating Expensefkestaurant other operating expenses cons#lt ofher restaurant-level operating costs, the
major components of which are utilities, suppledyertising, repair and maintenance, property teoteslit card fees and general liability
insurance. Profit sharing allocations to managiagners and market partners are also includedstaweant other operating expenses.

Pre-opening Expenses.Pre-opening expenses, which are charged tatpes as incurred, consist of expenses incurréatd¢he
opening of a new restaurant and are comprisedipgty of opening team and training salaries, ttampenses, rent, and food, beverage and
other initial supplies and expenses.

Depreciation and Amortization ExpensesDepreciation and amortization expenses ("D&idludes the depreciation of fixed assets
and amortization of intangibles with definite lives

Impairment and closure costs.Impairment and closure costs include any immpairt of longlived assets, including goodwill, associe
with restaurants where the carrying amount of #setis not recoverable and exceeds the fair \altlee asset and expenses associated with
the closure of a restaurant. Closure costs aldodeany gains or losses associated with the $a@elwsed restaurant and/or assets held for
sale.
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General and Administrative ExpensedGeneral and administrative expenses ("G&A")@mmprised of expenses associated with
corporate and administrative functions that supgevelopment and restaurant operations and prardefrastructure to support future
growth. Supervision and accounting fees receivenhfcertain franchise restaurants and license nesitauare offset against G&A. G&A also
includes share-based compensation expense retaga@tutive officers, support center employeesaaad managers, including market
partners.

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

Equity Income from Unconsolidated Affilate As of December 28, 2010 and December 29, 200@wned 5.0% to 10.0% equity
interest in 21 franchise restaurants. As of Decer8be2008, we owned 5.0% to 10.0% equity inteired® franchise restaurants. Equity
income from unconsolidated affiliates representspmiicentage share of net income earned by thesmsalidated affiliates.

Net Income Attributable to Noncontrollingdrests. Minority interest represents the portion ofdme attributable to the other owners
of the majority-owned or controlled restaurantsr @onsolidated subsidiaries at December 28, 20dladed 11 majority-owned restaurants,
all of which were open. Our consolidated subsidmat December 29, 2009 and December 30, 2008lediien majority-owned restaurants,
all of which were open.

Managing Partners and Market PartnersManaging partners are single unit operators hdnge primary responsibility for the day-to-
day operations of the entire restaurant and aporssble for maintaining the standards of qualitgd @erformance we establish. Market
partners, generally, have supervisory responséslfior up to 10 to 15 restaurants. In additiosupervising the operations of
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our restaurants, they are also responsible fohitireg and development of each restaurant's managet@am and assist in the new restaurant
site selection process.

Results of Operations
Fiscal Year
2010 2009 2008
$ % $ % $ %
(in thousands)

Consolidated Statements o

Income:
Revenue
Restaurant sale 995,98t 99.1 934,10( 99.1 871,55t 99.C
Franchise royalties and fe 9,00t 0.6 8,231 0.c 8,90¢ 1.C
Total revenue 1,004,99: 100.C 942,33 100.C 880,46: 100.C

Costs and expense
(As a percentage of restaurant

sales)
Restaurant operating cos
Cost of sale: 324,26° 32.€ 312,80( 33.E 308,12 35.4
Labor 293,02: 29.4 276,62t 29.€ 253,13 29.C
Rent 21,361 2.1 20,01¢ 2.1 15,87¢ 1.8
Other operating 172,89: 17.4£ 158,96: 17.C  146,01¢ 16.¢
(As a percentage of total revent
Pre-opening 7,051 0.7 5,81z 0.€ 11,60« 1.3
Depreciation and amortizatic 41,28: 4.1 41,82: 4.4 37,69¢ 4.3
Impairment and closure 2,00t 0.2 3,00( 3 2,17t 0.2
General and administrati 52,49 5.2 47,43( 5.C 43,80¢ 5.C
Total costs and expens 914,37t¢ 91.C 866,47( 91.¢ 818,43 93.C
Income from operatior 90,61 9.C 75,86 8.1 62,02’ 7.C
Interest expense, n 2,67% 0.3 3,27: 0.2 3,84¢ 04
Equity income from investments
in unconsolidated affiliate (42¢) 0.C (227) 0.C (215) 0.C
Income before taxe 88,37: 8.8 72,80¢ 7.7 58,39¢ 6.5
Provision for income taxe 27,68 2.8 23,49 2.t 19,38¢ 2.2
Net income including
noncontrolling interest 60,68¢ 6.C 49,31¢ 5.2 39,00¢ 4.4
Net income attributable 1
noncontrolling interest 2,40( 0.2 1,83¢ 0.C 841 0.C

Net income attributable to Tex
Roadhouse, Inc. and
subsidiaries 58,28¢ 5.8 47 ,47¢ 5.C 38,16¢ 4.3
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Restaurant Unit Activity

Balance at December 25, 2C
Openings

Acquisitions (Dispositions
Closures

Balance at December 30, 2C
Openings

Acquisitions (Dispositions
Closures

Balance at December 29, 2C
Openings

Acquisitions (Dispositions
Closures

Balance at December 28, 2C

Restaurant Sale

Company Franchise Total
204 81 28t
29 1 30
13 (13 —
1) — 1)
24% 69 314
17 3 20
1 )
) (GO )
261 70 331
14 1 15
1) — 1)
274 71 34t

Restaurant sales increased by 6.6% in 28k®mpared to 2009. This increase was attributalifee opening of new restaurants and an
increase in average unit volumes. Restaurant sadesased by 7.2% in 2009 compared to 2008. Tleiease was attributable to the opening
of new restaurants and the acquisitions of framctéstaurants in fiscal 2008, partially offset bhyegrease in comparable restaurant sales and
average unit volumes coupled with the addition 68& week in 2008. Restaurant sales for 2009 were ivedyatmpacted by 2.2% as a
result of the extra week in 2008, which resulte@17.9 million in additional restaurant sales.

The following table summarizes certain Keiyers and/or attributes of restaurant sales atpamy restaurants for the periods. Although
2008 contained 53 weeks, for comparative purp@@38 average unit volumes were adjusted to a 5Xx-Wwasis.

2010 2009 2008
Company Restauran
Increase in store wee 4.1% 11.8% 24.%
Increase/(decrease) in
average unit volume 1.8 4.3 (3.9
Other(1) 0.€ (0.9 (0.9
Total increase in
restaurant sale 6.€% 7.2% 20.2%
Store week: 13,80: 13,25¢ 11,86:
Comparable restaurant sa
growth/(decline] 2.4% (2.% 2.2%
Average unit volume (in
thousands $ 3,726 $ 366( $ 3,82
Q) Includes the impact of the year-over-year changslas volume of restaurants open less than sixheon

before the beginning of the period measured arappficable, the impact of restaurants closed duttie

period.

The increase in store weeks for 2010 ard® 2@as primarily attributable to the opening of nestaurants. The increase in store weeks
for 2009 was also impacted by the acquisition ofraBchise restaurants in 2008. Company restagmanit activity is shown in the restaurant

unit activity table above.
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The increase in average unit volumes fdi®2@mpared to 2009 was primarily driven by a caration of positive comparable restaut
sales and higher year-over-year sales at newaurasits. For 2010, comparable restaurant salesased 2.4% which was generated by an
increase in guest traffic counts, partially offsgta slight decline in our per person average chieck2009, comparable restaurant sales
decreased 2.8%, which was generated primarily dgcaease in guest traffic counts, while our pesgeraverage check remained fairly
constant.

We have implemented certain menu pricirgéases to partially offset impacts from higherrapirg costs and other inflationary
pressures. The following table summarizes our npgiming actions for the periods shown.

Increased Menu Pricing

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

As some guests are purchasing fewer alamhelerages and/or shifting their selections weiopriced menu items, average guest check
has not increased in line with the menu price iases above. While we did not take any pricing iases in 2010 due to the favorable
commodities environment, we plan to take a mencegricrease of averaging approximately 1% duriegfitist quarter of 2011 as a result of
expected inflationary pressures, primarily commieditin 2011.

In 2011, we plan to open approximately @6itonal company restaurants. We have either beguastruction or have sites under
contract for purchase or lease for 18 of the 2tatgants. We may evaluate additional opportunfoesnternational development and possi
acquiring additional franchise restaurants in 2011.

Franchise Royalties and Fe

Franchise royalties and fees increased ®illion or by 9.4% in 2010 from 2009. This iresse was primarily attributable to an
increase in average unit volumes, increasing rgyates in conjunction with the renewal of certiianchise agreements, and the opening of a
new restaurant in the second quarter of 2010. Risacoyalties and fees decreased by $0.7 milboby 7.6%, in 2009 from 2008. The
decrease in 2009 was primarily attributable toltiss of royalties associated with the acquisitiba®franchise restaurants in 2008, the
reduction of royalties in several restaurants,@efse in average unit volumes and the additioeakvin fiscal 2008. This decrease was
partially offset by new franchise restaurants i02@nd increasing royalty rates and franchise ifeesnjunction with the renewal of certain
franchise agreements. Franchise comparable restaai@s increased by 2.5% in 2010 and decreas2dbblyin 2009. Franchise restaurant
count activity is shown in the restaurant unit\dttitable above.

Restaurant Cost of Sal

Restaurant cost of sales, as a percenfagstaurant sales, decreased to 32.6% in 2010 3@6%0 in 2009. This decrease was primarily
attributable to the benefit of lower beef costs mvaer food costs on items such as oil-based arehwimgredients. For 2011, we have fixed
price contracts, which include some floor and ogilpricing, for approximately 65% of our overalbfbcosts with the remainder subject to
fluctuating market prices. We expect commodity d¢oation of approximately 3.0% in 2011.

Restaurant cost of sales, as a percenfagstaurant sales, decreased to 33.5% in 2009 3@m#?6 in 2008. This decrease was primarily
attributable to the benefit of lower beef, dairglgmmoduce costs and menu price increases discabse@, partially offset by higher
commodity costs on chicken and food items suchlesatvand oil-based ingredients.
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Restaurant Labor Expens

Restaurant labor expenses, as a perceotagstaurant sales, decreased to 29.4% in 2000 2816% in 2009. This decrease was
primarily attributable to an increase in averagi wolumes and lower state unemployment tax expguestially offset by higher average
wage rates. Additionally, lower workers' compermatilaims experience resulted in lower year-overryeorkers' compensation expense for
2010.

We anticipate our labor costs will contirtaée pressured by inflation, driven by higher evaates partially due to federal and state-
mandated increases in minimum and tip wage ratess@ increases may or may not be offset by additimenu price adjustments.

Restaurant labor expenses, as a perceotagstaurant sales, increased to 29.6% in 2008 #8.0% in 2008. This increase was
primarily attributable to a decrease in averagé wiuimes combined with higher average wage ratdshégher payroll tax expense as a re
of increased state unemployment rates that begte ifirst quarter of 2009. These increases wertafig offset by menu price increases
discussed above. Higher average hourly wage resedted from several state-mandated increasesnimuim and tip wage rates throughout
2008 and 2009, including increases in the fedemimum wage rate in July 2008 and July 2009.

Restaurant Rent Expen

Restaurant rent expense, as a percentagstafirant sales, remained the same in 2010 cechpa2009 at 2.1%, which was an increase
from 1.8% in 2008. In 2010, the benefit from arr@ase in average unit volumes offset the impatgading more land and buildings than in
the past. The increase in 2009 was primarily attable to a decrease in average unit volumes, gmdhbvith rent expense associated with
franchise restaurants acquired in 2008 and thauestts opened in 2009 and 2008, as we are leasirgland and buildings than we have in
the past.

Restaurant Other Operating Expen:

Restaurant other operating expenses, ascantage of restaurant sales, increased to 114910 from 17.0% in 2009. This increase
was primarily attributable to higher costs for mging partner and market partner bonuses, as argageof sales, and higher general liak
insurance costs, partially offset by an increasavierage unit volumes. Managing partner and mau&eher bonuses were higher in 2010 as a
result of improved restaurant sales and higher mar@eneral liability insurance costs were $1.8iomi higher in 2010 primarily due to
changes in our claims development history baseaomecent actuarial report.

Restaurant other operating expenses, ascantage of restaurant sales, increased to 1@09 from 16.8% in 2008. This increase
was primarily attributable to a decrease in averagkevolumes and higher costs for general liapilitsurance, repairs and maintenance,
managing partner and market partner bonuses, pydgees and credit card charges, as a percenfagstaurant sales, partially offset by
lower utilities and supplies expense. During 2G090.1 million adjustment made to general liabilityurance expense due to favorable
general liability claims experience based on oustmecent quarterly actuarial analysis was lowanta $0.5 million adjustment made in
2008. Managing partner and market partner bonusreseowas higher in 2009 as a result of improvetduesnt margins.

Restaurant Pr-opening Expenses

Pre-opening expenses in 2010 increased.forsillion from $5.8 million in 2009. This increasvas primarily attributable to more
restaurants in the development pipeline during 285.6ompared to 2009, driven by our plan to opecad@any restaurants in 2011 as
compared to 14 company
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restaurants in 2010. Pre-opening costs will fluetdeom period to period based on the number anth§ of restaurant openings and the
number and timing of restaurant managers hireded@as our increased restaurant development plamsxpect pre-opening expense to be
higher in 2011.

Pre-opening expenses in 2009 decreasesl 8ondillion from $11.6 million in 2008. This decsawas primarily attributable to fewer
openings and fewer restaurants being in the dexredap pipeline in 2009 compared to 2008. In 2009redriced our planned Company-
owned restaurant openings to 17 restaurants cohpaiZ9 restaurants in 2008.

Depreciation and Amortization Expenses ("D&

D&A, as a percentage of revenue, decretsddl% in 2010 from 4.4% in 2009. This decrease pramarily attributable to an increas¢
average unit volumes and lower depreciation expensader restaurants, partially offset by highepiciation expense, as a percentage of
revenue, on restaurants opened in 2009. D&A, axeeptage of revenue, increased to 4.4% in 2008 #8% in 2008. The increase in 2009
was primarily attributable to higher constructiasts and other capital spending on new restauramtscrease in average unit volumes and
the impact of having an additional week of sale8008, partially offset by lower depreciation expein older restaurants.

Impairment and Closure Expens

Impairment and closure expenses decreasg?.0® million in 2010 from $3.0 million in 2009 hich was an increase from $2.2 millior
2008. In 2010, impairment and closure expensesdec $1.7 million associated with the impairmengoddwill related to four restaurants
and $0.2 million related to the write-down of equgnt and ongoing closure costs associated withr@staurant, which was closed in Q2
2010. The remaining $0.1 million in expenses wergoing closure costs associated with one restaatased in 2008. The goodwill
impairment charges in 2010 resulted from our antesiing, which relies, in part, on the historiaal projected future cash flows of
individual restaurants. We assign goodwill at taividual restaurant level. As such, we anticightg we will incur future impairment
charges as the historical and/or projected futimantial performance of these restaurants charfyeaimount and timing of any potential
future charges, however, is difficult to predict.

In 2009, impairment and closure expenselsided $3.2 million associated with the impairmehgoodwill, reacquired franchise rights
and other long-lived assets (primarily building atplipment). The impairment charges were primarifjgered by our analysis of historical
results and projected future cash flows at fivearpdrforming restaurants. After performing testsifitgpairment, it was determined that
goodwill, reacquired franchise rights and certatmeo long-lived assets associated with these figtaurants were impaired (two of which
were fully impaired) and, accordingly, we recordiegairment charges related to these assets ofrillidn, $0.5 million and $1.3 million,
respectively. Additionally, in 2009, we recordedain of $0.6 million related to the sale of ongaeasant which was relocated, a charge of
$0.5 million in conjunction with the closure of orestaurant, and a credit of $0.1 million relaedhe settlement of a lease reserve associate
with one restaurant which was closed in 2008.

In 2008, we recorded an impairment charfgklot million related to the write-down of landjilding and equipment associated with one
underperforming restaurant and a charge of $0.Bomitlue to the lease reserve and other chargatedelo the closure of one restaurant.

See note 15 in the Consolidated Finandatiegents for further discussion regarding closaresimpairments recorded in 2010, 2009
and 2008, including the impairments of goodwill artder long-lived assets.
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General and Administrative Expenses ("G&A")

G&A, as a percentage of total revenue dased to 5.2% in 2010 from 5.0% in 2009. The irswés primarily attributable to higher co
associated with our annual managing partner conéerand higher salary expense, partially offsedibyncrease in average unit volumes.
Costs associated with our annual conference wetrerilion in 2010 compared to $2.0 million in 200the majority of these costs were
incurred during the second fiscal quarter in easdr yWe anticipate that the costs associated witl2011 annual conference will be
approximately $2.0-2.5 million. In addition, we &xqp share-based compensation costs to be appreyn$dt7 million higher in 2011
compared to 2010 as a result of a grant of resttistock units on January 8, 2011 in conjuncticth Wie extension of certain executive
employment contracts at the beginning of 2010.

G&A, as a percentage of total revenue, ieathflat at 5.0% in 2009 compared to 2008. In 2008her performance-based bonus
expense for executive and other support center@mapt were offset by lower abandoned site coststemidéveraging of costs due to revenue
growth. Bonus expense was $3.5 million higher i62fbr two reasons. First, additional bonus expafis?.1 million was recorded in 2009
due to exceeding our bonus targets for fiscal 28@@ond, in 2008, bonus expense was lower by $illidmdue to not meeting our bonus
targets in fiscal 2008. Abandoned site costs wer8 fillion higher in 2008 as a result of cuttireck our planned openings for 2009.

Interest Expense, N

Net interest expense decreased to $2.7omilth 2010 from $3.3 million in 2009. This decreagas primarily attributable to the decrease
in outstanding borrowings under our credit facility

Net interest expense decreased to $3.8mith 2009 from $3.8 million in 2008. This decreagas primarily due to lower interest rates,
partially offset by lower capitalized interest. Lemcapitalized interest was primarily due to slovestaurant development in 2009 compared
to 2008.

Income Taxe

We account for income taxes in accordanitie Financial Accounting Standards Board ("FASB'§caunting Standards Codification
("ASC") 740,Income Taxes ("ASC 740"Dur effective tax rate decreased to 32.2% from%3n 2009. The decrease in 2010 was primarily
attributable to higher work opportunity tax credltsver non-deductible stock compensation expendeaadecrease in the ndeductibility of
officers' compensation. The decrease was partiéilbet by the impact of higher profitability, whidhd to a lower benefit, on a percentage
basis, of federal tax credits. The higher work apputy tax credits resulted from the expansionhef federal program for disconnected youth
for eligible employees hired through 2010. We explee effective tax rate to be approximately 32 fé¥discal 2011.

Our effective tax rate decreased to 33.AZ009 from 33.7% in 2008. The decrease was priynaitributable to lower non-deductible
stock compensation expense, partially offset binarease in the non-deductibility of officers' cagngation and goodwill impairment in
20009.
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Liquidity and Capital Resources
The following table presents a summarywfreet cash provided by (used in) operating, irimgsind financing activities:

Fiscal Year
2010 2009 2008
(in thousands)

Net cash provided b

operating activitie: $ 119,90¢ $ 115,12¢ $ 101,21
Net cash used in investi
activities (44,816 (43,139 (120,216

Net cash (used ir
provided by financing

activities (39,73%) (30,39Y 12,69¢
Net increase (decrease)
cash $ 35350 $ 41,60 $ (6,306

Net cash provided by operating activitiesw119.9 million in 2010 compared to $115.1 millio 2009. This increase was primarily
to higher net income, partially offset by other mhes in working capital. Net income was $11.4 wrillhigher as a result of opening new
restaurants, average unit volume growth and higteegins. Net cash provided by operating activitvas $115.1 million in 2009 compared
$101.2 million in 2008. This increase was primadle to higher net income, as a result of openew restaurants, along with other changes
in working capital.

Our operations have not required signifieaorking capital and, like many restaurant companwe have been able to operate with
negative working capital. Sales are primarily fask, and restaurant operations do not requirefigignt 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 wé4.8 million in 2010 compared to $43.1 million iG@®. This increase was primarily due to
spending on capital expenditures. While we opereretaurants in 2010, compared to 17 restaurar#80d9, we had more restaurants in the
development pipeline in 2010 as a result of plarinerkased growth in 2011. Net cash used in inngsictivities was $43.1 million in 2009
compared to $120.2 million in 2008. This decreaas due to fewer restaurants in the developmentipgig 2009 along with the
$17.8 million use of cash associated with the aition of franchise restaurants in 2008. In 2008,0pened 17 restaurants compared to 29
restaurants opened in 2008.

We require capital principally for the demment of new company restaurants, the refurbistiroiexisting restaurants and the
acquisitions of franchise restaurants, if any. Weee lease our restaurant site locations underabipg leases for periods of five to 30 years
(including renewal periods) or purchase the lanénalit is cost effective. As of December 28, 2Gh6re were 117 restaurants developed on
land which we owned.

The following table presents a summaryagfital expenditures related to the developmentef restaurants, the refurbishment of
existing restaurants and the acquisition of fragehestaurants:

2010 2009 2008

(in 000's)
New company restaurar $ 29,79%¢ $ 30,63: $ 89,82¢
Refurbishment of existing restaurants 15,25¢ 14,88: 12,70¢
Total capital expenditure $ 45,05. $ 4551¢ $ 102,53t
Acquisition of franchise restaurants, net of castuired $ — 9 25 $ 17,83t
Restaurar-related repairs and maintenance expens $ 11,88¢ $ 11,08¢ $ 9,13¢

@ Includes minimal capital expenditures related fopsut center office
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(2 These amounts were recorded as an expense incthénstatement as incurre

Our future capital requirements will priniywdepend on the number of new restaurants we ,apertiming of those openings and the
restaurant prototype developed in a given fiscaty€hese requirements will include costs direatlated to opening new restaurants and
also include costs necessary to ensure that aasinficture is able to support a larger restauras¢. In 2011, we expect our capital
expenditures to be $65.0 to $70.0 million, the mjof which will relate to planned restaurant apegs. This amount excludes any cash |
for franchise acquisitions. We intend to satisfy capital requirements over the next 12 months wéigh on hand, net cash provided by
operating activities and, if needed, funds avadlabider our credit facility. For 2011, we anticgatt cash provided by operating activities
will exceed capital expenditures, which we curngpthn to use to increase our cash balance, repsectommon stock, pay dividends, and/or
repay borrowings under our credit facility.

Net cash used in financing activities wa9.8 million in 2010 compared to $30.4 million iG@. This increase was primarily due to
paying down more on borrowings on our credit fagilpartially offset by an increase in proceedsrfiithe exercise of stock options. Net cash
used in financing activities was $30.4 million iB0® compared to net cash provided by financingiiets of $12.7 million in 2008. The
decrease in 2009 was primarily due to repaymefB8af0 million in borrowings and decreased borrowingder our credit facility, offset by
stock repurchases in 2008. The decrease in 200®nivaarily due to increased borrowings under oeddrfacility in 2008, offset by stock
repurchases of $57.0 million in 2008. The increasadowings under our credit facility in 2008 angedo borrowings of approximately
$57.0 million in conjunction with stock repurchase2008 and approximately $20.0 in conjunctiontvatquisitions of franchise restaurants
in 2008.

On February 17, 2011, our Board of Direstapproved a stock repurchase program under whacheve authorized to repurchase up to
$50 million of our common stock. Any repurchasell bé made through open market transactions. Theg and the amount of any
repurchases will be determined by the Company'sagement under parameters established by the Bb@rdextors, based on its evaluation
of the Company's stock price, market conditions @athér corporate considerations. Also on Febru&r\2011, our Board of Directors
authorized the payment of a cash dividend of $p€¥8hare of common stock. This payment will bérithigted on April 1, 2011, to
shareholders of record at the close of busineddamh 16, 2011.

On February 14, 2008, our Board of Direstapproved a stock repurchase program under whacheve authorized to repurchase up to
$25.0 million of our common stock during the twaaygeriod ending February 14, 2010, which was lexéended to February 14, 2011. On
July 8, 2008, our Board of Directors approved a.@3fillion increase in the Company's stock repusetfarogram, thereby increasing the
Company's total stock repurchase authorizatiory®Gmillion. During 2008, we repurchased 6,512 ,80dres for an aggregate purchase
price of $57.0 million. No repurchases were mad20h0 or 2009. This program expired on February204,1.

In 2010, we paid distributions of $2.2 ioill to equity holders of ten of our majority-owneaimpany restaurants. In 2009, we paid
$2.1 million to equity holders of nine of our majgrowned company restaurants. In 2008, we pai@ #iillion to equity holders of seven of
our majority-owned company restaurants.

We have a $250.0 million five-year revolyicredit facility with a syndicate of commerciahtters led by Bank of America, N.A., Banc
of America Securities LLC and National City Bankiah in December 2008, was acquired by PNC Bank. fahility expires on May 31,
2012. The terms of the facility require us to patgfest on outstanding borrowings at the Londoerbank Offered Rate ("LIBOR") plus a
margin of 0.50% to 0.875% and to pay a commitmeatdf 0.10% to 0.175% per year on any unused poafithe facility, in both cases
depending on our leverage ratio. The weighted-ayeeiaterest rate for the revolver at December B&02vas 3.59%, including interest rate
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swaps. The lenders' obligation to extend credieuride facility depends on us maintaining cert@aricial covenants, 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 indiglates outside the facility, except for the incuceeaf secured indebtedness that in the
aggregate exceeds 20% of our consolidated tangéile/orth or circumstances where the incurrencseofired or unsecured indebtedness
would prevent us from complying with our financtalvenants. We were in compliance with all covenastef December 28, 2010.

At December 28, 2010, we had $50.0 milbdoutstanding borrowings under our credit facibityd $196.2 million of availability net of
$3.8 million of outstanding letters of credit. Iddition, we had various other notes payable tagedih.9 million with interest rates ranging
from 10.46% to 10.80%. Each of these notes retathe financing of specific restaurants. Our tetaighted average effective interest rate at
December 28, 2010 was 3.84%, including interest sataps.

At December 29, 2009, we had $99.0 milbdoutstanding borrowings under our credit facibityd $147.3 million of availability net of
$3.7 million of outstanding letters of credit. Iddition, we had various other notes payable tagedi.0 million with interest rates ranging
from 10.46% to 10.80%. Each of these notes retathe financing of specific restaurants. Our tetaighted average effective interest rate at
December 29, 2009 was 2.53%, including interest sataps.

On October 22, 2008, we entered into agr@st rate swap, which started on November 7, 20@B,a notional amount of $25.0 million
to hedge a portion of the cash flows of our vagablte credit facility. We have designated theregerate 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 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 LIBORafterm ending on November 7, 2015, effectivefuteng in a fixed rate LIBOR
component of the $25.0 million notional amount. ©aunterparty in the interest rate swap is J.P.gdorChase, N.A.

On January 7, 2009, we entered into anatherest rate swap, starting on February 7, 200, a notional amount of $25.0 million to
hedge a portion of the cash flows of our variable credit facility. We have designated the intera® swap as a cash flow hedge of our
exposure to variability in future cash flows attri@able to interest payments on a $25.0 milliondhenof floating rate debt borrowed under
revolving credit facility. Under the terms of th@ap, we pay a fixed rate of 2.34% on the $25.0iomlhotional amount and receive payments
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. ©@aunterparty in this interest rate swap is J.Prddo Chase, N.A.
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Contractual Obligations
The following table summarizes the amoumayments due under specified contractual oblgetias of December 28, 2010:

Payments Due by Period

Less than 1-3 3-5 More than
Total 1 year Years Years 5 years
(in thousands)

Long-term debt obligation $ 51,86 $ 18t $ 50,43t $ 537 $ 70¢
Capital lease obligatior 31t 89 207 19 —
Interest(1) 10,57¢ 1,79: 3,58¢ 3,58¢ 1,61Z
Operating lease obligatiol 198,21 21,09( 41,25( 37,71 98,16¢
Capital obligation: 52,80 52,80 — — —
Total contractual obligations(: $ 313,77¢ $ 7596¢ $ 95477 $ 41,85! $ 100,48!

(1) Assumes constant rate until maturity for our fixetl variable rate debt and capital lease obligatioises interest rates
as of December 28, 2010 for our variable rate datdgrest payments on our variable-rate revolviraglit facility
balance at December 28, 2010 are calculated bastt@ssumption that debt relating to the intenast swaps
covering notional amounts totaling $50.0 milliom@Ens outstanding until the expiration of the resipe swap
arrangements. The interest rates used in detergniniarest payments to be made under the inteagsswap
agreements were determined by taking the applidadad rate of each swap plus the 0.50% marginciviaias in effect
as of December 28, 2010.

(2 Unrecognized tax benefits under ASC 740 are imnistend, therefore, are excluded from this ama

The Company has no material minimum purettasnmitments with its vendors that extend beyoypdaa. See notes 4 and 7 to the
Consolidated Financial Statements for details ot@xtual obligations.

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

We entered into real estate lease agreenf@ntranchise restaurants located in Everett, Méngmont, CO, Montgomeryville, PA,
Fargo, ND and Logan, UT prior to our granting friaise rights for those restaurants. We have subsdglessigned 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 March 2021, the Fargedeaxpires in July 2016 and the Logan
lease expires on August 2019. As the fair valuthe$e guarantees is not considered significaritability value has been recorded.

Recent Accounting Pronouncements
Fair Value Measures and Disclosures
(Accounting Standards Update ("ASU") 2010-06)

In January 2010, the FASB issued ASU 208 @vBich amends ASC 82Bair Value Measures and DisclosureASU No. 2010-06
amends the ASC to require disclosure of transteramd out of Level 1
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and Level 2 fair value measurements, and also requore detailed disclosure about the activity imittevel 3 fair value measurements. The
changes as a result of this update are effectivarfoual and interim reporting periods beginnirtgraDecember 15, 2009 (our 2010 fiscal
year), except for requirements related to Leveils8ldsures, which are effective for annual andrintgoeriod beginning after December
2010 (our 2011 fiscal year). This guidance requiras disclosures only, and will have no impact an@nsolidated financial position,
results of operations or cash flows.

Critical Accounting Policies and Estimates

The above discussion and analysis of manftial condition and results of operations arethagpon our Consolidated Financial
Statements, which have been prepared in accordutité).S. generally accepted accounting principldse preparation of these financial
statements requires us to make estimates and judgriat affect the reported amounts of assets|itias, revenue and expenses, and
disclosures of contingent assets and liabilitias: €gnificant accounting policies are describedate 2 to the accompanying Consolidated
Financial Statements. Critical accounting policies those that we believe are most important ttraapgng our financial condition and results
of operations and also require the greatest anafusitbjective or complex judgments by managemetythents or uncertainties regarding
the application of these policies may result ineriatly different amounts being reported underetiéht conditions or using different
assumptions. We consider the following policiebéahe most critical in understanding the judgmémas are involved in preparing the
consolidated financial statements.

Impairment of Long-lived AssetsWe evaluate our long-lived assets for impairnahe individual restaurant level when events or
circumstances indicate that the carrying amousat i@gfstaurant may not be recoverable. When we aeatastaurants, cash flows are the
primary indicator of impairment. Our evaluation u#gs an estimation of the future undiscounted éasts from operating the restaurant
over its estimated useful life, which can be faresiod of over 20 years. In the estimation of fataash flows, we consider the period of time
the restaurant has been open, the trend of opesatieer such period and future periods and expentafor future sales growth. We limit
assumptions about important factors such as tréfduwre operations and sales growth to thosedhasupportable based upon our plans for
the restaurant and actual results at comparalieurasts. Both qualitative and quantitative infotim are considered when evaluating for
potential impairments. As we assess the ongoinga®gd cash flows and carrying amounts of our lavedl assets, these factors could cause
us to realize a material impairment charge.

If assets are determined to be impairednsasure the impairment charge by calculating theust by which the asset carrying amount
exceeds its fair value. The determination of afsetvalue is also subject to significant judgmeafie generally measure estimated fair value
by discounting estimated future cash flows or lejpendent third party appraisal, if available. Wfsnvalue is measured by discounting
estimated future cash flows, the assumptions usedamsistent with what we believe hypothetical kedparticipants would use. We also use
a discount rate that is commensurate with theiniskrent in the projected cash flows. If these agsions change in the future, we may be
required to record impairment charges for thesetass

See note 15 in the Consolidated Finanditetents for further discussion regarding closaresimpairments recorded in 2010, 2009
and 2008, including the impairments of goodwill artder long-lived assets.

Goodwill. Goodwill is tested annually for impairment, dadested more frequently if events and circumsanndicate that the asset
might be impaired. We have assigned goodwill toréporting unit, which we consider to be the indual restaurant level. An impairment
loss is recognized to the extent that the carrgimgpunt exceeds the implied fair value of goodwilie determination of impairment consists
of two steps. First, we determine the fair valu¢hef reporting unit and compare
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it to its carrying amount. The fair value of th@oeting unit may be based on several valuation@ggres including capitalization of earnin
discounted cash flows, comparable public compamketanultiples and comparable acquisition markeltiples. Second, if the carrying
amount of the reporting unit exceeds its fair valreimpairment loss is recognized for any excésiseocarrying amount of the reporting
unit's goodwill over the implied fair value of tgeodwill. The implied fair value of goodwill is d&=mined by allocating the fair value of the
reporting unit, in a manner similar to a purchaseepallocation. The residual fair value after thiocation is the implied fair value of the
reporting unit goodwill.

The valuation approaches used to deterfaingalue are subject to key judgments and assiompthat are sensitive to change such as
judgment and assumptions about our appropriatentevgrowth rates, operating margins, weighted aescast of capital, and compara
company and acquisition market multiples. In estingathe fair value using the discounted cash flowthe capitalization of earnings mett
we consider the period of time the restaurant le@s lmpen, the trend of operations over such pendduture periods, expectations of future
sales growth and terminal value. Assumptions almopbrtant factors such as trend of future operatimd sales growth are limited to those
that are supportable based upon the plans foeftaurant and actual results at comparable restauk&hen developing these key judgments
and assumptions, we consider economic, operatahamarket conditions that could impact our faiueaThe judgments and assumptions
used are consistent with what we believe hypothktiarket participants would use. However, estisiate inherently uncertain and repre
only our reasonable expectations regarding futekelbpments. If the estimates used in performiegripairment test prove inaccurate, the
fair value of the restaurants may ultimately prawv&e significantly lower, thereby causing the giang value to exceed the fair value and
indicating impairment has occurred.

At December 28, 2010, we had 65 reportimgsyprimarily at the restaurant level, with abbed goodwill of $111.8 million. The avere
amount of goodwill associated with each reporting is $1.7 million with six reporting units havirgpodwill in excess of $4.0 million. Bas
on our estimate of fair value, we are currently itming five restaurants with total goodwill of $#3million. Since we determine the fair
value of goodwill at the restaurant level, any ffigant decreases in cash flows at these restaumanithers could trigger an impairment
charge in the future. The fair value of each of atlner reporting units was substantially in exadsheir respective carrying values as of the
2010 goodwill impairment test. See note 15 in tbagdlidated Financial Statements for further dismrsregarding closures and impairme
recorded in 2010, 2009 and 2008, including the impants of goodwill and other long-lived assets.

Insurance Reserves.We self-insure a significant portion of expeckesses under our workers compensation, genatality,
employment practices liability and property insuraiprograms. We purchase insurance for individiagans that exceed the amounts listed
below:

Employment practices liabilit $ 250,00(
Workers compensatic $ 250,00(
General liability $ 100,00(
Property $ 25,00(

We record a liability for unresolved clairmnsd for an estimate of incurred but not reporfathts at the anticipated cost to us based on
estimates provided by management, a third partyirddirator and/or an actuary. Our estimated lipib based on a number of assumptions
and factors regarding economic conditions, theueegy and severity of claims and claim developrhéstory and settlement practices.
Estimates of claims reserves related to workerspemsation and general liability are discountedaisiiscount rate of approximately 3.0%
at December 28, 2010 resulting in a discount of $dillion. An increase or decrease in the discaate of 100 basis points would change the
reserve, and resulting expense, by an immateriabiatm\We also monitor actuarial observations of
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historical claim development for the industry. @Gsumptions are reviewed, monitored, and adjustesthwvarranted by changing
circumstances. In addition, starting in fiscal 20d& self-insure a significant portion of expecleskses under our employee healthcare
insurance program and purchase insurance for mhaiviclaims under the program that exceed $150,000.

Income Taxes. We account for income taxes in accordance A8 740 under which deferred assets and liabildiesrecognized
based upon anticipated future tax consequencésusdiible to differences between financial statencantying values of assets and liabilities
and their respective tax bases. A valuation allmeda established to reduce the carrying valueetdrded tax assets if it is considered more
likely than not that such assets will not be resdizAny change in the valuation allowance wouldharged to income in the period such
determination was made.

Uncertain tax positions are accounted fatar FASB ASC 740. FASB ASC 740 requires that atjpostaken or expected to be taken in
a tax return be recognized in the financial stat@sehen it is more likely than not (i.e., a likedbd of more than fifty percent) that the
position would be sustained upon examination byatatkorities that have full knowledge of all relataformation. A recognized tax positi
is then measured at the largest amount of beietiti$ greater than fifty percent likely of beirgglized upon settlement.

Effects of Inflation

We believe inflation has had a negativeetfbn our operations during the past few yeamgeahave not substantially offset increases in
our restaurant and operating costs resulting firdiation by altering our menu, increasing menu gsiand/or making other adjustments.
Whether we are able and/or choose to offset tleesfiof inflation will determine to what, if anytent inflation affects our operations in
future periods.

ITEM 7TA—QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK

We are exposed to market risk from chamy@serest rates on debt and changes in commeditgs. Our exposure to interest rate
fluctuations is limited to our outstanding bank dé&bur options for the rate are the Base Rate, lwisithe higher of the issuing bank's prime
lending rate or the Federal Funds rate plus 0.56%I|BOR plus an applicable margin. At December 2®&10, there was $50.0 million in
outstanding borrowings under our revolving linec#dit, which bears interest at approximately 58#® basis points (depending on our
leverage ratios) over LIBOR. We had various othees payable totaling $1.9 million with fixed ingst rates ranging from 10.46% to
10.80%. Should interest rates based on these bimgewncrease by one percentage point, our estirataual interest expense would
increase by $0.5 million.

On October 22, 2008, we entered into agr@st rate swap, which started on November 7, 20@B,a notional amount of $25.0 million
to hedge a portion of the cash flows of our vagablte credit facility. We have designated theregerate swap as a cash flow hedge of our
exposure to variability in future cash flows attriéible to interest payments on a $25.0 milliondhenof floating rate debt borrowed under
revolving credit facility. Under the terms of the@ap, 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 andtherest rate swap, starting February 7, 2009 wihotional amount of $25.0 million to
hedge a portion of the cash flows of our variable credit facility. We have designated the interate 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 theap, we pay a fixed rate of 2.34% on the $25.0iomlhotional amount and receive payments
from the counterparty based on the
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1-month LIBOR rate for a term ending on January 1,&@ffectively resulting in a fixed rate LIBOR cponent of the $25.0 million notion
amount.

By using a derivative instrument to hedgpasures to changes in interest rates, we expaselwas to credit risk. Credit risk is the
failure of the counterparty to perform under therte of the derivative contract. We minimize thedireisk by entering into transactions with
high-quality counterparties whose credit ratingvaluated on a quarterly basis. Our counterpartiyérinterest rate swap is JP Morgan Chase,
N.A.

Many of the ingredients used in the prodwatid in our restaurants are commodities thasalpgect to unpredictable price volatility.
There are no established fixed price markets faagecommodities such as produce and cheese, araawsubject to prevailing market
conditions when purchasing those types of comneslifror other commodities, we employ various pusicigaand pricing contract techniq.
in an effort to minimize volatility, including fix@price contracts for terms of one year or lessragbtiating prices with vendors with
reference to fluctuating market prices. We curgedt not use financial instruments to hedge comtyaatices, but we will continue to
evaluate their effectiveness. Extreme and/or lengntincreases in commodity prices could adversié&ctour future results, especially if we
are unable, primarily due to competitive reasom$ntrease menu prices. Additionally, if there tin@e lag between the increasing commo
prices and our ability to increase menu prices wei believe the commodity price increase to betshaduration and we choose not to pass
on the cost increases, our short-term financialltesould be negatively affected.

We are subject to business risk as our &ggbly is highly dependent upon two to four vesddyhile we maintain relationships with
additional suppliers, if any of these vendors werable to fulfill its obligations under its conttacwe may encounter supply shortages and
incur higher costs to secure adequate suppliespfaniich would harm our business.

ITEM 8—FINANCIAL STATEMENTS AND SUPPLEMENTARY FINAN CIAL DATA
See Index to Consolidated Financial Statémat Iltem 15.

ITEM 9—CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANT S ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A—CONTROLS AND PROCEDURES

Evaluation of disclosure controls and procedures

We have evaluated the effectiveness ofldségn and operation of our disclosure controls@mdedures pursuant to, and as defined in,
Rules 13a-15(e) under the Securities Exchange At®®4, as amended as of the end of the periodreduey this report. Based on the
evaluation, performed under the supervision antl thié participation of our management, including @hief Executive Officer (the "CEO")
and the Chief Financial Officer (the "CFQ"), ourmagement, including the CEO and CFO, concludeddhatisclosure controls and
procedures were effective as of the end of Dece@®e2010.

Changes in internal control

During the fourth quarter of 2010, thereeveo changes with respect to our internal comtver financial reporting that materially
affected, or are reasonably likely to materiallfeaf, internal control over financial reporting.
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Management's Report on Internal Control over Finangal Reporting

Under Section 404 of the Sarbanes-OxleyoA@002, our management is required to assessffiaetiveness of the Company's internal
control over financial reporting as of the end a€le fiscal year and report, based on that assegsswiegther the Company's internal control
over financial reporting is effective.

Management of the Company is responsiblestablishing and maintaining adequate internatrobover financial reporting. As defin
in Exchange Act Rule 13a-15(f), internal controéofinancial reporting is a process designed bynoler the supervision of, our principal
executive and principal financial officer and etft by our board of directors, management and q@é&esonnel, to provide reasonable
assurance regarding the reliability of financigdoging and the preparation of financial statemémt&xternal purposes in accordance with
generally accepted accounting principles. Therefaternal control over financial reporting detened to be effective can provide only
reasonable assurance with respect to financiamstit preparation and may not prevent or deteatiatatements.

Under the supervision and with the parttign of our management, including our CEO and Ck©®assessed the effectiveness of the
Company's internal control over financial reportasyof the end of the period covered by this reporthis assessment, the Company applied
criteria based on the "Internal Control—Integrafedmework" issued by the Committee of SponsoringaBizations of the Treadway
Commission. These criteria are in the areas ofrobahvironment, risk assessment, control actigjtisformation and communication, and
monitoring. The Company's assessment included denting, evaluating and testing the design and tipgraffectiveness of its internal
control over financial reporting. Based upon thialaation, our management concluded that our iatezantrol over financial reporting was
effective as of December 28, 2010.

KPMG LLP, the independent registered puaticounting firm that audited our Consolidated Raial Statements included in the Ann
Report on Form 10-K, has also audited the effenggs of the Company's internal control over finaln@porting as of December 28, 2010 as
stated in their report at F-1.

ITEM 9B—OTHER INFORMATION
None.
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PART IlI
ITEM 10—DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information regarding the directors of ©@mpany is incorporated herein by reference tartfeemation set forth under "Election of
Directors" in the Proxy Statement for the 2011 Aairideeting of Stockholders.

Information regarding executive officerstié Company has been included in Part | of thisuwah Report under the caption "Executive
Officers of the Company."

Information regarding corporate governaoiche Company is incorporated herein by referandée information set forth in the Proxy
Statement for the 2011 Annual Meeting of Stockhade

ITEM 11—EXECUTIVE COMPENSATION
Incorporated by reference from the Compabgfinitive Proxy Statement to be dated approxatyadpril 8, 2011.

ITEM 12—SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OW NERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Incorporated by reference from the Compabgfinitive Proxy Statement to be dated approxatyadpril 8, 2011.
ITEM 13—CERTAIN RELATIONSHIPS AND RELATED TRANSACTI ONS, AND DIRECTOR INDEPENDENCE

Incorporated by reference from the Compabgfinitive Proxy Statement to be dated approxatyadpril 8, 2011.
ITEM 14—PRINCIPAL ACCOUNTING FEES AND SERVICES

Incorporated by reference from the Compabgfinitive Proxy Statement to be dated approxatyadpril 8, 2011.
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PART IV
ITEM 15—EXHIBITS, FINANCIAL STATEMENT SCHEDULES

€)) 1. Consolidated Financial Statements

Page Number

Description in Report
Reports of Independent Registered Public Accourfing F-1
Consolidated Balance Sheets as of December 28,&td ®ecember 29, 20! F-3
Consolidated Statements of Income for the yearseimcember 28, 2010,

December 29, 2009 and December 30, 2 F-4
Consolidated Statements of Stockholders' Equity@mahprehensive Income for the

years ended December 28, 2010, December 29, 2@0Becember 30, 20C F-5
Consolidated Statements of Cash Flows for the yeaded December 28, 2010,

December 29, 2009 and December 30, Z F-6
Notes to Consolidated Financial Statem F-7

2. Financial Statement Schedules

Omitted due to inapplicability or becausquired information is shown in the Company's Céidated Financial Statements or notes
thereto.

3. Exhibits

Exhibit No. Description
3.1 Form of Amended and Restated Certificate of Ipocation of Registrant (incorporated
by reference to Exhibit 3.2 to the Registrationt&teent on Form S-1 of Registrant (File
No. 33:-115259))

3.2 Bylaws of Registrant (incorporated by referenc&xbibit 3.3 to the Registration
Statement on Form-1 of Registrant (File No. 3--115259))

4.1 Registration Rights Agreement, dated as of May0b42 among Registrant and others
(incorporated by reference to Exhibit 4.3 to thgiR&ation Statement on Form S-1 of
Registrant (File No. 3:-115259))

10.17" Texas Roadhouse, Inc. 2004 Equity Incentive Placo(porated by reference to
Exhibit 4.1 to the Registration Statement on For® @& Registrant (File No. 333-
121241))

10.z Amended and Restated Office Lease Agreement (Orag&a Centre), dated as of
August 15, 2003, by and between Paragon Centrecfsdss, LLC and Texas Roadhol
Holdings LLC, as amended (incorporated by referaadexhibit 10.1 to the Registratic
Statement on Form-1 of Registrant (File No. 3:-115259))

10.2 Form of Director and Executive Officer Indemnifiiwat Agreement (incorporated by
reference to Exhibit 10.9 to the Registration Steget on Form S-1 of Registrant (File
No. 33:-115259))

10.4 Form of Limited Partnership Agreement and Operafiggeement for company-
managed Texas Roadhouse restaurants, includingdehef the owners of such
restaurants and the interests held by directoes;igive officers and 5% stockholders
who are parties to such an agreement (incorpotatedference to Exhibit 10.10 to the
Registration Statement on Forr-1 of Registrant (File No. 3:-115259))
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Exhibit No.

Description

10.5

10.€

10.7

10.€

10.€

10.1¢

10.11

10.12

10.1<

10.14°

10.1%*

10.1€

Lease Agreement dated as of November 1999, bypatveeen TEAS I, LLC and Texas
Roadhouse Holdings LLC (incorporated by referencExhibit 10.13 to the Registratit
Statement on Form-1 of Registrant (File No. 3:-115259))

Form of Franchise Agreement and Preliminary Agresrfar a Texas Roadhouse
restaurant franchise, including schedule of dinegtexecutive officers and 5%
stockholders which have entered into either agreéirecorporated by reference to
Exhibit 10.14 to the Registration Statement on F8qh of Registrant (File No. 333-
115259))

Updated schedule as of December 28, 2010 of themnf company-managed Texas
Roadhouse restaurants and the interests held &gtais, executive officers and 5%
stockholders who are parties to Limited Partnergfgpeements and Operating
Agreements as set forth at Exhibit 10.4 of thisnfrd€-K

Updated schedule as of December 28, 2010 of teetdirs, executive officers and 5%
stockholders which have entered into Franchise égents or Preliminary Agreements
for a Texas Roadhouse Franchise as set forth abiE#6.6 of this Form 1-K

Amended and Restated Lease Agreement (Two Paragainef dated January 1, 2006
between Paragon Centre Holdings, LLC and Texas kme Holdings LLC
(incorporated by reference to Exhibit 10.17 of Régint's Quarterly Report on Form 10-
Q for the quarter ended June 27, 2006) (File N6-50972))

First Amendment to Amended and Restated Lease Agmee(Two Paragon Centre)
dated December 18, 2006 between Paragon Centréngs]d.LC and Texas Roadhouse
Holdings LLC (incorporated by reference to Exhitiit21 of Registrant's Annual Report
on Form 1K for the year ended December 26, 2006) (File N§-50972))

Amended and Restated Credit Agreement, dated Blapf31, 2007, by and among
Texas Roadhouse, Inc., the lenders named therdiBamnk of America, N.A., as
Administrative Agent (incorporated by referencdetdibit 10.1 to Registrant's Current
Report on Form-K dated June 6, 2007 (File No. (-50972))

Second Amendment to Amended and Restated Leasergrd (Two Paragon Centre)
dated May 10, 2007 between Paragon Centre Holdirids,and Texas Roadhouse
Holdings LLC (incorporated by reference to Exhitiit2 of Registrant's Quarterly
Report on Form 1-Q for the quarter ended June 26, 2007) (File N6-50972))

Third Amendment to Amended and Restated Lease Agree(Two Paragon Centre)
dated September 7, 2007 between Paragon Centringg|d.LC and Texas Roadhouse
Holdings LLC (incorporated by reference to Exhitfit1 of Registrant's Quarterly
Report on Form 1-Q for the quarter ended September 25, 2007) (File08(-50972))

Employment Agreement between Registrant and G ii.dffective December 26, 2007
(incorporated by reference to Exhibit 10.14 of Régint's Annual Report on Form 10-K
for the year ended December 25, 2007 (File No-50972))

Employment Agreement between Registrant and Sco@adlbsi effective December 26,
2007 (incorporated by reference to Exhibit 10.1Registrant's Annual Report on
Form 1(-K for the year ended December 25, 2007 (File N6-50972))

Employment Agreement between Registrant and Steventiz effective December 26,
2007 (incorporated by reference to Exhibit 10.1&Registrant's Annual Report on
Form 1(-K for the year ended December 25, 2007 (File N6-50972))

55




Table of Contents

Exhibit No.

Description

10.1%#

10.1¢

10.1¢

10.2¢*

10.21

10.27"

10.27

10.24

10.2¢¢

10.2¢°

10.27

10.2¢°

10.2¢*

10.3C*

Employment Agreement between Registrant and WhtRaylor effective December 26,
2007 (incorporated by reference to Exhibit 10.1Registrant's Annual Report on
Form 1(-K for the year ended December 25, 2007 (File N6-50972))

Employment Agreement between Registrant and SheiBrown effective
December 26, 2007 (incorporated by reference tolixt0.18 of Registrant's Annual
Report on Form 1-K for the year ended December 25, 2007 (File N6-50972))

Form of Restricted Stock Unit Award Agreement (irmrated by reference to
Exhibit 10.19 of Registrant's Annual Report on FAiorK for the year ended
December 25, 2007 (File No. (-50972))

Form of First Amendment to Restricted Stock Unitakas Agreement with non-
management directors (incorporated by referenéexkibit 10.20 of Registrant's Annual
Report on Form 1-K for the year ended December 30, 2008 (File N6-50972))

Amendment to Texas Roadhouse, Inc. 2004 Equityntinge Plan (incorporated by
reference to Exhibit 10.21 of Registrant's Annuap&t on Form 10-K for the year
ended December 30, 2008 (File No. -50972))

Amendment to Employment Agreement between Registrach G.J. Hart effective
January 1, 2009 (incorporated by reference to Eixhih22 of Registrant's Annual
Report on Form 1-K for the year ended December 30, 2008 (File N6-50972))

Amendment to Employment Agreement between Registiath Scott M. Colosi
effective January 1, 2009 (incorporated by refeeaincExhibit 10.23 of Registrant's
Annual Report on Form 10-K for the year ended Ddwem30, 2008 (File No. 000-
50972))

Amendment to Employment Agreement between Registnaah Steven L. Ortiz effecti
January 1, 2009 (incorporated by reference to Eixhih24 of Registrant's Annual
Report on Form 1-K for the year ended December 30, 2008 (File N6-50972))

Amendment to Employment Agreement between Registmach W. Kent Taylor
effective January 1, 2009 (incorporated by refeegincExhibit 10.25 of Registrant's
Annual Report on Form 10-K for the year ended Dédwem30, 2008 (File No. 000-
50972))

Amendment to Employment Agreement between Registnath Sheila C. Brown
effective January 1, 2009 (incorporated by refeegincExhibit 10.26 of Registrant's
Annual Report on Form 10-K for the year ended Dédwem30, 2008 (File No. 000-
50972))

Fourth Amendment to Amended and Restated LeasecAgmet (Two Paragon Centre)
dated July 22, 2009 between Paragon Centre Holdib@sand Texas Roadhouse
Holdings LLC (incorporated by reference to Exhitfit1 of Registrant's Quarterly
Report on Form 1-Q for the quarter ended September 29, 2009 (FileOR-50977))

Second Amendment to Employment Agreement betwegisRant and G.J. Hart dated
February 18, 2010 (incorporated by reference talktxh0.28 of Registrant's Annual
Report on Form 1-K for the year ended December 29, 2009 (File N6-50972))

Second Amendment to Employment Agreement betwegisRant and Scott M. Colosi
dated February 18, 2010 (incorporated by referém&xhibit 10.29 of Registrant's
Annual Report on Form 10-K for the year ended Dédwem29, 2009 (File No. 000-
50972))

Second Amendment to Employment Agreement betwegisRant and Steven L. Ortiz
dated February 18, 2010 (incorporated by referémé&sxhibit 10.30 of Registrant's
Annual Report on Form 10-K for the year ended Dédwem29, 2009 (File No. 000-
50972))
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Exhibit No.

Description

10.3F

10.37

21.1
23.1

31.1

31.z

32.1

32.2

Second Amendment to Employment Agreement betwegistrant and W. Kent Taylor
dated February 18, 2010 (incorporated by referémé&sxhibit 10.31 of Registrant's
Annual Report on Form 10-K for the year ended Ddwem29, 2009 (File No. 000-
50972))

Second Amendment to Employment Agreement betwegrsiRant and Sheila C. Brov
dated February 18, 2010 (incorporated by referémé&sxhibit 10.32 of Registrant's
Annual Report on Form 10-K for the year ended Ddwem29, 2009 (File No. 000-
50972))

List of Subsidiarie:
Consent of KPMG LLP, Independent Registered Pukdicounting Firm

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

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

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 200z

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 200z

* Management contract or compensatory plan or arraagerequired to be filed as an exhibit to FormKLO0-
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934amended, the registrant has duly caused
this report to be signed on its behalf by the usideed, thereunto duly authorized.

TEXAS ROADHOUSE, INC

By: /sl G.J. HART

G.J. HART
President, Chief Executive Officer, Direc

Date: February 25, 201

Pursuant to the requirements of the SeesrExchange Act of 1934, as amended, this AnneabR has been signed below by the
following persons on behalf of the registrant amthie capacities and on the dates indicated.

Signature Title Date

/s/ W. KENT TAYLOR

Chairman of the Company, Director FebruaryZH,1
W. Kent Taylor
s/ G.J. HART President, Chief Executive Officer, February 25. 2011
Director (Principal Executive Officer) y &0
G.J. Harl
/s/ SCOTT M. COLOSI Chief Financial Officer (Principal
Financial Officer and Principal February 25, 2011
Scott M. Colos Accounting Officer)
/sl GREGORY N. MOORE
Director February 25, 2011
Gregory N. Moore
/sl MARTIN T. HART
Director February 25, 2011
Martin T. Hart
/sl JAMES F. PARKER
Director February 25, 2011

James F. Parkt
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Signature

/sl JAMES R. RAMSEY

James R. Ramse

/sl JAMES R. ZARLEY

James R. Zarle

Director

Director
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Date

February 25, 2011

February 25, 2011
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Texas Roadhouse, Inc.:

We have audited the accompanying conselilbtlance sheets of Texas Roadhouse, Inc. andlisuies (the "Company") as of
December 28, 2010 and December 29, 2009, and tedeconsolidated statements of income, stockhslldguity and comprehensive
income, and cash flows for each of the years inttiheeyear period ended December 28, 2010. These coasadidinancial statements are
responsibility of the Company's management. Oyamrsibility is to express an opinion on these ctidated financial statements based on
our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €lgat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on glasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated finanattements referred to above present fairly, imalerial respects, the financial position of
Texas Roadhouse, Inc. and subsidiaries as of Dezre®8h 2010 and December 29, 2009, and the resut®ir operations and their cash
flows for each of the years in the three-year gednded December 28, 2010, in conformity with lgé&herally accepted accounting
principles.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogatdsoard (United States), Texas
Roadhouse, Inc.'s internal control over finanaiglarting as of December 28, 2010, based on crigstablished itnternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO), and our regated
February 25, 2011 expressed an unqualified opioiothe effectiveness of the Company's internalrobotser financial reporting.

/sl KPMG LLP

Louisville, Kentucky
February 25, 2011
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Texas Roadhouse, Inc.:

We have audited the internal control owearicial reporting of Texas Roadhouse, Inc. asexfdinber 28, 2010 based on criteria
established imnternal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidiiie Treadway Commission
(COSO0). Texas Roadhouse, Inc.'s management isrsigm for maintaining effective internal contrales financial reporting and for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomypag Management's Report on Internal
Control over Financial Reporting appearing undeml©A. Our responsibility is to express an opimonTexas Roadhouse Inc.'s internal
control over financial reporting based on our audit

We conducted our audit in accordance withgtandards of the Public Company Accounting Ogietr8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operaffiectiveness of internal control based on
the assessed risk. Our audit also included perfagreuch other procedures as we considered necesghg/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company's internal control over finangigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegenerally accepted accounting
principles. A company's internal control over fic& reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jde reasonable assurance regarding preventitmely detection of unauthorized
acquisition, use, or disposition of the compangsets that could have a material effect on thenfirz statements.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, Texas Roadhouse, Inc. naid, in all material respects, effective interwaitrol over financial reporting as of
December 28, 2010, based on criteria establishédemal Control—Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).

We also have audited, in accordance wighstandards of the Public Company Accounting Oghtdoard (United States), the
consolidated balance sheets of Texas Roadhousearidcsubsidiaries as of December 28, 2010 andrblsee29, 2009, and the related
consolidated statements of income, stockholdetstyegnd comprehensive income, and cash flowsdohef the years in the three-year
period ended December 28, 2010, and our reportldagbruary 25, 2011 expressed an unqualified opioiothose consolidated financial
statements.

/sl KPMG LLP

Louisville, Kentucky
February 25, 2011
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Texas Roadhouse, Inc. and Subsidiaries

Consolidated Balance Sheets

(in thousands, except share and per share data)

Assets
Current asset:
Cash and cash equivalel
Receivables, net of allowance for doubtful accowfit$222 in 2010 and $911 in 20
Inventories, ne
Prepaid income taxe
Prepaid expense
Deferred tax asse

Total current asse

Property and equipment, r

Goodwill

Intangible assets, n

Fair value of derivative financial instrumel
Other asset

Total asset

Liabilities and Stockholders' Equity
Current liabilities:
Current maturities of lor-term debt and obligations under capital le¢
Accounts payabl
Deferred reveni—gift cards/certificate:
Accrued wage
Income tax payabl
Accrued taxes and licens
Other accrued liabilitie

Total current liabilities

Long-term debt and obligations under capital leasedudkgy current maturitie
Stock option and other depos

Deferred ren

Deferred tax liabilities

Fair value of derivative financial instrumei

Other liabilities

Total liabilities
Texas Roadhouse, Inc. and subsidiaries stockholelguity:

Preferred stock ($0.001 par value, 1,000,000 sharg®rized; no shares issued or
outstanding’

Common stock ($0.001 par value, 100,000,000 stearg®rized, 72,222,991 and
70,384,915 shares issued and outstanding at Decet@p2010 and December 29,
2009, respectively

Additional paid in capita

Retained earning

Accumulated other comprehensive (loss)¢

Texas Roadhouse, Inc. and subsidiaries stockholeiguity
Noncontrolling interest

Total equity
Total liabilities and stockholders' equ

December 28,

December 29,

2010 2009
$ 82,21f $ 46,85¢
12,56: 12,31
9,197 8,00
37¢E —
7,204 5,611
2,36¢ 1,531
113,92: 74,31¢
458,98: 456,28
111,78! 113,46!
10,11¢ 11,19¢
— 31
7,99: 6,78¢
$ 702,80 $ 662,07.
$ 274 $ 247
26,86¢ 27,88:
39,16¢ 34,44:
21,05( 20,18¢
— 6,194
12,31¢ 8,57¢
12,38 10,67
112,05¢ 108,20:
51,90¢ 101,17¢
4,05% 3,65:
14,45 12,08¢
8,44+ 6,66(
2,17¢ —
10,32« 7,33¢
203,41¢ 239,12:
72 70
250,87: 231,56¢
247,00¢ 188,71
(1,339 19
496,61t 420,37:
2,76¢€ 2,57¢
499,38: 422,95(
$ 702,80: $ 662,07:

See accompanying notes to Consolidated Financaati®ents.
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Texas Roadhouse, Inc. and Subsidiaries
Consolidated Statements of Income

(in thousands, except per share data)

Fiscal Year Ended

December 28, December 29, December 30,
2010 2009 2008
Revenue
Restaurant sale $ 99598t $ 934,100 $ 871,55t
Franchise royalties and fe 9,00¢ 8,231 8,90¢
Total revenue 1,004,99. 942,33 880,46:
Costs and expense
Restaurant operating cos
Cost of sale: 324,26 312,80( 308,12:
Labor 293,02: 276,62t 253,13
Rent 21,36 20,01¢ 15,87¢
Other operating 172,89: 158,96: 146,01
Pre-opening 7,051 5,81z 11,60¢
Depreciation and amortizatic 41,28: 41,82: 37,69«
Impairment and closure 2,00¢ 3,00( 2,17¢
General and administrati 52,49« 47,43( 43,80¢
Total costs and expens 914,37t 866,47( 818,43:
Income from operatior 90,61" 75,86 62,02’
Interest expense, n 2,67: 3,27: 3,844
Equity income from investments in unconsolidatec
affiliates (428 (221) (215)
Income before taxe $ 88,37: $ 72,80¢ $ 58,39¢
Provision for income taxe 27,68: 23,49: 19,38¢
Net income including noncontrolling intere: $ 60,68¢ $ 49,31¢ $ 39,00¢
Less: Net income attributable to noncontrolling
interests 2,40( 1,83¢ 841
Net income attributable to Texas Roadhouse, Ind.
subsidiaries $ 58,28¢ $ 47,47¢ $ 38,16¢
Net income per common sha
Basic $ 0.8z $ 0.6¢ $ 0.5¢
Diluted $ 0.8C $ 0.67 $ 0.52
Weighted average shares outstand
Basic 71,43. 69,96° 72,67:
Diluted 72,92¢ 71,29¢ 74,07¢

See accompanying notes to Consolidated FinancaatiBents.
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Texas Roadhouse, Inc. and Subsidiaries
Consolidated Statements of Stockholders' Equity an€omprehensive Income

(in thousands, except share data)

Class A Class B Accumulated  Total Texas
Other Roadhouse, Inc
Retainec Comprehensive Noncontrolling
Par Par Paid in and
Shares Value Shares Value Capital Earnings Income (Loss) Subsidiaries Interests Total

Balance,
December 2t
2007 69,582,60 $ 70 5,265,37'$ 5 $264,23:$103,07: $ — $ 367,38: $ 2,38¢ $369,76!

Comprehensivi

income:

Unrealized los

on

derivatives,

net of tax of

$1.0 million — - — - — — (1,709 (1,709 — (1,709
Net income — — — — —  38,16¢ — 38,16¢ 841 39,00¢
Total

comprehen:

income — — — — — — — 36,46+ 841 37,30¢

Contributions

from

noncontrollin

interest

partners — — — — — — — — 833 8332
Distributions to

noncontrollin

interests —_ - —_ - — — — — (1,259 (1,25))
Shares issued

under stock

option plan

including tax

effects 1,000,82! 1 — —  524¢ — — 5,25( — 5,25(
Repurchase of

shares of

Common

Stock (6,512,80) (7) — — (56,96) — — (56,974 — (56,979
Minority

interest

liquidation

adjustment: — - — - 44 — — 44 — 44
Share-based

compensatio — — — — 7,82t — — 7,82¢ — 7,82¢
Balance,

December 3(

2008 64,070,62 $ 64 5,26537'$ 5$220,38:$141,24( $ (1,709 $ 359,99( $ 2,807 $362,79°

Comprehensivi

income:

Unrealized

gain on

derivatives,

net of tax of

$1.0 million —_ - —_ - — — 1,72¢ 1,728 — 1,72¢
Net income — — — — —  47,47¢ — 47,47¢ 1,83¢ 49,31¢
Total

comprehen

income — - — - — — — 49,20: 1,83¢ 51,04:

Distributions to

noncontrollin

interests —_ - —_ - — — — — (2,06¢) (2,06¢)
Conversion of

Class B

shares to

Class A

shares 5,265,37! 5 (5,265,37) (5) — — — — — —
Shares issued

under stock

option plan

including tax

effects 714,77 1 — — 5,17(C — — 5,171 — 5,171

Settlement of
restricted
stock units



net of tax
Share-based
compensatio

Balance,
December 2¢
2009

Comprehensivi
income:

Unrealized los
on
derivatives,
net of tax of
$0.9 million

Net income

Total
comprehensi
income

Distributions to
noncontrollin
interests

Shares issued
under stock
option plan
including tax
effects

Settlement of
restricted
stock units,
net of tax

Minority
interest
liquidation
adjustment:

Share-based
compensatio

Balance,
December 2¢
2010

334,14 —

— (1’481) —

— 7,49 —

(1,48¢) — (1,489

7,49¢ — 7,49:

70,384,91 % 70 —$ — $231,56:$188,71¢ $ 19 $ 420,37: $ 2,57¢ $422 95
- — - — — — (1,357 (1,357 —  (1,35)
= = = = —  58,28¢ = 58,28¢ 2,40C  60,68¢
- — - — — — — 56,93: 2,400 59,33
- - - - — — — — (2,219 (2,219

1,397,83 1 —  — 1438 — — 14,38t — 14,38t
44024 1 —  — (2,829 = = (2,828 — (2,829
- — - — 69 — — 69 — 69

= = —  —  7.68¢ = = 7,68¢ —  7,68¢

72,222,99 % 72 —$ — $250,87:$247,00¢ $ (1,339 $ 496,61( $ 2,76€ $499,38;

See accompanying notes to Consolidated Financaéti®ents.
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Texas Roadhouse, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(in thousands)

Fiscal Year Ended
December 28, December 29, December 30,

2010 2009 2008
Cash flows from operating activities:
Net income including noncontrolling intere: $ 60,68¢ $ 49,31¢  $ 39,00¢
Adjustments to reconcile net income to net caskigesl by operatin
activities:
Depreciation and amortizatic 41,28:¢ 41,82: 37,69
Deferred income taxe 1,79¢ (12€) 1,18¢
Loss on disposition of asse 1,76¢ 1,182 1,292
Impairment and closut 1,821 2,90¢ 2,01¢
Equity income from investments in unconsolidatefdiafes (428) (22)) (21%)
Distributions received from investments in uncordsated affiliates 382 322 361
Provision for doubtful accoun (43) 387 51€
Shar-based compensation expel 7,68¢ 7,49 7,74
Changes in operating working capit
Receivable: (20§) 2,777 7,86%
Inventories (1,199 13€ (51%)
Prepaid expenses and other current a (1,599 46¢€ (2,377%)
Other asset (1,05¢) (2,755 (399)
Accounts payabl (1,01¢) (4,299 6,552
Deferred reveni—ugift cards/certificate: 4,72z 2,17¢ (507)
Accrued wage 864 4,68¢ 362
Excess tax benefits from sh-based compensatic (3,159 (1,779 (3,289
Prepaid income taxes and income taxes pay (3,219 11,962 (862)
Accrued taxes and licens 3,73¢ 15 2,02(
Other accrued liabilitie 1,71¢ (287) 182
Deferred ren 2,36¢ 2,16¢ 2,34:
Other liabilities 2,98t 2,31¢ 232
Net cash provided by operating activit 119,90¢ 115,12¢ 101,21
Cash flows from investing activities:
Capital expenditur——property and equipme (45,05)) (45,51¢) (102,53¢)
Acquisition of franchise restaurants, net of castuared — 25 (17,83%)
Proceeds from sale of property and equipment, dicyinsurance
proceed: 23E 2,351 25C
Investment in equity investe — — (95)
Net cash used in investing activiti (44,81¢) (43,139 (120,21¢)
Cash flows from financing activities:
(Repayments of) proceeds from revolving creditlfigginet (49,000 (31,000 67,000
Repurchase of shares of common si — — (56,979
Proceeds from noncontrolling interest contributiansl othe — — 877
Investments in unconsolidated affiliat (35) (34) —
Distributions to noncontrolling interest hold¢ (2,212) (2,06%) (1,252)
Excess tax benefits from sh-based compensatic 3,15¢ 1,77¢ 3,28¢
Repayment of stock option and other depc (8549 (1,346 (1,812
Proceeds from stock option and other dep¢ 1,252 1,21¢ 784
Settlement of restricted stock units, net of (2,82¢) (1,489 —
Principal payments on lo-term debt and capital lease obligatic (24€) (284) (1,079
Proceeds from exercise of stock optit 11,02¢ 2,83 1,85¢
Net cash (used in) provided by financing activi (39,739 (30,395 12,69¢
Net increase (decrease) in ci 35,357 41,60( (6,30€)
Cash and cash equivale—beginning of yea 46,85¢ 5,25¢ 11,56¢
Cash and cash equivale—end of yea $ 82,21 % 46,85¢ $ 5,25¢
Supplemental disclosures of cash flow informati
Interest, net of amounts capitaliz $ 2,62¢ $ 3,31t $ 4,13(
Income taxe: $ 29,09: $ 11,657 $ 19,067

See accompanying notes to Consolidated Financaati®ents.
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Texas Roadhouse, Inc. and Subsidiaries
Notes to Consolidated Financial Statements

(Tabular amounts in thousands, except share and peshare data)
(1) Description of Business

The accompanying Consolidated FinancialeBtants as of December 28, 2010 and December 29,i86lude the accounts of Texas
Roadhouse, Inc. (the "Company"”, "we", "our" andig"), and our wholly-owned subsidiaries, Texas dmaise Holdings LLC ("Holdings"),
Texas Roadhouse Development Corporation ("TRDCExaf Roadhouse Management Corp ("Management Cammd"Aspen Creek, LLC
("Aspen Creek"). We and our wholly-owned subsidiamperate restaurants under the names Texas Rusadiwed Aspen Creek. Holdings
also provides supervisory and administrative ses/for certain other license and franchise restasird RDC sells franchise rights and
collects the franchise royalties and fees. Managei@erp. provides management services to HoldifnBC and certain other license and
franchise restaurants.

At December 28, 2010 and December 29, 20@9e were 345 and 331 Texas Roadhouse restauresyectively, operating in 46 states.
Of the 345 restaurants that were operating at Dbee28, 2010, (i) 274 were Company restaurants,02@ich were wholly-owned and 11
of which were majority-owned, (ii) 68 were franahisestaurants and (i) 3 were license restaur@ftthe 331 restaurants that were operating
at December 29, 2009, (i) 261 were Company restésird51 of which were wholly-owned and 10 of whiekre majority-owned, (ii) 67
were franchise restaurants and (iii) 3 were licemstaurants.

(2) Summary of Significant Accounting Policies
(& Principlesof Consolidation

At December 28, 2010 and December 29, 2@@%ad minority ownership in 21 restaurants. Theonsolidated restaurants are
accounted for using the equity method. We exesiggaificant control over the operating and finahpialicies of these entities based on the
rights granted to us under each entity's operatingartnership agreement. Notwithstanding the &iamt control exercised by us over their
affairs, we do not consolidate such entities beedi)sve own only 5% to 10% of these entities aijdi{e revenue, expense and net income,
and assets and liabilities that would be attribletad these entities would not be material to anairicial position or results of operations.
Should the financial position and results of operat of these entities become material to our firerposition and results of operations in
future periods, we will consolidate the entitie®iour results. All significant intercompany bales@and transactions for these unconsolidated
restaurants as well as the companies whose acdoavesbeen consolidated have been eliminated.

(b) Fiscal Year
We utilize a 52 or 53 week accounting petiwat ends on the last Tuesday in December. Weeudi 13 or 14 week accounting period
quarterly reporting purposes. Fiscal year 2008 5&weeks in length. In fiscal 2008, the'83veek added $17.9 million to restaurant sales

and $18.0 million to total revenues and approxitye#0.03 to diluted earnings per share in our cbdated statement of income. Fiscal years
2010 and 2009 were 52 weeks in length.
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(c) Cash and Cash Equivalents

For purposes of the consolidated statenwfrdash flows, we consider all highly liquid défstruments with original maturities of three
months or less to be cash equivalents. Book ovitsciee recorded in accounts payable and are iadlwdthin operating cash flows.

(d) Receivables

Receivables consist principally of amouhis from certain franchise and license restaufant®imbursement of labor costs, pre-
opening and other expenses, amounts due for rofgs/from franchise restaurants and credit careivables.

Receivables are recorded at the invoicedusinand do not bear interest. The allowance fobtfal accounts is our best estimate of the
amount of probable credit losses in our existingpaats receivable. We determine the allowance basédustorical write-off experience. We
review our allowance for doubtful accounts quaytellast due balances over 120 days and a speaifiednt are reviewed individually for
collectability. Account balances are charged offiagt the allowance after all means of collectiaméhbeen exhausted and the potential for
recovery is considered remote.

() Inventories

Inventories, consisting principally of fodzkverages and supplies, are valued at the lofaearsd (first-in, first-out) or market. We
purchase our products from a number of suppliedsbatieve there are alternative suppliers.

(f) Pre-opening Expenses

Pre-opening expenses are charged to opesadis incurred. These costs include wages, bgneéivel and lodging for the training and
opening management teams, rent and food, beveragether restaurant operating expenses incurred faria restaurant opening for
business.

(9) Property and Equipment

Property and equipment are stated at Eagtenditures for major renewals and bettermentsapéalized while expenditures for
maintenance and repairs are expensed as incurepdeation is computed on property and equipmaeciyding assets located on leased
properties, over the shorter of the estimated lsghs of the related assets or the underlyingde@rm using the straight-line method. In
some cases, assets on leased properties are dégilenver a period of time which includes bothittial term of the lease and one or more
option periods. See note 2(p).

The estimated useful lives are:

Land improvement 10- 25 year
Buildings and leasehold improveme 10- 25 year
Equipment and smallwari 3-10 year
Furniture and fixture 3-10 year
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Repairs and maintenance expense amount&lt® million, $11.1 million and $9.1 million fthe years ended December 28, 2010,
December 29, 2009 and December 30, 2008, resplycfiveese costs are included in other operatingsdosour consolidated statements of
income.

(h) I'mpairment of Goodwill

Goodwill represents the excess of cost taievalue of assets of businesses acquired.dardence with the provisions of Financial
Accounting Standards Board ("FASB") Accounting Stamls Codification ("ASC") 350, Intangibles—Goodwihd Other ("ASC 350"), we
perform tests to assess potential impairmentseagtia of each fiscal year or during the year i@a@nt or other circumstance indicates that it
may be impaired. Our assessment is performed aefioating unit level, which is at the individualstaurant level. In the first step of the
review process, we compare the estimated fair vafitliee restaurant with its carrying value, inchugligoodwill. If the estimated fair value of
the restaurant exceeds its carrying amount, nbduinalysis is needed. If the estimated fair vafube restaurant is less than its carrying
amount, the second step of the review processnesytlie calculation of the implied fair value of thpoodwill by allocating the estimated fair
value of the restaurant to all of the assets atilliiies of the restaurant as if it had been a@glin a business combination. If the carrying
value of the goodwill associated with the restatiexgeeds the implied fair value of the goodwitl,immpairment loss is recognized for that
excess amount.

The valuation approaches used to deterfaingalue are subject to key judgments and assiompthat are sensitive to change such as
judgment and assumptions about our appropriatentevgrowth rates, operating margins, weighted aescast of capital and compara
company and acquisition market multiples. In estingathe fair value using the discounted cash flowthe capitalization of earnings
method, we consider the period of time the restd#uras been open, the trend of operations overpeicbd and future periods, expectations
of future sales growth and terminal value. Assuoniabout important factors such as trend of fubperations and sales growth are limited
to those that are supportable based upon the flatise restaurant and actual results at comparaktaurants. When developing these key
judgments and assumptions, we consider economécatipnal and market conditions that could impagtfair value. The judgments a
assumptions used are consistent with what we keehgpothetical market participants would use. Havegstimates are inherently uncertain
and represent only our reasonable expectationsdiegafuture developments. If the estimates usqekifiorming the impairment test prove
inaccurate, the fair value of the restaurants nitypately prove to be significantly lower, therebgusing the carrying value to exceed the fair
value and indicating impairment has occurred.

In 2010, as a result of our annual goodiwifpairment analysis, we determined that goodwilhted to certain restaurants was impaire
discussed further in note 15. Refer to note 6 fiteonal information related to goodwill and intable assets.

(i) Other Assets

Other assets consist primarily of defewethpensation plan assets, deposits and costsd étatiee issuance of debt. The debt issuance
costs are being amortized to interest expensethedaerm of the related debt. For further discussibthe deferred compensation plan, see
note 14.
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() I'mpairment or Disposal of Long-lived Assets

In accordance with ASC 360-10-05, long-tivassets related to each restaurant to be heldsatlin the business, such as property and
equipment and intangible assets subject to amtidizaare reviewed for impairment whenever eventshanges in circumstances indicate
that the carrying amount of a restaurant may natbeverable. When we evaluate restaurants, casis fire the primary indicator of
impairment. Recoverability of assets to be held asetl is measured by a comparison of the carryimguat of the restaurant to estimated
undiscounted future cash flows expected to be geeeby the restaurant. Our evaluation requiresséimation of future undiscounted cash
flows from operating the restaurant over its estedaiseful life, which can be for a period of o28ryears. In the estimation of future cash
flows, we consider the period of time the restatites been open, the trend of operations over gedbd and future periods and expectati
of future sales growth. Assumptions about imporfaators such as trend of future operations anessglowth are limited to those that are
supportable based upon the plans for the restaanghactual results at comparable restaurantse I€arrying amount of the restaurant
exceeds its estimated future cash flows, an impaitroharge is recognized by the amount by whiclcétnigying amount exceeds the fair ve
of the assets. We generally measure fair valuddnodnting estimated future cash flows or by indelet third party appraisal, if available.
When fair value is measured by discounting estitchfiuture cash flows, the assumptions used are stemsiwith what we believe hypotheti
market participants would use. We also use a diga@te that is commensurate with the risk inheretite projected cash flows. The adju:
carrying amounts of assets to be held and usedeqreciated over their remaining useful life. Asgetbe disposed of within a year would be
separately presented in the consolidated balarest sind reported at the lower of the carrying arhoufair value less costs to sell, and
would no longer be depreciated. For further discusgegarding closures and impairments record&Dir0, 2009 and 2008, including the
impairments of goodwill and other long-lived assefer to note 15.

(k) Insurance Reserves

We self-insure a significant portion of exfed losses under our workers compensation, ddiadnitity, employment practices liability
and property insurance programs. We purchase inserfar individual claims that exceed the amouisted below:

Employment practices liabilit $ 250,00(
Workers compensatic $ 250,00(
General liability $ 100,00
Property $ 25,00(

We record a liability for unresolved clairnsd for an estimate of incurred but not reporfathts at our anticipated cost based on
estimates provided by a third party administratat actuary. The estimated liability is based ommlper of assumptions and factors
regarding economic conditions, the frequency amérity of claims and claim development history aettlement practices. Estimates of
claims reserves are discounted using a discoumbfapproximately 3.0%, which we believe approxisahe risk free interest rate, resulting
in a discount of $0.4 million and $0.3 million at
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December 28, 2010 and December 29, 2009, resplycter assumptions are reviewed, monitored, andséed when warranted by
changing circumstances.

(N Segment Reporting

As of December 28, 2010, we operated 2gthueants, each as a single operating segmenfraanthised and/or licensed an additional
71 restaurants. The restaurants operate exclusivéthe U.S. within the casual dining segment ef iastaurant industry, providing similar
products to similar customers. The restaurantsdssess similar pricing structures, resultingnmlar long-term expected financial
performance characteristics. Revenue from exteunstomers is derived principally from food and bage sales. We do not rely on any
major customers as a source of revenue. We aggregailar operating segments into a single reptetaperating segment if the businesses
are considered similar under ASC 28@gment Reporting/Ve consider restaurant and franchising opera@srg&milar and have aggregated
them into a single reportable segment.

(m) Revenue Recognition

Revenue from restaurant sales is recognizesh food and beverage products are sold. Defeenezhue primarily represents our liabi
for gift cards and certificates that have been,dultl not yet redeemed. When the gift cards aniificates are redeemed, we recognize
restaurant sales and reduce deferred revenue.

For some of the gift cards that were sthid,likelihood of redemption is remote. When thelihood of a gift card's redemption is
determined to be remote, we record a breakagetatius and reduce deferred revenue by the amouser meypected to be redeemed. We use
historic gift card redemption patterns to determirieen the likelihood of a gift card's redemptiorcd®es remote and have determined that
approximately 5% of the value of gift cards willivee be redeemed. The methodology we use to matcbxpected redemption value of
unredeemed gift cards to our historic redemptidtepas is to amortize the historic 5% rate of beggkover a three year period. As a result,
the amount of unredeemed gift card liability ina@ddn deferred revenue is the full value of unredee gift cards less the amortized portion
of the 5% rate of breakage. We review and adjusestimates on a quarterly basis.

We franchise Texas Roadhouse restauraréseX&cute franchise agreements for each franobssaurant which sets out the terms of our
arrangement with the franchisee. Our franchiseeageats typically require the franchisee to paynétiai, non-refundable fee and continuing
fees based upon a percentage of sales. Subjegt &pproval and payment of a renewal fee, a framehmay generally renew the franchise
agreement upon its expiration. We collect ongomgatties of 2.0% to 4.0% of sales from franchisstagrants. These ongoing royalties are
reflected in the accompanying consolidated statésnafrincome as franchise royalties and fees. Wegmeize initial franchise fees as revenue
after performing substantially all initial servicesconditions required by the franchise agreemehich is generally upon the opening of a
restaurant. We received initial franchise fees@L$nillion for the year ended December 28, 20002 $nillion for the year ended
December 29, 2009 and $0.1 million for the yeareeinDecember 30, 2008. Continuing franchise royahie recognized as revenue as the
fees are earned. We also perform supervisory aminéstrative services for certain franchise andiige restaurants for which we receive
management fees, which are recognized as the
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services are performed. Revenue from supervisatyadministrative services is recorded as a reduci@eneral and administrative
expenses in the accompanying consolidated statsroéirtcome. Total revenue recorded for supervisony administrative services for each
of the years ended December 28, 2010, Decemb&0P9,and December 30, 2008 was approximately $0liémand $0.5 million,
respectively.

Sales taxes collected from customers amitted to governmental authorities are accounteafica net basis and therefore are excluded
from revenue in the consolidated statements ofrireco

(n) Income Taxes

We account for income taxes in accordanitie ASC 740,Income Taxesunder which deferred assets and liabilities acegnized
based upon anticipated future tax consequencdsuddiole to differences between financial statencantying values of assets and liabilities
and their respective tax bases. A valuation all@edsa established to reduce the carrying valuestdrded tax assets if it is considered more
likely than not that such assets will not be realizAny change in the valuation allowance wouldha&rged to income in the period such
determination was made.

(0) Advertising

We have a domestic systavite marketing and advertising fund. We maintaintoal of the marketing and advertising fund andsuash
have consolidated the fund's activity for the yearded December 28, 2010, December 29, 2009 anehfiter 30, 2008. Domestic company
and franchise restaurants are required to remésggdated portion of sales, currently 0.3%, todtieertising fund. These reimbursements do
not exceed the costs we incur throughout the yesoaated with various marketing programs whichdeneeloped internally by us. Therefc
the net amount of the advertising costs incurred &mounts remitted by company and franchise nesttsuis included in general and
administrative expense in our consolidated statésnafrincome.

The company-owned restaurant contributiweh @her costs related to local restaurant are&eting initiatives are included in other
operating costs in our consolidated statementsaafme. These costs amounted to approximately $Midm$7.0 million and $6.1 million
for the years ended December 28, 2010, Decemb&0®®, and December 30, 2008, respectively.

(p) Leasesand Leasehold |mprovements

We lease land, buildings and/or certainment for several of our restaurants under nonslabte lease agreements. Our land and
building leases typically have initial terms rargfinom 10 to 15 years, and certain renewal optfonsne or more five-year periods. We
account for leases in accordance with ASC 84@ses and other related authoritative guidance. Wheardgning the lease term, we inclu
option periods for which failure to renew the leasposes a penalty on us in such an amount thettewal appears, at the inception of the
lease, to be reasonably assured. The primary gewalthich we are subject is the economic detringessbciated with the existence of
leasehold improvements which might become impafre@ choose not to continue the use of the leaseferty.
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Certain of our operating leases contain@termined fixed escalations of the minimum rentrduthe original term of the lease. For
these leases, we recognize the related rent expersatraight-line basis over the lease term andrded the difference between the amounts
charged to operations and amounts paid as defernedWe generally do not receive rent holidayst oencessions or leasehold improven
incentives upon opening a restaurant that is stibjea lease.

Additionally, certain of our operating leascontain clauses that provide for additional iogieint rent based on a percentage of sales
greater than certain specified target amounts. &fegnize contingent rent expense prior to the aehient of the specified target that trigc
the contingent rent, provided achievement of thgetais considered probable.

(q) Useof Estimates

We have made a number of estimates andngiguns relating to the reporting of assets antilltées, the disclosure of contingent assets
and liabilities at the date of the ConsolidatedaRirial Statements and the reporting of revenuesapdnses during the period to prepare these
Consolidated Financial Statements in conformityhwidtS. generally accepted accounting principlesA@8"). Significant items subject to
such estimates and assumptions include the caraymaunt of property and equipment, goodwill, oliigras related to insurance reserves,
income taxes and share-based compensation expgerigal results could differ from those estimates.

(r) Comprehensive lncome

ASC 220Comprehensive Incomestablishes standards for reporting and presentat comprehensive income and its components in a
full set of financial statements. Comprehensiv®ine consists of net income and other compreheisteene (loss) items that are excluded
from net income under GAAP in the United Stateseskehitems included net unrealized gains (lossesgourities and the effective unreali
portion of changes in fair value of cash flow hesige

(s) Fair Value of Financial Instruments

Fair value is determined based on the ptesdue of expected future cash flows considetivegrisks involved and using discount rates
appropriate for the duration and considers couatéyperformance risk.

(t) Derivative Instruments and Hedging Activities

We do not use derivative instruments fading purposes. Currently, our only free standimgent derivative instruments are two inte
rate swap agreements.

We account for derivatives and hedgingvé@s in accordance with ASC 81B5erivatives and Hedgingyhich requires that all
derivative instruments be recorded on the consgliihalance sheet at their respective fair vallies.accounting for changes in the fair ve
of a derivative instrument is dependent upon whethe derivative has been designated and quadiigzart of a hedging relationship. Our
current derivatives have been designated and guadifi cash flow hedges. For derivative instrumtivatsare designated and qualify as a cash
flow hedge, the effective portion of the gain ssdmn the derivative instrument is reported asnapoment of other comprehensive income
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(loss) and reclassified into earnings in the saeréod or period during which the hedged transaciffects earnings. There was no hedge
ineffectiveness recognized during the periods emkstember 28, 2010, December 29, 2009 and Dece3h@008.

(u) Recent Accounting Pronouncements
Fair Value Measures and Disclosures
(Accounting Standards Update ("ASU") 2010-06)

In January 2010, the FASB issued ASU 208.0vAich amends ASC 82Bair Value Measures and DisclosureASU No. 2010-06
amends the ASC to require disclosure of transfeémsdand out of Level 1 and Level 2 fair value meaments, and also require more detailed
disclosure about the activity within Level 3 faslve measurements. The changes as a result efftiége are effective for annual and interim
reporting periods beginning after December 15, 200@ 2010 fiscal year), except for requirementatesl to Level 3 disclosures, which are
effective for annual and interim period beginnirfiggaDecember 15, 2010 (our 2011 fiscal year). Thislance requires new disclosures only,
and had no impact on our consolidated financiaitioos results of operations or cash flows.

(3) Acquisitions

During the fourth quarter of 2009, we temaied our franchise agreement with a franchiseelwbperated one restaurant. Pursuant t
terms of the franchise agreement, we acquiredastaurant from the franchisee for an immaterial@mhoAs a result, there was no purchase
price allocation or subsequent goodwill associatih this acquisition. We now operate the restatieasna company restaurant.

(4) Long-term Debt and Obligations Under Capital Leases

Long-term debt and obligations under capitamses consisted of the following:

December 28, December 29,

2010 2009
Installment loans, due 20- 2020 $ 1,865 $ 2,03(
Obligations under capital leas 31t 39¢
Revolver 50,00( 99,00(
52,18( 101,42¢
Less current maturitie 274 247

$ 51,90¢ $ 101,17
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Maturities of long-term debt and obligasaimder capital leases at December 28, 2010 dofi@ss:

2011 $ 274
2012 50,30¢
2013 33¢
2014 274
2015 287
Thereaftel 707

$ 52,18(

The weighted average interest rate formliraent loans outstanding at December 28, 201(Mawmber 29, 2009 was 10.58%. The debt
is secured by certain land and buildings and igestilbo certain prepayment penalties.

We have a $250.0 million five-year revolyicredit facility with a syndicate of commerciahtiers led by Bank of America, N.A., Banc
of America Securities LLC and National City Bankiaty in December 2008, was acquired by PNC Bank. fahility expires May 31, 2012.
The terms of the facility require us to pay intém@s outstanding borrowings at LIBOR plus a mafi®.50% to 0.875%, depending on its
leverage ratio, or the Base Rate, which is thedrigii the issuing bank's prime lending rate orRbderal Funds rate plus 0.50%. We are
required to pay a commitment fee of 0.10% to 0.1 &¥year on any unused portion of the facilitypeteding on our leverage ratio. The
weighted-average interest rate for the revolvéetember 28, 2010 and December 29, 2009 was 3.58%.386%, respectively, including
interest rate swaps. At December 28, 2010, we Bad$nillion outstanding under the credit facilityd $196.2 million of availability, net of
$3.8 million of outstanding letters of credit.

The lenders' obligation to extend credidlemthe facility depends on us maintaining cerfi@mancial covenants, including a minimum
consolidated fixed charge coverage ratio of 2.00.60 and a maximum consolidated leverage rat@J to 1.00. The new credit facility
permits us to incur additional secured or unsecingebtedness outside the facility, except foritloairrence of secured indebtedness that in
the aggregate exceeds 20% of our consolidatediienget worth or circumstances where the incurr@fcecured or unsecured indebtedness
would prevent us from complying with its financa@venants. We are currently in compliance wittcallenants as of December 28, 2010.

On October 22, 2008, we entered into agr@st rate swap, starting on November 7, 2008, avitbtional amount of $25.0 million to
hedge a portion of the cash flows of our variable credit facility. We have designated the interate 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 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, effedtivesulting in a fixed rate LIBOR
component of the $25.0 million notional amount. @des in the fair value of the interest rate swaplvei reported as a component of
accumulated other comprehensive income.
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On January 7, 2009, we entered into amasteate swap, starting on February 7, 2009, avitlotional amount of $25.0 million to hedge
a portion of the cash flows of our variable ratedir facility. We have designated the interest satap as a cash flow hedge of our exposu
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, wg pdixed rate of 2.34% on the $25.0 million nobamount 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. Changes in thie Value of the interest rate swap will be reptds a component of accumulated other
comprehensive income.

(5) Property and Equipment, Net

Property and equipment were as follows:

December 28, December 29,

2010 2009
Land and improvemen $ 94,04¢ $ 94,05¢

Buildings and leasehold

improvements 346,79: 326,11(
Equipment and smallwar: 156,01 142,17.
Furniture and fixture 49,84( 45,44;
Construction in progres 4,88¢ 6,03¢
Liguor licenses 5,45( 5,45(
657,03¢ 619,27(

Accumulated depreciation and
amortization (198,05) (162,989

$ 458,980 $ 456,28

The amount of interest capitalized in cantio® with restaurant construction was approxinya$€l.1 million, $0.1 million and
$0.5 million for the years ended December 28, 2@HLember 29, 2009 and December 30, 2008. In 2608 result of its annual impairment
analysis, we determined that property and equipmedated two restaurants were impaired as discusster in note 15.
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(6) Goodwill and Intangible Assets

The changes in the carrying amount of gabbdwd intangible assets are as follows:

Goodwill Intangible Assets
Balance as of December 30, 2( $ 114,80° $ 12,80"
Additions 52 —
Amortization expens — (1,132
Disposals and other, n — —
Impairment (1,399 (481)
Balance as of December 29, 2( 113,46! 11,19
Additions — —
Amortization expens — (1,076
Disposals and other, n — —
Impairment (1,680 —
Balance as of December 28, 2( $ 111,78' $ 10,11¢

Intangible assets consist of reacquireddnése rights. The gross carrying amount and actatediamortization of the intangible asse
December 28, 2010 were $14.0 million and $3.9 arillirespectively. We amortize reacquired franchigigts on a straight-line basis over the
remaining term of the franchise operating agreemenvttich varies by restaurant. The weighted aveaagertization period of reacquired
franchise rights is approximately 14 years. Amattian expense for each of the next five years jmeted to be $1.1 million. Prior to fiscal
2009, we had not recorded any goodwill or intareyddset impairment. Refer to note 3 for discussfatquisitions completed during fiscal
2009 and fiscal 2008. In 2010 and 2009, as a resoltir goodwill and londived assets impairment analysis, we determinetdgbadwill anc
intangible assets related to certain restaurants ingaired as discussed further in note 15.
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The following is a schedule of future minim lease payments required for capital leases parhting leases that have initial or
remaining noncancelable terms in excess of onegsaf December 28, 2010:

Operating
Capital Leases Leases
2011 $ 117 $ 21,09(
2012 117 20,76(
2013 117 20,49(
2014 20 19,97¢
2015 — 17,73
Thereafte — 98,16¢
Total 371 $ 198,21
Less amount representing interes -
10.9% 56
Present value of minimum capital
lease payment 31t
Less current maturities of
obligations under capital leas 89
Obligations under capital leases,
excluding current maturitie $ 22¢

Capitalized lease assets, primarily bugdinith a cost of approximately $0.9 million at bd@ecember 28, 2010 and December 29, 2009
are being amortized on a straight-line basis dverapplicable lease terms and interest expengseagnized on the outstanding obligations.
The total accumulated amortization of property heider capital leases totaled $0.4 million at Ho#itember 28, 2010 and December 29,
20009.

Rent expense for operating leases consistttk following:

December 28, 2010 December 29, 2009 December 30, 2008

Minimum

rent—

occupar $ 20,84: $ 19,57¢ $ 15,23:
Contingen

rent 51¢ 444 647

Rent

expens

occupal 21,36! 20,01¢ 15,87¢
Minimum

rent—

equipme

and

other 2,61 2,41¢ 2,152
Rent

expens: $ 23,97¢ $ 22,43; $ 18,03:
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(8) Income Taxes

Components of our income tax (benefit) pravision for the years ended December 28, 2018ebéer 29, 2009 and December 30,
2008 are as follows:

Year Ended Year Ended Year Ended
December 28, 2010 December 29, 2009 December 30, 2008
Current:
Federa $ 20,561 $ 18,68( $ 14,457
State 5,32: 4,937 3,74¢
Total
currel 25,88¢ 23,617 18,20¢
Deferred
Federa 1,78¢ 231 1,03¢
State 11 (357) 14¢
Total
defern 1,79¢ (12€) 1,18¢
Income
tax
provisi $ 27,68: $ 23,49. $ 19,38¢

A reconciliation of the statutory fedenatdme tax rate to our effective tax rate for Deceni#t8, 2010, December 29, 2009 and
December 30, 2008 is as follows:

December 28, December 29, December 30,
2010 2009 2008

Tax at statutory

federal rate 35.(% 35.(% 35.(%
State and local tax

net of federal

benefit 3.7 3.7 3.7
FICA tip tax credil (5.9 (6.2 (6.7)
Work opportunity

tax credit (2.7 (1.9 (1.0
Incentive stock

options (0.7 0.4 1.7
Nondeductible

officer

compensatiol 0.¢ 1.1 0.€
Other 0.2 0.t 0.4
Total 32.2% 33.1% 33.7%
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(8) Income Taxes (Continued)
Components of deferred tax assets (li#dsljtare as follows:

December 28, 2010 December 29, 2009

Deferred tax asset

Insurance reserve $ 2,641 $ 2,12¢
Other reserve 34¢ 41¢
Deferred ren 4,757 3,831
Share-based
compensatiol 3,632 4,32(
Unredeemed gift carc 2,627 2,65¢
Other assets and
liabilities 4,537 2,56¢
Total deferred tax ass 18,531 15,91

Deferred tax liabilities
Depreciation and

amortization (24,377 (21,047
Other assets and
liabilities (240 —
Total deferred tax liabilit (24,617 (21,047
Net deferred tax liabilit ~ $ (6,07¢) $ (5,129
Current deferred tax ass  $ 2,36¢ $ 1,531
Noncurrent deferred te
liability (8,449 (6,660)
Net deferred tax liabilit ~ $ (6,07¢) $ (5,129

We have not provided any valuation alloneaas we believe the realization of our deferredagsets is more likely than not.

A reconciliation of the beginning and erglliability for unrecognized tax benefits is asdals:

Uncertain tax Uncertain tax
positions impacting positions not Total uncertain
tax rate impacting tax rate tax positions

Balance at

December

2008 $ 30z $ 76 % 1,06t
Additions to

tax

positions

related to

prior years 49 — 49
Reductions

due to

statute

expiration (14%) (565) (710
Balance at

December

2009 20€ 19¢ 404
Additions to

tax

positions

related to

prior years — — —

Reductions




due to statut

expiration (82 (19¢) (280)
Balance at

December

2010 $ 124 % — $ 124

We, consistent with our existing policycognize both interest and penalties on unrecogrieetenefits as part of income tax expense.
As of December 28, 2010 and December 29, 2009pthe
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(8) Income Taxes (Continued)

amount of accrued penalties and interest relatemdertain tax provisions was $0.1 million and $@iBion, respectively. Included in the
balance of total unrecognized tax benefits at Déxegri8, 2010 are no potential benefits, whichedognized, would affect the effective tax
rate.

All entities for which unrecognized tax leéits exist as of December 28, 2010 possess a Omreiax year-end. As a result, as of
December 28, 2010, the tax years ended Decemb@0R3, December 30, 2008 and December 29, 2009mesubject to examination by all
tax jurisdictions. As of December 28, 2010, no tudiere in process by a tax jurisdiction thatadifpleted during the next twelve months,
would be expected to result in a material changmitaunrecognized tax benefits. Additionally, aPefcember 28, 2010, no event occurred
that is likely to result in a significant increasedecrease in the unrecognized tax benefits thr@ecember 27, 2011.

(9) Preferred Stock

Our Board of Directors is authorized, with€urther vote or action by the holders of comnstotk, to issue from time to time up to an
aggregate of 1,000,000 shares of preferred stookénor more series. Each series of preferred stidthave the number of shares,
designations, preferences, voting powers, qualiioa and special or relative rights or privilegasshall be determined by the Board of
Directors, which may include, but are not limited dividend rights, voting rights, redemption aivtkag fund provisions, liquidation
preferences, conversion rights and preemptivesigktiere are no shares of preferred stock outstgradiDecember 28, 2010 and
December 29, 2009.

(10) Stockholders' Equity
On September 30, 2009, each share of ass@ common stock was automatically convertedantshare of common stock.

On February 14, 2008, our Board of Direstapproved a stock repurchase program under whiahthorized us to repurchase up to
$25.0 million of our common stock. On July 8, 2008 Board of Directors approved a $50.0 millioargese in our stock repurchase
program. Our total stock repurchase authorizatieneiased to $75.0 million. Under this program, vay mepurchase outstanding shares o
common stock from time to time in open market teetions during the two-year period ending Febrdary2010. The timing and amount of
any repurchases will be determined by our manageureter parameters established by our Board oftiire, based on our evaluation of
stock price, market conditions and other corpotatesiderations. On November 19, 2009, the Boalirgfctors extended the expiration date
on the stock repurchase program to February 141,.28de note 19 for discussion of a new stock réase program.

For the years ended December 28, 2010 aeerber 29, 2009, we made no purchases of our. stock
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(11) Earnings Per Share

The share and net income per share datdlfperiods presented are based on the histosiegjhted-average shares outstanding. The
diluted earnings per share calculations show tfexedf the weighted-average stock options andiotst stock awards outstanding from our
equity incentive plan as discussed in note 13tf@years ended December 28, 2010, December 29,&2@DDecember 30, 2008, options to
purchase 1,798,911, 2,861,892 and 3,196,779 shaspgctively, were outstanding but not includethaincomputation of diluted net income
per share because their inclusion would have hahtdilutive effect. For the years ended Decen#812010, December 29, 2009 and
December 30, 2008, 16,546, 18,475 and 503,257 sbar@nvested stock, respectively, were outstandin not included in the computation
of diluted net income per share because their &mtuwould have had an anti-dilutive effect.

The following table sets forth the calcidatof weighted average shares outstanding (inghods) as presented in the accompanying
consolidated statements of income:

Fiscal Year Ended
December 28, 2010 December 29, 2009 December 30, 2008

Net income attributable to Tex

Roadhouse, Inc. and subsidiar $ 58,28¢ $ 47,47¢ $ 38,16¢
Basic EPS
Weighted-average common shares

outstanding 71,43: 69,967 72,67
Basic EPS $ 08z $ 0.6¢ $ 0.5t
Diluted EPS:
Weighted-average common shares

outstanding 71,43: 69,96 72,67:
Dilutive effect of stock options and

nonvested stoc 1,49 1,331 1,401
Share—diluted 72,92¢ 71,29¢ 74,07¢
Diluted EPS $ 0.8C $ 0.67 $ 0.52

(12) Commitments and Contingencies

The estimated cost of completing capitaigut commitments at December 28, 2010 and Dece@the&2009 was approximately
$52.8 million and $18.5 million, respectively.

We entered into real estate lease agresnf@ntranchise restaurants located in Everett, Méngmont, CO, Montgomeryville, PA,
Fargo, ND and Logan, UT before granting franchights for those restaurants. We have subsequesgigrzed the leases to the franchisees,
but remain contingently liable if a franchisee ddffs, under the terms of the lease. The Longma@sdevas assigned in October 2003 and
expires in May 2014, the Everett lease was assign8éptember 2002 and expires in February 20E3Vvibntgomeryville lease was assigned
in October 2004 and expires in June 2021,the Hage was assigned in February 2006 and expitadyir2016 and the Logan lease was
assigned in January 2009 and expires in August.284 ¢he fair value of the guarantees is not careid significant, no liability has been
recorded. As discussed in note 17, the Everett, Mdagmont, CO, and Fargo, ND restaurants are owinaglhole or part, by certain officers,
directors and 5% stockholders of the Company.
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(12) Commitments and Contingencies (Continued)

During the year ended December 28, 201(haught most of our beef from four suppliers. Aligb there are a limited number of beef
suppliers, we believe that other suppliers coutivjole similar product on comparable terms. A changauppliers, however, could cause
supply shortages and a possible loss of saleshwinitld affect operating results adversely. We havenaterial minimum purchase
commitments with our vendors that extend beyonda.y

On October 8, 2010, the U.S. Equal Emplayn@pportunity Commission ("EEOC") for the Bostorea Office issued 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 thatiappts over the age of 40 were denied
employment in our restaurants in bartender, hestes and server assistant positions solely dtlectio age. The EEOC is seeking remedial
actions and the payment of damages to applicandsh&Ve denied the allegation and intend to vigdyadisfend against the charge. We are
currently engaged in the conciliation process whth EEOC. Based on the preliminary status of thaten, we cannot estimate the possible
amount or range of loss, if any, associated wiih rtiatter.

We are involved in various claims and legetions arising in the normal course of businksthe opinion of management, the ultimate
disposition of these matters will not have a matezffect on our consolidated financial positiogsults of operations, or cash flows.

(13) Share-based Compensation

In May 2004, we adopted an equity incengilan (the "Plan"”) for eligible participants. Thitan amended and restated the 1997 Texas
Roadhouse Management Corp. Stock Option Plan. TdrefdPovides for granting of incentive and non-dfied stock options to purchase
shares of common stock, stock bonus awards (restritock unit awards ("RSUs")) and restrictedlstowards. The Plan provides for the
issuance of 16,000,000 shares of common stockgplannual increase to be added on the first ddyeofear for a period of ten years,
commencing on January 1, 2005 and ending on (arddimg) January 1, 2014, equal to the lesser effercent of the shares of common
stock outstanding or 1,000,000 shares of commarksf@ptions are exercisable at various periodsirgnigom one to ten years from the date
of grant. Beginning in 2008, we changed the methodhich we provide share-based compensation t@mynoyees by eliminating stock
option grants and, instead, granting RSUs as a &drehare-based compensation. An RSU is the camditiright to receive one share of
common stock upon satisfaction of the vesting negoient.

The following table summarizes the shareebdecompensation recorded in the accompanying tdat statements of income:

Fiscal Year Ended

December 28, December 29, December 30,
2010 2009 2008
Labor expens $ 3,36 $ 2,836 $ 2,64
General and
administrative
expense 4,32: 4,657 5,09¢
Total share-based
compensation
expense $ 7,686 $ 7,49 $ 7,74%

A summary of share-based compensationigchy type of grant as of December 28, 2010 arahgles during the period then ended is
presented below.
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(13) Share-based Compensation (Continued)

Summary Details for Plan Share Options

Weighted- Weighted-Average
Average Exercise Remaining Contractual Aggregate
Shares Price Term (years) Intrinsic Value

Outstanding at

December 29, 200 5,439,031 $ 10.8¢
Granted — —
Forfeited (44,68¢) 14.5¢
Exercisec (1,397,83) 7.8¢
Outstanding at

December 28, 201 3,996,51; $ 11.8i 46C $ 22,18:
Exercisable at December :

2010 3,818,84. $ 11.7¢ 45z $ 21,51¢

In 2008, we awarded 60,000 fully vestedlstoptions to two consultants for services perfairfa us. In conjunction with the granting
of these options, we recorded approximately $40i0@@nsulting fee expense and approximately $&Dif®uilding costs as part of a

building under construction at December 30, 2008 sbibck options were granted during the fiscal yesided December 28, 2010 and
December 29, 2009.

The weighted-average grant date fair vafuagptions granted during the year ended DecembgeP@08 was $6.45 using the Black-
Scholes option pricing model with the following \ghted-average assumptions:

Fiscal Year Ended

December 30,
2008
Risk-free interest rat 1.67%
Expected term (year: 3.C
Expected dividend yiel 0.C%
Volatility 43%

In connection with its adoption of FASB ASC8,Compensatioif'ASC 718"), we determined that it was appropriatgroup stock
option grants into three homogeneous groups whiimaging expected term. These groups consist aftgnmade primarily to executives,
grants made primarily to restaurant-level employe®s grants made to corporate office employees.

Prior to the adoption of ASC 718, we usddua-year term as the expected term of all stqufiom grants. In connection with its adoption
of ASC 718 and the increasing amount of historilzah we now possesses with regard to stock optiercise activity, we re-evaluated our
expected term assumptions. Based on historicatesesand post-vesting employee termination behatherexpected life for options granted
to its executives is approximately 5.0 years. Fufoms granted to restauraletsel employees, the expected life is approximadelyyears. Fc
options granted to its corporate office employae$ @nsultants, the expected life is approximadelyyears. We based our expected vola
on the volatilities of similar entities for an appriate period of time along with the volatility ofir stock since it began trading on October 5,
2004 in connection with our initial public offerintn accordance with Staff Accounting Bulletin N7, for grants issued after October 4,
2006, we based our expected volatility solely anwblatility of our stock since its initial publaffering.
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(13) Share-based Compensation (Continued)

The total intrinsic value of options exsea during the years ended December 28, 2010, Degezd, 2009 and December 30, 2008 was
$9.6 million, $5.1 million and $8.1 million, respgely. As of December 28, 2010, with respect teested stock options, there was an
immaterial amount of unrecognized compensation thagtis expected to be recognized over a weightetage period of less than one year.
The total grant date fair value of stock optionsted during the years ended December 28, 2010 nilmre?9, 2009 and December 30, 2008
was $1.3 million, $1.2 million and $6.3 million,sgectively.

For the years ended December 28, 2010,Bieee29, 2009 and December 30, 2008, cash reckiwedoptions exercised was
$11.0 million, $2.8 million and $1.9 million, respively. The excess tax benefit realized from taguttions associated with options
exercised for the years ended December 28, 201¢erbleer 29, 2009 and December 30, 2008 was $3.@2mi$1.8 million and $3.3 million,
respectively.

Summary Details for RSUs

Weighted-

Average Grant

Shares Date Fair Value

Outstanding at December 29, 2( 1,362,42° $ 9.9C
Granted 530,23! 14.3
Forfeited (38,167) 11.3(C
Vested (649,090 10.0z
Outstanding at December 28, 2( 1,205,411 $ 11.71

As of December 28, 2010, with respect teasted RSUs, there was $7.4 million of unrecognc@dpensation cost that is expected to
be recognized over a weightaslerage period of 1.5 years. The vesting termk@RSUs range from approximately 1.0 to 5.0 yéHrs.total
grant date fair value of RSUs vested during thesyeaded December 28, 2010 and December 29, 209$&va million and $4.9 million,
respectively. No RSUs vested during the year efxmember 30, 2008.

(14) Fair Value Measurement

ASC 820, Fair Value Measurements and Disgies ("ASC 820"), establishes a framework for meag fair value and expands
disclosures about fair value measurements. ASGe8&iblishes a three-level hierarchy, which requaresntity to maximize the use of
observable inputs and minimize the use of unobsérvaputs in measuring fair value. The valuatiogrdwrchy is based upon the transparency
of inputs to the valuation of an asset or liabitty the measurement date.

Level 1 Inputs based on quoted prices in actiaekets for
identical asset:

Level 2  Inputs other than quoted prices includétin Level 1
that are observable for the assets, either directly
indirectly.

Level 3 Inputs that are unobservable for the as

There were no transfers among levels withénfair value hierarchy during the year endeddbawer 28, 2010.
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(14) Fair Value Measurement (Continued)
The following table presents the fair valdier our financial assets and liabilities measwed recurring basis:

Fair Value Measurements
Level December 28, 2010 December 29, 2009

Interest rate

swaps 2 % (2,17¢) $ 31
Deferred

compensation

plar—asset: 1 5,47¢ 3,39(
Deferred

compensation

plan—

liabilities 1 (5,469 (3,389
Total $ (2,179 $ 32

The fair value of our interest rate swagserdetermined based on the present value of eegoédtiure cash flows considering the risks
involved, including nonperformance risk, and usiiigcount rates appropriate for the duration. See 16 for discussion of our interest rate
swaps.

The Second Amended and Restated Deferrathb€osation Plan of Texas Roadhouse Management,@sramended, (the "Deferred
Compensation Plan") is a nonqualified deferred camsption plan which allows highly compensated eyg#e to defer receipt of a portion
their compensation and contribute such amountsiéoon more investment funds held in a rabbi tAi&t.report the accounts of the rabbi trust
in our consolidated financial statements. Thesestments are considered trading securities andepogted at fair value based on third-party
broker statements. The realized and unrealizeddwlghins and losses related to these investmanisell as the offsetting compensation
expense, are recorded in general and administrexipense on the consolidated statements of income.

The following table presents the fair valdier our financial assets and liabilities measwe nonrecurring basis:

Fair Value Measurements
Level December 28, 2010 December 29, 2009

Longived asset:

held for sale 2 $ 1,59¢ $ 1,59¢
Longived asset:

held for use 2 1,117 1,23(C
Goodwill 3 1,83( 651
Total $ 454 $ 3,47¢

Long-lived assets held for sale includalland building and are valued using Level 2 inppitsnarily an independent third party
appraisal. These assets are included in Propedtg@mnipment in our consolidated balance sheetsadowot expect to sell these assets in the
next 12 months. Costs to market and/or sell thetasse factored into the estimates of fair valuging the 52 weeks ended December 29,
2009, long-lived assets held for sale with a cagyamount of $2.0 million were written down to thigir value of $1.6 million, resulting in a
loss of $0.4 million, which is included in Impairmteand closure in our consolidated statementsaufrre.

Long-lived assets held for use includediog, equipment and furniture and fixtures andwaleed using Level 2 inputs, primarily an
independent third party appraisal. These assetsctaled in Property and equipment in our constéd balance sheets. During the 52 wi
ended December 29, 2009, long-lived assets heldsemith a carrying amount of $2.5 million weretten
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(14) Fair Value Measurement (Continued)

down to their fair value of $1.2 million, resultimg a loss of $1.3 million, which is included in pa@rment and closure in our consolidated
statements of income. Depreciation expense of $@libn was recorded on these assets during theeeks ended December 28, 2010.

As of December 28, 2010 and December 2@9 2§oodwill in the table above relates to threé @vo underperforming restaurants,
respectively, in which the carrying value of the@sated goodwill was reduced to fair value, basetheir historical results and anticipated
future trends of operations. These charges araded in Impairment and closure in our consolidatatements of income. For further
discussion of impairment charges, see note 15.

At December 28, 2010 and December 29, 20@9fair value of cash and cash equivalents, atsaeceivable 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 is as follows:

December 28, 2010 December 29, 2009
Carrying Carrying
Amount Fair Value Amount Fair Value
Installmentloan $ 1,865 $ 2,322 $ 2,030 $ 2,59
Revolver 50,00¢( 50,00( 99,00( 99,00(

(15) Impairment and Closure Costs

During 2010, 2009 and 2008, we recordecainmpent charges of $2.0 related to goodwill andyiived assets, $3.0 million related to
goodwill and long-lived assets and $2.2 millioratetl to long-lived assets, respectively. Thesegetawere measured and recognized
following current accounting guidance which regsitieat the carrying value of these assets be téstéthpairment whenever circumstances
indicate that impairment may exist, or at leastuadlly in the case of goodwill. Refer to note 2 fiarther discussion of the methodology used
by us to test for long-lived asset and goodwill @mment.

Impairment charges in 2010 included $1.lfioni associated with the impairment of goodwillated to four restaurants and $0.2 million
related to the write-down of equipment and ongailogure costs associated with one restaurant, widshclosed in Q2 2010. The remaining
$0.1 million in expenses were ongoing closure cast®ciated with one restaurant closed in 2008 gbbewill impairment charges in 2010
resulted from our annual testing which relies, antpon the historical trends and anticipated fitnends of operations of individual
restaurants.

Impairment charges in 2009 included $1.Bionirelated to four underperforming restauramtsvhich the carrying value of the
associated goodwill and reacquired franchise rigleiee reduced to fair value, based on their hisébriesults and anticipated future trends of
operations. Of the $1.9 million impairment char$@.,6 million was not deductible for tax purposest. farther discussion of goodwill and
intangible assets, refer to note 6.

Impairment charges in 2009 also include® $dillion related to one underperforming restatifarwhich its carrying value was reduced
to its estimated fair value, based on its histdrieaults and anticipated future trends of operatid he impairment included building and
equipment. In addition, in 2009, we recorded a @&i®0.6 million related to the sale of one reséatinvhich was relocated, a
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(15) Impairment and Closure Costs (Continued)

charge of $0.5 million in conjunction with the dlwe of one restaurant, and recognized a credi0df fillion related to the settlement of a
lease reserve associated with one restaurant wigskclosed in 2008.

We recorded an impairment charge of $1lianiin 2008 as a result of reducing the carryuadue of one underperforming restaurant to
its estimated fair value, based on its historieabliits and anticipated future trends of operati®hs.impairment included land, building,
fixtures and equipment. We also recorded $0.8 amilln 2008 due to a lease reserve and other chargased in conjunction with the clost
of one restaurant.

(16) Derivative and Hedging Activities

We enter into derivative instruments fakrmanagement purposes only, including derivatilessgnated as hedging instruments under
FASB ASC 815, Derivatives and Hedging ("ASC 815V use interest rate-related derivative instrumtmteanage our exposure to
fluctuations of interest rates. By using theserumaents, we expose ourselves, from time to timeredit risk and market risk. Credit risk is
the failure of the counterparty to perform under tbrms of the derivative contract. When the faiue of a derivative contract is positive, the
counterparty owes us, which creates credit riskuforWe minimize the credit risk by entering intanisactions with high-quality
counterparties whose credit rating is evaluated gnarterly basis. Our counterparty in the interats swaps is J.P. Morgan Chase, N.A.
Market risk is the adverse effect on the value fafancial instrument that results from a changiiarest rates, commaodity prices, or the
market price of our common stock. We minimize marisk by establishing and monitoring parametesd timit the types and degree of
market risk that may be taken.

Interest Rate Swaps

On October 22, 2008, we entered into agr@st rate swap, starting on November 7, 2008, avitbtional amount of $25.0 million to
hedge a portion of the cash flows of our variable credit facility. We have designated the interat® swap as a cash flow hedge of our
exposure to variability in future cash flows attri@able to interest payments on a $25.0 milliondhenof floating rate debt borrowed under its
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, effedtivesulting in a fixed rate LIBOR
component of the $25.0 million notional amount.

On January 7, 2009, we entered into améstaate swap, starting on February 7, 2009, avitiotional amount of $25.0 million to hedge
a portion of the cash flows of our variable ratedit facility. We have designated the interest satap as a cash flow hedge of our exposu
variability in future cash flows attributable taémnest payments on a $25.0 million tranche of fltmptate debt borrowed under our revolving
credit facility. Under the terms of the swap, wg pdixed rate of 2.34% on the $25.0 million noabamount and receive payments from the
counterparty based on the 1-month LIBOR rate faran ending on January 7, 2016, effectively resglin a fixed rate LIBOR component of
the $25.0 million notional amount.

We entered into the above interest ratgpswéth the objective of eliminating the variabyilivf our interest expense that arises becau
changes in the variable interest rate for the dedegl interest payments. Changes in the fair vafitiee interest rate swap will be reported
component
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(16) Derivative and Hedging Activities (Continued)

of accumulated other comprehensive income. Weredllassify any gain or loss from accumulated otlmenprehensive income, net of tax, on
our consolidated balance sheet to interest expemseir consolidated statement of income when ttezast rate swap expires or at the time
we choose to terminate the swap. See note 14ifordlie discussion of these interest rate swaps.

The following table summarizes the fairueahnd presentation in the consolidated balancetskear derivatives designated as hedging
instruments under ASC 815:

Derivative Assets Derivative Liabilities
Balance Sheet December 28, December 29, December 28, December 29,
Location 2010 2009 2010 2009

Derivative Contracts

Designated as

Hedging

Instruments under

ASC 815 Q)
Interest rate sway $ — $ 31 $ 2,17¢ $ —
Total Derivative

Contracts $ — % 31 $ 2,17¢ $ —

Q) Derivative assets and liabilities are includedain ¥alue of derivative financial instruments oe tonsolidated balance
sheets

The following table summarizes the effefctierivative instruments on the consolidated statets of income for the 52 weeks ended
December 28, 2010 and December 29, 2009:

Amount of
(Loss) Gain Location of Amount of
Location of Reclassified (Loss) (Loss) Gain
Amount of (Loss) (Loss) from AOCI to Gain Recognized in
Gain Gain Income Recognized Income
Recognized in AOCI Reclassified (effective in Income (ineffective
(effective portion) from AOCI portion) (ineffective portion)
2010 2009 Income 2010 2009 portion) 2010 2009
Interes
rate
sway $ (1,357) $ 1,72t — $ — % — — $ — $ —

(17) Related Party Transactions

The Longview, Texas restaurant, which wagiaed by us in connection with the completioroof initial public offering, leases the la
and restaurant building from an entity controllgdSieven L. Ortiz, our Chief Operating Officer. Tlease term is for 15 years and will
terminate in November 2014. The lease can be rathéwdwo additional terms of five years each. Rergpproximately $19,000 per month.
The lease can be terminated if the tenant faifstothe rent on a timely basis, fails to maintaim insurance specified in the lease, fails to
maintain the building or property or becomes inealv Total rent payments were approximately $22% % $200,000 for 2010 and 2009,
respectively.

The Bossier City, Louisiana restaurantybfch Steven L. Ortiz beneficially owns 66.0% anel @wn 5.0%, leases the land and building
from an entity owned by Mr. Ortiz. The lease tee1b years and will terminate on March 31, 202@& [Ease can be renewed for three
additional terms of five years each. Rent is apipnaxely $16,600 per month and escalates 10% ewetyéiars during the term. The lease can
be terminated if the tenant fails to pay rent dimeely basis, fails to maintai
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(17) Related Party Transactions (Continued)

insurance, abandons the property or becomes ingolVetal rent payments were approximately $193 800 $181,000 for 2010 and 2009,
respectively.

We have 14 license and franchise restasi@ambed in whole or part by certain officers, dioes and stockholders of the Company at
December 28, 2010, December 29, 2009 and Decerfib@088. These entities paid us fees of $2.0 mill§2.0 million and $2.1 million for
the years ended December 28, 2010, December 29,8&@DDecember 30, 2008, respectively. As discuissedte 12, we are contingently
liable on leases which are related to three ofehestaurants.

(18) Selected Quarterly Financial Data (unaudited)

2010
First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Revenue $ 259,62: $ 255,16: $ 245,61: $ 244,59: $ 1,004,99:
Total costs and expens $ 229,51t $ 231,830 $ 224,16! $ 228,86( $ 914,37¢
Income from operatior $ 30,10¢ $ 23,32¢ $ 21,44t $ 1573« $ 90,61

Net income attributable to Tex
Roadhouse, Inc. and

subsidiaries $ 19,24 $ 1503¢ $ 13,95 $ 10,06( $  58,28¢
Basic earnings per common sh  $ 027 $ 021 $ 0.1¢ $ 014 $ 0.82
Diluted earnings per common
share $ 027 $ 021 $ 0.1¢ $ 014 % 0.8C
2009
First Second Third Fourth
Quarter Quarter Quarter Quarter Total
Revenue $ 246,070 $ 242,427 $ 226,467 $ 227,36¢ $ 942,33:
Total costs and expens $ 223,79( $ 220,92¢ $ 209,18t $ 212,56! $ 866,47(
Income from operatior $ 2228: $ 21,49 $ 17,28 14,80: $ 75,86:

$
Net income attributable to Tex

Roadhouse, Inc. and subsidias $ 14,33 $ 13,74. $ 10,69¢ $ 8,70¢ $ 47,47¢
Basic earnings per common sh  $ 021 $ 0.2C $ 0.1t $ 0.1z $ 0.6¢
Diluted earnings per common sh  $ 0.2C $ 0.1¢ % 0.1t $ 0.1z $ 0.67

In the fourth quarter of 2010, we recordecharge of $1.7 million ($1.1 million after-taxgsmciated with the impairment of goodwiill
related to four restaurants in which the carryiafye was reduced to fair value.

In the third quarter of 2009, we recordegha of $0.6 million ($0.4 million after-tax) re&d to the sale of a restaurant which was
relocated. This gain was partially offset by charge$0.4 million ($0.2 million after-tax) incurréd conjunction with the closure of a second
restaurant in the third quarter of 2009. In thefloguarter of 2009, we recorded a charge of $1l8Bm($0.8 million after-tax) with respect
to four underperforming restaurants in which theyiag value, including goodwill and intangible ats was reduced to fair value. In
addition, in the fourth quarter of 2009, we recardecharge of $1.3 million ($0.8 million after-taxjth respect to one underperforming
restaurant in which the carrying value, includinglding and equipment, was reduced to fair value.

See note 15 for further discussion of impant and closure costs.
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(19) Subsequent Events

On February 17, 2011, our Board of Direstapproved a stock repurchase program under whiahhorized us to repurchase up to
$50.0 million of our common stock. Any repurchaséisbe made through open market transactions. fitheng and amount of any
repurchases will be determined by our managemeigrysarameters established by our Board of Directzased on our evaluation of our
stock price, market conditions and other corpotatgsiderations. Also on February 17, 2011, our BadDirectors authorized the payment
of a cash dividend of $0.08 per share of commockstbhis payment will be distributed on April 1,20 to shareholders of record at the ¢
of business on March 16, 2011.
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Schedule of the Owners of Company-Managed Texas Rileouse Restaurants and the
Interests Held by Directors, Executive Officers ancb% Stockholders Who Are Parties to
Limited Partnership Agreements and Operating Agreenents

As of December 28, 2010

Exhibit 10.7

Percentage Owned by
Executive Officers,

Percentage of Actual Management Fee Directors & 5%

Entity Name Restaurant Location Holdings’ Interest Charged Stockholders
Texas Roadhouse of Billings, LL Billings, MT 5% 0.5% 57%
Roadhouse of Bossier City, LL Bossier City, LA 5% 0.5% 65%
Texas Roadhouse of Brownsville, Lt Brownsville, TX 5.0% 0.5% 91.8%%
Texas Roadhouse of Everett, LI Everett, MA 5% 0.5% 50%
Roadhouse of Fargo, LL Fargo, ND 5.05% 0.5% 88.8%
Roadhouse of Longmont, LL Longmont, CC 5% 0.5% 47.5%
Roadhouse of McKinney, Ltc McKinney, TX 5% 0.5% 62%
Roadhouse of New Berlin, LL New Berlin, WI 5% 0.5% 62%
Roadhouse of Omaha, LL Omaha, NE 5.4% 0.5% 79.61%
Texas Roadhouse of Port Arthur, Lt Port Arthur, TX 5% 0.5% 91.5%
Roadhouse of Temple, Ltc Temple, TX 5% 0.5% 7%
55.1%

Roadhouse of Wichita, LL! Wichita, KS 5% 0.5%




Schedule of the Directors, Executive Officers and% Stockholders which have entered into Franchise

Agreements or Preliminary Agreements for a Texas Badhouse Restaurant

As of December 28, 2010

Prelim. Agt. Signed

Fran. Agt. Signed Franchise Fee

EXHIBIT 10.8

Royalty Rate

BILLINGS, MT
TEXAS ROADHOUSE OF BILLINGS, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/1/200:

BOSSIER CITY, LA
ROADHOUSE OF BOSSIER CITY, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/19/200:-

BROWNSVILLE, TX
TEXAS ROADHOUSE OF BROWNSVILLE, LTD.
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 5/14/200:

EVERETT, MA
TEXAS ROADHOUSE OF EVERETT, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 2/15/200:

FARGO, ND (1)
ROADHOUSE OF FARGO, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 1/30/200¢

FARMINGTON, NM (2)
ROADHOUSE OF FARMINGTON, NM, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/19/200:

LONGMONT, CO
ROADHOUSE OF LONGMONT, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 12/19/200:

MCKINNEY, TX
ROADHOUSE OF MCKINNEY, LTD.
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/16/200-

NEW BERLIN, WI
ROADHOUSE OF NEW BERLIN, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/17/200«

OMAHA, NE
ROADHOUSE OF OMAHA, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/19/200:

PORT ARTHUR, TX
TEXAS ROADHOUSE OF PORT ARTHUR, LTD.
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 12/15/200:

TEMPLE, TX
ROADHOUSE OF TEMPLE, LTD.
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/19/200:-

11/3/200: $ 0]

12/1/200: $ 0]

2/4/2000 $ 0

11/21/200. $ 0

8/25/200t $ 0

5/3/200: $ 0

9/8/200: $ 0

9/8/200: $ 0

3/8/200¢ $ 0

12/15/200: $ 0

3/11/200! $ 0]

3.£%

3.£%

3.5%

3.5%

3.£%

3.5%

3.5%

3.£%

3.8%

3.5%

3.5%

3.8%



WICHITA, KS
ROADHOUSE OF WICHITA, LLC
6040 DUTCHMANS LANE, SUITE 200
LOUISVILLE, KY 40205 3/17/200: 12/1/200- $ 0 3.5%

(1) Franchise rights under Preliminaryéement dated 4/27/2004 with Roadhouse of Louisialb@ were transferred to this location.

(2 Franchise rights under this Prelimjndgreement are to be transferred to a locatidryabidentified.




LIST OF SUBSIDIARIES OF TEXAS ROADHOUSE, INC.
(as of December 28, 2010)

I SUBSIDIARIES WHOLLY -OWNED BY TEXAS ROADHOUSE, INC.

NAME OF ENTITY

FORM OF ENTITY

Exhibit 21.1

Armadillo, Inc.
Aspen Creek, LLC
Roadhous-Creek of NJ, LLC

Texas Roadhouse Development Corpora

Texas Roadhouse Holdings L1
Texas Roadhouse Management Ci

Colorado corporatio
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky corporatiol
Kentucky limited liability compan
Kentucky corporatiol

Il. SUBSIDIARIES WHOLLY -OWNED BY TEXAS ROADHOUSE HOLDINGS LLC

NAME OF ENTITY

FORM OF ENTITY

Roadhouse Enterprises, It

Texas Roadhouse Delaware L
Texas Roadhouse Louisville | LL
Texas Roadhouse of Boise, LI
Texas Roadhouse of Cedar Falls, L
Texas Roadhouse of Cheyenne, L
Texas Roadhouse of Decatur, LI
Texas Roadhouse of Dixie Highway, Ll
Texas Roadhouse of East Peoria, L
Texas Roadhouse of Elkhart, LL
Texas Roadhouse of Elyria, LL
Texas Roadhouse of Fort Wayne, L
Texas Roadhouse of Grand Junction, L
Texas Roadhouse of Kansas, L
Texas Roadhouse of Lancaster, L
Texas Roadhouse of Lansing, LI
Texas Roadhouse of Lynchburg, LI
Texas Roadhouse of Reno, NV, LI
Texas Roadhouse of Richmond, LI
Texas Roadhouse of Roseville, LI
Texas Roadhouse of Vermont, LI

[l PARTIALLY -OWNED SUBSIDIARIES

NAME OF ENTITY

Texas corporatio

Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kansas limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Nevada limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Vermont limited liability compan

FORM OF ENTITY

Texas Roadhouse of Gilbert, AZ, LLC (

Texas Roadhouse of Hendersonville, de Novo, LLC
Texas Roadhouse of Huber Heights, LLC

Texas Roadhouse of Jacksonville, NC, LLC

Texas Roadhouse of Lancaster OH, LLC

Texas Roadhouse of Parker, LLC
Texas Roadhouse of Stillwater, LLC |
Texas Roadhouse of Warwick, LLC (

Texas Roadhouse of Austin, Ltd. |
Texas Roadhouse of Aus-North, Ltd. (1)

Kentucky limited liability compan:
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan
Kentucky limited liability compan

Kentucky limited partnershi
Kentucky limited partnershi




Texas Roadhouse of Mansfield, Ltd. Kentucky limited partnershi

TRH Beverages of Aust-South, LLC (2) Texas limited liability compan
TRH Beverages of Aust-North, LLC (3) Texas limited liability compan
TRH Beverages of Mansfield, LLC (. Texas limited liability compan

(1)
(2)
(3)
(4)

Ownership interests held by Texas Roadhouse Hadihg
Ownership interests held by Texas Roadhouse ofifiyugd.
Ownership interests held by Texas Roadhouse ofiixdgirth, Ltd.
Ownership interests held by Texas Roadhouse of fibdahsL td.
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
Texas Roadhouse, Inc.:

We consent to the incorporation by refeeeincthe registration statements (No. 333-12124lfarm S-8 and (No. 333-133510) on
Form S-3 of Texas Roadhouse, Inc. of our reportsddBebruary 25, 2011, with respect to the conatdidi balance sheets of Texas
Roadhouse, Inc. and subsidiaries as of Decemb&(2®, and December 29, 2009, and the related ddated statements of income,
stockholders' equity and comprehensive incomecast flows for each of the years in the three-peaiod ended December 28, 2010, and
the effectiveness of internal control over finahcégporting as of December 28, 2010, which repapisear in the December 28, 2010 annual
report on Form 10-K of Texas Roadhouse, Inc.

/sl KPMG LLP

Louisville, Kentucky
February 25, 2011
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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. I have reviewed this report on FA®AK of Texas Roadhouse, Inc.;

2. Based on my knowledge, this repodsdnot contain any untrue statement of a matfacalor omit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineldidh this report, fairly present in all mate|
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifyindiadr and | are responsible for establishing anéhtaiing disclosure 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 controlsm@ndedures, or caused such disclosure controlpar@dures to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durithg tperiod in which this report is being prepared;

b) Designed such internal control oweaficial reporting, or caused such internal cortxer financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of #mstrant's disclosure controls and proceduregeaggbnted in this report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any changéhie registrant's internal control over finaneggorting that occurred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of theuahneport) that has materially affected,
or is reasonably likely to materially affect, thegistrant's internal control over financial repagtiand

5. The registrant's other certifyin§iadr and | have disclosed, based on our most temeiuation of internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) All significant deficiencies and m@aéweaknesses in the design or operation of iatlecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaize report financial information;
and

b) Any fraud, whether or not materiaktt involves management or other employees who aaignificant role in the
registrant's internal control over financial repugt

Date: February 25, 2011 By: /s/ G.J. HART

G.J. Hart
President, Chief Executive Offic
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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 FA®AK of Texas Roadhouse, Inc.;

2. Based on my knowledge, this repodsdnot contain any untrue statement of a matfacalor omit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineldidh this report, fairly present in all mate|
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifyindiadr and | are responsible for establishing anéhtaiing disclosure 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 controlsm@ndedures, or caused such disclosure controlpar@dures to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durithg tperiod in which this report is being prepared;

b) Designed such internal control oweaficial reporting, or caused such internal cortxer financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of #mstrant's disclosure controls and proceduregeaggbnted in this report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any changéhie registrant's internal control over finaneggorting that occurred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of theuahneport) that has materially affected,
or is reasonably likely to materially affect, thegistrant's internal control over financial repagtiand

5. The registrant's other certifyin§iadr and | have disclosed, based on our most temeiuation of internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) All significant deficiencies and m@aéweaknesses in the design or operation of iatlecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaize report financial information;
and

b) Any fraud, whether or not materiaktt involves management or other employees who aaignificant role in the
registrant's internal control over financial repugt

Date: February 25, 2011 By: /s/ SCOTT M. COLOSI

Scott M. Colosi
Chief Financial Officel




QuickLinks
Exhibit 31.2

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



QuickLinks-- Click here to rapidly navigate through this domnt

Exhibit 32.1

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

I, G.J. Hart, Chief Executive Officer ofXas Roadhouse, Inc. (the "Company"), certify, parguio Section 906 of the Sarbanes-Oxley
Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Annual Report on Form 10-K of @empany for the fiscal year ended December 280 Zoie "Report") fully complies
with the requirements of Section 13(a) or 15(d)apslicable, of the Securities Exchange Act of 138¢

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

Date: February 25, 2011 By: /sl G.J. HART

G.J. Hart
President, Chief Executive Offic
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Exhibit 32.2

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

I, Scott M. Colosi, Chief Financial Officef Texas Roadhouse, Inc. (the "Company"), cerpifyrsuant to Section 906 of the Sarbanes-
Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Annual Report on Form 10-K of @empany for the fiscal year ended December 280 Zoie "Report") fully complies
with the requirements of Section 13(a) or 15(d)apslicable, of the Securities Exchange Act of 1384

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

Date: February 25, 2011 By: /s/ SCOTT M. COLOSI

Scott M. Colosi
Chief Financial Officel
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