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

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

(unaudited)
June 26, 2012 December 27, 2011

Assets
Current assett
Cash and cash equivale $ 77,228 $ 73,73
Receivables, net of allowance for doubtful accowfit$23 at June 26, 2012 and $39 at Decembe

2011 14,04 16,52¢
Inventories, ne 9,941 10,73(
Prepaid income taxe — 57t
Prepaid expenst 5,33¢ 7,04t
Deferred tax asse 5,145 3,367
Total current assets 111,69 111,97
Property and equipment, net of accumulated degfeciaf $250,883 at June 26, 2012 and $232

at December 27, 201 515,62( 497,217
Goodwill 110,94¢ 110,94¢
Intangible assets, n 8,50¢ 9,04z
Other assets 12,61: 11,49!
Total asset $ 759,37¢ $ 740,67(
Liabilities and Stockholders’ Equity
Current liabilities:
Current maturities of lor-term debt and obligations under capital le: $ 321 % 304
Accounts payabl 29,63 32,74
Deferred revenu— gift cards 21,28¢ 44,05¢
Accrued wage 25,48( 23,701
Income tax payabl 5,14: —
Accrued taxes and licens 12,37( 12,38!
Dividends payabli 6,32 5,53¢
Other accrued liabilities 22,53! 17,64¢
Total current liabilities 123,09: 136,37:
Long-term debt and obligations under capital leasedudig current maturitie 51,431 61,60
Stock option and other depos 4,49¢ 4,54¢
Deferred ren 18,69: 17,13:
Deferred tax liabilitie: 5,66¢ 8,71t
Fair value of derivative financial instrumel 4,42¢ 4,24
Other liabilities 13,69¢ 12,234
Total liabilities 221,50¢ 244,84
Texas Roadhouse, Inc. and subsidiaries stockhi equity:
Preferred stock ($0.001 par value, 1,000,000 sheart®rized; no shares issued or outstanc — —
Common stock, ($0.001 par value, 100,000,000 steardmrized, 70,330,187 and 69,186,967 sh

issued and outstanding at June 26, 2012 and Dece&#b2011, respectivel 70 69
Additional paid in capita 220,64! 206,01¢
Retained earning 315,00° 288,42!
Accumulated other comprehensive loss (2,719 (2,609
Total Texas Roadhouse, Inc. and subsidiaries stdd&h’ equity 533,00° 491,90
Noncontrolling interest 4,861 3,91¢
Total equity 537,86¢ 495,82:
Total liabilities and equity $ 759,37t $ 740,67(

See accompanying notes to condensed consolidaizacial statements.
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Texas Roadhouse, Inc. and Subsidiaries

Condensed Consolidated Statements of Income and Cprehensive Income
(in thousands, except per share data)

Revenue
Restaurant sale
Franchise royalties and fe

Total revenue

Costs and expense
Restaurant operating cos

Cost of sale:

Labor

Rent

Other operating
Pre-opening
Depreciation and amortizatic
Impairment and closure
General and administrati\

Total costs and expens
Income from operation

Interest expense, n
Equity income from investments in unconsolidatéfdiaties

Income before taxe

Provision for income taxe

Net income including noncontrolling intere:

Less: Net income attributable to noncontrollingenelsts

Net income attributable to Texas Roadhouse, Ind.
subsidiaries

Other comprehensive (loss) income, net of

Unrealized loss on derivatives, net of tax of $@illion, $0.5
million, $0.1 million and $0.4 million, respectiye

Total comprehensive incon

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

Basic

Diluted

Weightec-average shares outstandil
Basic

Diluted

Cash dividends declared per sh

See accompanying notes to condensed consolidaizacial statements.

(unaudited)

13 Weeks Endec

26 Weeks Endec

June 26, 2012

June 28, 2011

June 26, 2012

June 28, 2011

$ 317,54( $ 277,08 $ 639,55( $ 558,40¢
2,72¢ 2,48: 5,58¢ 4,94¢

320,27 279,57; 645,14 563,35’
106,86 92,26¢ 216,51! 185,80
93,23 82,91 186,58: 165,63

6,37¢ 5,70( 12,63 11,35

50,55¢ 45,93¢ 101,78 91,21¢

2,78( 2,19¢ 6,36¢ 4,08¢

11,54¢ 10,55¢ 22,89: 21,15¢

20 20 39 46

17,65 16,23 37,68t 30,10(
289,02 255,82 584,49! 509,40(
31,24 23,74 60,64 53,95

56¢ 542 1,177 1,107

(121) (97) (162) (200)

30,80( 23,30" 59,63¢ 53,05(

9,95: 6,60 19,03 15,87

$ 20,84 $ 16,69¢ $ 20,60, $ 37,174
53¢ 627 1,427 1,30¢

$ 20,31( $ 16,07¢ $ 39,17¢ $ 35,86
(65) (789) (106) (682)

$ 20,248 $ 15287 $ 39,07: $ 35,18
$ 0.2¢ $ 02: $ 056 $ 0.5(
$ 026 $ 02: $ 058 $ 0.4¢
70,12¢ 71,26 69,76 71,65

71,58 72,79 71,24 73,25

$ 0.0¢ $ 0.0 $ 0.1¢ $ 0.1€
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Texas Roadhouse, Inc. and Subsidiaries
Condensed Consolidated Statements of Stockholdefsguity
(in thousands, except share data)

Balance, December 27, 20

Net income

Unrealized loss on derivatives, net of
tax of $0.1 million

Distributions to noncontrolling intere:

Minority interest contributior

Minority interest liquidation
adjustment:

Dividends paid ($0.09 per sha

Dividends declared ($0.09 per she

Shares issued under stock option plan
including tax effect:

Settlement of restricted stock un

Indirect repurchase of shares for
minimum tax withholding:

Sharebased compensatic

Balance, June 26, 20:

(unaudited)
Accumulated
Other Total Texas
Par Paid in Retained  Comprehensive Roadhouse, Inc. and Noncontrolling
Shares Value Capital Earnings Loss Subsidiaries Interests Total
69,186,96 $ 69 $ 206,01¢ $ 288,42! $ (2,609 $ 491,90: $ 3,91¢ $ 495,82:
— — — 39,17¢ — 39,17¢ 1,422 40,601
— — — — (10€) (10€) — (10€)
— — — — — — (1,529) (1,529
— — — — — — 1,04¢ 1,044
— — (399 — — (399 — (393
— — — (6,270 — (6,270) (6,270
— — — (6,327) — (6,327) — (6,327)
862,14¢ 1 10,86: — — 10,86 — 10,86:
412,27: — — — — —
(131,19) — (2,167 — — (2,167 — (2,167
— — 6,324 — — 6,324 — 6,324
70,330,18 $ 70 $ 220,64! $ 315,000 $ (2,715 $ 533,000 $ 4,861 $ 537,86¢

See accompanying notes to condensed consolidataukcfal statements.
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Texas Roadhouse, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(in thousands)
(unaudited)

Cash flows from operating activities:
Net income including noncontrolling intere:
Depreciation and amortizatic
Deferred income taxe
Loss on disposition of asse
Equity income from investments in unconsolidatefdiaties
Distributions received from investments in uncoidaiked affiliates
Provision for doubtful accoun
Share-based compensation expel
Changes in operating working capit
Receivable:
Inventories
Prepaid expenses and other current a:
Other asset
Accounts payabl
Deferred revenu— gift cards
Accrued wage
Excess tax benefits from sh-based compensatic
Prepaid income taxes and income taxes pay
Accrued taxes and licens
Other accrued liabilitie
Deferred ren
Other liabilities

Net cash provided by operating activit

Cash flows from investing activities:
Capital expenditure— property and equipme
Proceeds from sale of property and equipment, dsfuinsurance procee:

Net cash used in investing activiti

Cash flows from financing activities:

Repayments of revolving credit facility, r

Proceeds from minority interest contributions atttkeo
Distributions to noncontrolling interest holdt

Excess tax benefits from sh-based compensatic
(Repayments) proceeds from stock option and otbposits
Repurchase shares of common st

Indirect repurchase of shares for minimum tax watdings
Principal payments on lo-term debt and capital lease obligatit
Proceeds from exercise of stock optii

Dividends paid to stockholders

Net cash used in financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivale— beginning of periot
Cash and cash equivalents — end of period

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

See accompanying notes to condensed consolidataukcfal statements.

6

26 Weeks Endec

June 26, 2012

June 28, 2011

$ 40,60. $ 37,17
22,89: 21,15¢

(4,759 1,20%

1,68¢ 971

(162) (200)

22¢ 174

16 (73)

6,32 5,73¢

2,46¢ 28€

78¢ 30€

1,70¢ 2,09¢

(1,042) (2,887)

(3,110 1,557

(22,779 (20,739

1,77¢ 1,507

(2,512) (38¢)

8,231 86¢

(11) (241)

4,88¢ 5,22¢

1,55¢ 1,237

1,461 1,38¢

$ 60,25. $ 56,35!
(42,54 (29,09

10€ 75

$ (42,44) $ (29,019
(10,000) —

512 —

(1,529) (1,221)

2,51¢ 38¢

(48) 351

— (25,26¢)

(2,167) (2,246)

(147) (134)

8,34¢ 3,65(

(11,806) (5,697)

$ (14,310 $ (30,179)
3,491 (2,839

73,73 82,21

$ 77228 $ 79,37¢
$ 1,26¢ $ 1,08(
$ 15,55, $ 13,80«
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Texas Roadhouse, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statement
(Tabular dollar amounts in thousands, except per sire data)
(unaudited)

1) Basis of Presentation

The accompanying unaudited condensed consolidataddial statements include the accounts of TexaxlRouse, Inc. (the “Company,”
“we” and/or “our”), our wholly-owned subsidiariesdsubsidiaries in which we own more than 50 pdrtgarest, as of and for the 13 and 26
weeks ended June 26, 2012 and June 28, 2011. lliyvowned subsidiaries include: Texas Roadhouskeidgs LLC (“Holdings”), Texas
Roadhouse Development Corporation (“TRDC”), Texaadhouse Management Corp. (“Management Corp.”Aapen Creek, LLC (“Aspen
Creek”). We and our subsidiaries operate restasitamder the names Texas Roadhouse and Aspen Etaleikngs also provides supervisory
and administrative services for certain other frase and license Texas Roadhouse restaurants. BeXJfranchise rights and collects the
franchise royalties and fees. Management Corpiges management services to the Company, Holdkgsen Creek and certain other
license and franchise Texas Roadhouse restaurAfitaterial balances and transactions betweemrtdnsolidated entities have been
eliminated.

As of June 26, 2012 and June 28, 2011, we ownéd §©0L.0.0% equity interest in 22 and 21 franchéstaurants, respectively. While we
exercise significant control over these franchestaurants, we do not consolidate their finanaaitpn, results of operations or cash flows as
it is immaterial to our consolidated financial gasi, results of operations and/or cash flows. Duestment in these unconsolidated affiliate
included in Other assets in our condensed congdetidaalance sheets and we record our percentage et income earned by these
unconsolidated affiliates in our condensed conatdid statements of income and comprehensive incoiier Equity income from investmel
in unconsolidated affiliates.

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

In the opinion of management, the accompanying ditedi condensed consolidated financial statemeffiisct all adjustments, consisting
only of normal recurring adjustments, necessagrésent fairly our financial position, results giepations and cash flows for the periods
presented. The financial statements have beemm@in accordance with GAAP, except that certafiormation and footnotes have been
condensed or omitted pursuant to rules and regulatf the Securities and Exchange Commission (*REQOperating results for the 26 wee
ended June 26, 2012 are not necessarily indicafitlee results that may be expected for the yedingnDecember 25, 2012. The unaudited
condensed consolidated financial statements shxmutéad in conjunction with the consolidated firnahstatements and notes thereto included
in our Annual Report on Form 10-K for the year eh@&cember 27, 2011.

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

We may grant incentive and non-qualified stock@msito purchase shares of common stock, stock mmasis (restricted stock unit
awards (“RSUs")) and restricted stock awards umiglerTexas Roadhouse, Inc. 2004 Equity Incentiva Rlee “Plan”). Beginning in 2008, we
changed the method by which we provide share-besegbensation to our employees by eliminating stqation grants and, instead, granting
RSUs as a form of share-based compensation. AniR8lé conditional right to receive one sharemhmon stock upon satisfaction of the
vesting requirement.

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

13 Weeks Ended 26 Weeks Ended
June 26, 2012 June 28, 2011 June 26, 2012 June 28, 2011
Labor expens $ 1,12: $ 99%€ $ 2,12¢ $ 1,93¢
General and administrative expel 2,14¢ 1,77 4,198 3,79¢
Total shar-based compensation expel $ 3,271 $ 2,77 $ 6,322 $ 5,73

A summary of share-based compensation activitypg bf grant as of June 26, 2012 and changes dtivengeriod then ended is
presented below.




Table of Contents

Summary Details for Plan Share Options

Weighted- Weighted-Average Aggregate
Average Remaining Contractual Intrinsic
Shares Exercise Price Term (years) Value
Outstanding at December 27, 2( 3,486,64. $ 12.0z
Grantec — —
Forfeited (104,790 11.4¢
Exercised (862,149 9.6¢
Outstanding at June 26, 20 2,519,700 $ 12.8¢ 341 $ 12,96¢
Exercisable at June 26, 2012 251231 $ 12.8¢ 34C $ 12,92!

The total intrinsic value of options exercised dgrthe 13 weeks ended June 26, 2012 and June 2By $3.2 million and $0.7 millio
respectively. The total intrinsic value of optiamsercised during the 26 weeks ended June 26, &0d dune 28, 2011 was $6.6 million and
$2.1 million, respectively. As of June 26, 2012hwespect to unvested stock options, there wamaraterial amount of unrecognized
compensation cost that is expected to be recogmizeda weighted-average period of less than a yEhe total grant date fair value of stock
options vested for the 13 week periods ended J&Gn2@.2 and June 28, 2011 was $0.1 million and 80l®n, respectively. The total grant
date fair value of stock options vested for then@gk periods ended June 26, 2012 and June 28,284 $0.1 million and $0.4 million,
respectively.

Summary Details for RSUs

Weighted-

Average

Grant Date

Shares Fair Value
Outstanding at December 27, 2( 1,186,481 $ 13.71
Grantec 1,067,741 15.8¢
Forfeited (26,469 13.8¢
Vested (412,277 12.9:
Outstanding at June 26, 20 1,815,48! $ 15.1¢

As of June 26, 2012, with respect to unvested R8ldse was $17.3 million of unrecognized compepsatbst that is expected to be
recognized over a weighted-average period of laBsyeThe vesting terms of the RSUs range fromd 30 years. The total grant date fair
value of RSUs vested for the 13 week periods edded 26, 2012 and June 28, 2011 was $1.6 millidrs20 million, respectively. For the
26 week periods ended June 26, 2012 and June 28, & total grant date fair value of RSUs vestad $5.3 million and $5.5 million,
respectively.

(3) Long-term Debt and Obligations Under CapitalLeases

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

June 26, 2012 December 27, 2011

Installment loans, due 2012 — 2020 $ 157¢ $ 1,67¢
Obligations under capital leas 17¢ 22¢€
Revolver 50,00( 60,00(
51,75¢ 61,90¢

Less current maturitie 321 304
$ 51,437 $ 61,60!
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The weighted-average interest rate for installnheguts outstanding was 10.57% at June 26, 2012 acdrbber 27, 2011. The debt is
secured by certain land and buildings.

On August 12, 2011, we entered into a $200.0 milfiee-year revolving credit facility with a syndite of commercial lenders led by
JPMorgan Chase Bank, N.A., PNC Bank, National Aisgian, and Wells Fargo, National Association. sTfacility replaced our previous five-
year revolving credit facility. The new facilitkpires on August 11, 2016. The terms of the fgcilequire us to pay interest on outstanc
borrowings at London Interbank Offered Rate (“LIBQRIus a margin of 0.875% to 1.875%, dependinganleverage ratio, or the Alternate
Base Rate, which is the higher of the issuing bapkime lending rate, the Federal Funds rate pk@% or the Adjusted Eurodollar Rate for a
one month interest period on such day plus 1.0%. avé also required to pay a commitment fee of@d.% 0.350% per year on any unused
portion of the facility, depending on our leveraggo. The weighted-average interest rate forédwelver at June 26, 2012 and December 27,
2011 was 3.96% and 3.20%, respectively, includigitpact of interest rate swaps as discussedtenhoAt June 26, 2012, we had $50.0
million outstanding under the credit facility anti4%.8 million of availability, net of $4.2 millioof outstanding letters of credit.

The lenders’ obligation to extend credit underftiadlity depends on us maintaining certain finahc@enants, including a minimum
consolidated fixed charge coverage ratio of 2.00.8® and a maximum consolidated leverage rat@J to 1.00. The credit facility permits
us to incur additional secured or unsecured indklgtss outside the facility, except for the incuceenf secured indebtedness that in the
aggregate exceeds 20% of our consolidated tangéilesorth or circumstances where the incurrencseofired or unsecured indebtedness
would prevent us from complying with our financta@lvenants. We were in compliance with all covesastof June 26, 2012.

(4) Derivative and Hedging Activities

We enter into derivative instruments for risk magragnt purposes only, including derivatives desigghais hedging instruments under
Financial Accounting Standards Board (“FASB”) Acoting Standards Codification (*“ASC") 81Bgrivatives and HedginfASC 815”"). We
use interest rate-related derivative instrumentaaoage our exposure to fluctuations of interdssraBy using these instruments, we expose
ourselves, from time to time, to credit risk andrkearisk. Credit risk is the failure of the coargarty to perform under the terms of the
derivative contract. When the fair value of a dative contract is positive, the counterparty owgswhich creates credit risk for us. We
minimize the credit risk by entering into transans with high-quality counterparties whose credliing is evaluated on a quarterly basis. Our
counterparty in the interest rate swaps is JPMo@jase Bank, N.A. Market risk is the adverse effecthe value of a financial instrument
that results from a change in interest rates, codityprices or the market price of our common stogke minimize market risk by
establishing and monitoring parameters that limet ttypes and degree of market risk that may bentake

Interest Rate Swayj

On October 22, 2008, we entered into an interéstswap, starting on November 7, 2008, with a mai@mount of $25.0 million to hed
a portion of the cash flows of our variable ratedir facility. We have designated the interest savap as a cash flow hedge of our exposure to
variability in future cash flows attributable taénest payments on a $25.0 million tranche of fi@atate debt borrowed under our revolving
credit facility. Under the terms of the swap, ve/ & fixed rate of 3.83% on the $25.0 million noabamount and receive payments from the
counterparty based on the 1-month LIBOR rate ftaran ending on November 7, 2015, effectively resglin a fixed rate LIBOR component
of the $25.0 million notional amount.

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

We entered into the above interest rate swapsthétiobjective of eliminating the variability of ounterest cost that arises because of
changes in the variable interest rate for the aedéyl interest payments. Changes in the fair v@fltige interest rate swap will be reported as a
component of accumulated other comprehensive incoMe will reclassify any gain or loss from accuatell other comprehensive income
(*AOCI"), net of tax, in our condensed consolidatelance sheet to interest expense in our condexsesblidated statement of income and
comprehensive income when the interest rate swpipesxor at the time we choose to terminate thegpsv&ee note 9 for fair value discussion
of these interest rate swaps.
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The following table summarizes the fair value anespntation in the condensed consolidated baldrestsfor derivatives designated as
hedging instruments under FASB ASC 815:

Balance
Sheet Derivative Assets Derivative Liabilities

Location June 26, 2012 December 27, 2011 June 26, 2012 December 27, 2011

Derivative Contracts Designated
Hedging Instruments under ASC 8 (2)
Interest rate sway $ — $ — $ 4,42¢ $ 4,24
Total Derivative Contract $ — 3 — % 4,42¢ $ 4,247
(1) Derivative assets and liabilities are includedain ¥alue of derivative financial instruments iretbondensed consolidated balance

sheets.

The following table summarizes the effect of detiv@instruments in the condensed consolidate@mstants of income and comprehen:
income for the 26 weeks ended June 26, 2012 arel2By2011:

Location of
Location of Amount of Gain Gain (Loss)
Amount of Loss Gain Reclassified from AOCI Recognized Amount of Gain (Loss)
Recognized in AOCI Reclassified to Income (effective in Income Recognized in Income
(effective portion) from AOCI portion) (ineffective (ineffective portion)
2012 2011 to Income 2012 2011 portion) 2012 2011
Interest rate sway Interest
$ (1060 $ (682 expense,ne $ 66 $ 63 _ % — 3 _

(5) Recent Accounting Pronouncements

Comprehensive Income
(ASU 2011-05)

In June 2011, the FASB issued ASU 2011®¥®sentation of Comprehensive Incom&SU 2011-05 eliminates the option to present the
components of other comprehensive income as pdnedftatement of changes in stockholders’ equitych was our presentation, and also
requires presentation of reclassification adjust&om other comprehensive income to net incomeherface of the financial statements. In
December 2011, the FASB issued ASU 2011B&Xerral of the Effective Date for Amendments toRhesentation of Reclassifications of Items
Out of Accumulated Other Comprehensive Income h 2(8.1-05to defer the effective date of the specific requieat to present items that
are reclassified out of accumulated comprehensieeme to net income alongside their respective corapts of net income and other
comprehensive income. All other provisions of tiyilate are effective for annual and interim rdpgrperiods beginning after December 15,
2011 (our 2012 fiscal year). The adoption of tlesv guidance had no impact on our consolidatechéii@h position, results of operations or
cash flows, though it changed our income statermeggentation.

Goodwill and Other Intangibles
(ASU 2011-08)

In September 2011, the FASB issued ASU 201 1k@X@@ngibles — Goodwill and Other, Testing GoodfaH Impairment, which permits
an entity to make a qualitative assessment of venétlis more likely than not that a reporting tsfir value is less than its carrying value
before applying the two-step goodwill impairmentdabthat is currently in place. If it is determih#hrough the qualitative assessment that a
reporting unit’s fair value is more likely than rgreater than its carrying value, the remainingdimpent steps would be unnecessary. The
gualitative assessment is optional, allowing congmto go directly to the quantitative assessméhis update is effective for annual and
interim goodwill impairment tests performed in idgears beginning after December 15, 2011 (ou2Z3tal year). The adoption of this new
guidance has no impact on the content of our firzustatements or disclosures.

(6) Commitments and Contingencies

The estimated cost of completing capital projecheuotments at June 26, 2012 and December 27, 208ap@roximately $42.0 million
and $58.6 million, respectively.
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We entered into real estate lease agreementsafactise restaurants located in Everett, MA, Longim@0@, Montgomeryville, PA, Fargo,
ND and Logan, UT before granting franchise riglusthose restaurants. We have subsequently assieéelases to the franchisees,
remain contingently liable if a franchisee defaultgler the terms of a lease. The Longmont leaseassigned in October 2003 and expires in
May 2014, the Everett lease was assigned in Segtedti)2 and expires in February 2018, the Montggwilér lease was assigned in October
2004 and expires in June 2021, the Fargo leas@s&gned in February 2006 and expires in July 20iththe Logan lease was assigned in
January 2009 and expires in August 2019. As thevédue of the guarantees is not considered siarit, no liability has been recorded. As
discussed in note 7, the Everett, MA, Longmont, @ Fargo, ND restaurants are owned, in wholeadr py certain of our officers, directors
or 5% shareholders.

We currently buy most of our beef from four supgieAlthough there are a limited number of beefgdigps, management believes that
other suppliers could provide a similar producttomparable terms. A change in suppliers, howewerdccause supply shortages and a
possible loss of sales, which would affect opeatasults adversely. We have no material minimunchmase commitments with our vendors
that extend beyond a year.

On September 30, 2011, the U.S. Equal Employmepb@pnity Commission (“EEOC?”) filed a lawsuit stdl&qual Employment
Opportunity Commission v. Texas Roadhouse, InggasTRoadhouse Holdings LLC, Texas Roadhouse Mamegelorp.in the United States
District Court, District of Massachusetts, Civil #fan Number 1:11-cv-11732. The complaint alleges tipplicants over the age of 40 were
denied employment in our restaurants in bartertaest, server and server assistant positions dtieetoage. The EEOC is seeking injunctive
relief, remedial actions, payment of damages tapj@icants and costs. We believe we have mevitsrdefenses to the claims made by the
EEOC, and we intend to vigorously defend agairstth We filed a response to the complaint in thienfof two motions, one to dismiss the
case and one to transfer the case to Louisville, K¥hearing on the motions was held on July 18,200n July 24, 2012, the court issued a
ruling allowing the EEOC to file an amended commii@ontaining additional information sufficientreeet the standard for stating a claim of
age discrimination against Texas Roadhouse. Base¢le preliminary status of this matter, we carestimate the possible amount or range of
loss, if any, associated with this matter.

On January 19, 2011, a Massachusetts putative attiss was filed styledenna Crenshaw, Andrew Brickley, et al, and alkoth
similarly situated v. Texas Roadhouse, Inc., T&@adhouse Holdings, LLC, Texas Roadhouse of Eyetéitand Texas Roadhouse
Management Corp., d/b/a Texas Roadhc. The complaint is pending in the United StategrizisCourt, District of Massachusetts, Civil
Action Number 1:11-cv-10549. The complaint allegdailure to comply with Massachusetts wage lavesBigally that we improperly shared
pooled tips with ineligible employees. Currentlye wperate nine restaurants in the state. Theepdrgan mediation in late February 2012
on April 30, 2012, filed a Settlement Agreemenh§‘tAgreement”) seeking preliminary court approwasettle the lawsuit. Under the
Agreement, the company agrees to pay $5.0 millidrich includes payment of the plaintiffs’ attornefees, payment of expenses to
administer the settlement, and individual paymémtgsolve the claims of servers employed in Masssetts restaurants from January 18, .
through the date of final court approval. The Agnent is subject to final approval of the countelitinary approval of the settlement was
granted on May 3, 2012 and a final approval heasrsgt for August 28, 2012. As a result of theeggnent, as previously reported, we have
recorded a $5.0 million charge in the first quace2012 which is included in general and admiaisfie expenses in our condensed
consolidated statements of income and compreheirgioene.

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

(7) Related Party Transactions

The Longview, Texas restaurant, which was acquiseds in connection with the completion of ouriadipublic offering, leases the land
and restaurant building from an entity controllgdSieven L. Ortiz, our Chief Operating Officer. Tlease term is 15 years and will terminate
in November 2014. The lease can be renewed foatlditional terms of five years each. Rent is apipnaxely $19,000 per month. The lease
can be terminated if the tenant fails to pay thet om a timely basis, fails to maintain the inswespecified in the lease, fails to maintain the
building or property or becomes insolvent. Totaltneayments were approximately $56,000 for eadh®fl3 week periods ending June 26,
2012 and June 28, 2011. For each of the 26 wedddseended June 26, 2012 and June 28, 2011, agnignts were $0.1 million.

The Bossier City, Louisiana restaurant, of whicevéh L. Ortiz beneficially owns 66.0% and we owd%, leases the land and building
from an entity owned by Mr. Ortiz. The lease tésm5 years and will terminate on March 31, 20R&nt is approximately $16,600 per month
and escalates 10% each five year period duringetine. The next rent escalation is in the secoradtquof 2015. The lease can be terminated
if the tenant fails to pay rent on a timely bafdls to maintain insurance, abandons the propmrtyecomes insolvent. Total rent payments
were approximately $50,000 for each of the 13 wesskods ended June 26, 2012 and June 28, 2011eakbrof the 26 week periods ended
June 26, 2012 and June 28, 2011, rent payments®@etamillion.
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We have 15 franchise and license restaurants ovimedhole or part, by certain of our officers, diters or 5% shareholders as of June
2012 and June 28, 2011. These entities paid usfeggproximately $0.6 million during both of th8 Wveek periods ended June 26, 2012 and
June 28, 2011. For the 26 week periods endedZ&y2012 and June 28, 2011, these entities paiglessof $1.3 million and $1.1 million,
respectively. As disclosed in note 6, we are caygitly liable on leases which are related to tlofabese restaurants.

(8) Earnings Per Share

The share and net income per share data for atigsepresented are based on the historical weigdtetage shares outstanding. The
diluted earnings per share calculations show tfecebf the weighted-average stock options, RSUkrastricted stock awards outstanding
from our equity incentive plan as discussed in 2ote

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

13 Weeks Ended 26 Weeks Ended
June 26, 2012 June 28, 2011 June 26, 2012 June 28, 2011
Options 291,90: 309,28: 295,73 309,89:
Nonvested stoc 16,33: — 11,64« 72
Total 308,23! 309,28: 307,38 309,96:

The following table sets forth the calculation afighted-average shares outstanding (in thousasd®keaented in the accompanying
condensed consolidated statements of income angretensive income:

13 Weeks Ended 26 Weeks Ended
June 26, 2017 June 28, 201! June 26, 201Z June 28, 201!

Net income attributable to Tex

Roadhouse, Inc. and subsidiat $ 20,31 $ 16,07¢ $ 39,17¢ $ 35,86¢
Basic EPS
Weightec-average common shar

outstanding 70,12¢ 71,261 69,76! 71,65¢
Basic EP< $ 0.2¢ $ 0.2 $ 0.5¢ $ 0.5C
Diluted EPS:
Weighted-average common shares

outstanding 70,12¢ 71,26 69,76: 71,65¢
Dilutive effect of stock options and

restricted stocl 1,45¢ 1,53( 1,48¢ 1,60z
Share— diluted 71,58 72,79 71,247 73,25¢
Diluted EPS $ 0.2¢ $ 02z $ 05t $ 0.4¢

(9) Fair Value Measurement

ASC 820,Fair Value Measurements and Disclosu(&sSC 820"), establishes a framework for measuffaig value and expands
disclosures about fair value measurements. ASGe8dblishes a three-level hierarchy, which reguare entity to maximize the use of
observable inputs and minimize the use of unob&éiaputs in measuring fair value. The valuatiderarchy is based upon the transparency
of inputs to the valuation of an asset or liabibity the measurement date.

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

There were no transfers among levels within thevaliue hierarchy during the 13 and 26 week pererdied June 26, 2012.
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The following table presents the fair values for fimancial assets and liabilities measured orcanéng basis:

Fair Value Measurements

Level June 26, 2012 December 27, 2011
Interest rate sway 2 $ (4,429) $ (4,24%)
Deferred compensation pli- asset: 1 7,74% 6,74¢
Deferred compensation plan - liabilities 1 (7,730 (6,719
Total $ (4,415 $ (4,217

The fair value of our interest rate swaps wererdateed based on the present value of expectedefuash flows considering the risks
involved, including nonperformance risk, and usitigcount rates appropriate for the duration. Seee #dor discussion of our interest rate
swaps.

The Second Amended and Restated Deferred Compam$dén of Texas Roadhouse Management Corp., asdeae(the “Deferred
Compensation Plan”) is a nonqualified deferred censation plan which allows highly compensated eyg#s to defer receipt of a portion of
their compensation and contribute such amountsi¢ooo more investment funds held in a rabbi tAd&.report the accounts of the rabbi trust
in our condensed consolidated financial statemdihtsse investments are considered trading secuatid are reported at fair value based on
third-party broker statements. The realized amgalized holding gains and losses related to thegstments, as well as the offsetting
compensation expense, are recorded in generalcamihigtrative expense in the condensed consolidsttgdments of income and
comprehensive income.

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

Fair Value Measurements

Level June 26, 2012 December 27, 2011
Long-lived assets held for sa 2 $ 1,39¢ $ 1,39¢
Long-lived assets held for ut 2 96¢ 1,017
Goodwill 3 992 992
Total $ 3,35¢ § 3,407

Long-lived assets held for sale include land arittlimg and are valued using Level 2 inputs, prityaan independent third party
appraisal. These assets are included in Propedyquipment in our condensed consolidated balsimeets as we do not expect to sell these
assets in the next 12 months. Costs to markebeagdll the assets are factored into the estimadtésr value.

Long-lived assets held for use include buildingjipment and furniture and fixtures and are valugidgiLevel 2 inputs, primarily
independent third party appraisals. These asseiscuded in Property and equipment in our cosedrconsolidated balance sheets.

Goodwill in the table above relates to two previgusiderperforming restaurants in which the camy#alue of the associated goodwill
was reduced to fair value, based on their histbresults and anticipated future trends of operegio

At June 26, 2012 and December 27, 2011, the fairevaf cash and cash equivalents, accounts redeiealol accounts payable
approximated their carrying value based on thetdlkom nature of these instruments. The fair valueur longterm debt is estimated based
the current rates offered to us for instrumentsimifilar terms and maturities. The carrying amowamts related estimated fair values for our «
are as follows:

June 26, 2012 December 27, 2011
Carrying Carrying
Amount Fair Value Amount Fair Value
Installment loan- Level 2 $ 157¢ $ 1,89¢ $ 1,67¢ $ 2,04¢
Revolver— Level 1 50,00( 50,00( 60,00( 60,00(
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(10) Stock Repurchase Program

On February 16, 2012, our Board of Directors appdoa stock repurchase program under which it aizéwbus to repurchase up to $10
million of our common stock. Historically, repuasdes under our stock repurchase program are mamsgthopen market transactions. The
timing and the amount of any repurchases will berdeined by management under parameters establishedr Board of Directors, based on
its evaluation of our stock price, market condii@nd other corporate considerations.

We did not repurchase any shares of our commokk staming the 13 and 26 week periods ended Jun2@, or the 13 weeks ended June
28, 2011 through this authorized stock repurchasgram. For the 26 weeks ended June 28, 2011 awdegpproximately $25.3 million to

repurchase 1,500,000 shares of our common stoakr @npreviously approved program. These shares reéred in the second quarter of
2011.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS
CAUTIONARY STATEMENT

This report contains forward-looking statementsdzhen our current expectations, estimates and ptigjes about our industry,
management’s beliefs, and certain assumptions rogdes. Words such as “anticipates,” “expects,” tends,” “plans,” “believes,” “seeks,”
“estimates,” “may,” “will” and variations of thesewords or similar expressions are intended to idgrfirward-looking statements. In
addition, any statements that refer to expectatipngjections or other characterizations of futureents or circumstances, including any
underlying assumptions, are forward-looking statetee Such statements are not guarantees of fpenfermance and are subject to certain
risks, uncertainties and assumptions that arediffito predict. Therefore, our actual results wbdiffer materially and adversely from those
expressed in any forward-looking statements asalref various factors. The section entitled REactors” in our Annual Report on Form
10-K for the year ended December 27, 2011, andiirother Securities and Exchange Commission (“SHlif)gs, discusses some of the
important risk factors that may affect our businessults of operations, or financial conditionod'should carefully consider those risks, in
addition to the other information in this reporfydiin our other filings with the SEC, before deeglto invest in our company or to maintain or
increase your investment. We undertake no obbgéab revise or update publicly any forward-lookistgtements for any reason. The
information contained in this Form 10-Q is not angalete description of our business or the risk®eaisded with an investment in our common
stock. We urge you to carefully review and condide various disclosures made by us in this repod in our other reports filed with the S
that discuss our business in greater detail andsalinterested parties of certain risks, uncert@istand other factors that may affect our
business, results of operations or financial coiodit

OVERVIEW

Texas Roadhouse is a growing, moderately pricdldséuvice restaurant chain. Our founder, chairraad chief executive officer, W. Kent
Taylor, started the business in 1993 with the apgeiof the first Texas Roadhouse in Clarksvillejama. Since then, we have grown to 381
restaurants in 47 states. In addition, we openedist international franchise-owned Texas Roadigin Dubai, UAE in 2011. Our mission
statement is “Legendary Food, Legendary Servic&€Rif operating strategy is designed to position edaur restaurants as the local
hometown destination for a broad segment of conssiseeking high quality, affordable meals servetth fiendly, attentive service. As of
June 26, 2012, our 381 restaurants included:

» 309 “company restaurants,” of which 296 were lhowned and 13 were majority-owned. The resafteperations of company
restaurants are included in our condensed consetiddatements of income and comprehensive incoheeportion of income attributable to
minority interests in company restaurants thanatewvholly-owned is reflected in the line item ¢etll “Net income attributable to
noncontrolling interests” in our condensed consdkd statements of income and comprehensive income.

« 72 “franchise restaurants,” of which 69 werenffaise restaurants and 3 were license restaul&iethiave a 5.0% to 10.0% ownership
interest in 22 franchise restaurants. The incoareveld from our minority interests in these frarsghiestaurants is reported in the line item
entitled “Equity income from investments in uncolidated affiliates” in our condensed consolidat&tesments of income and comprehensive
income. Additionally, we provide various managemnmszwices to these franchise restaurants, as wskeen additional franchise restauran
which we have no ownership interest.

We have contractual arrangements which grant uggheto acquire at prdetermined valuation formulas (i) the remainingigginterest:
in 11 of the 13 majority-owned company restauraams (i) 65 of the franchise restaurants.

Presentation of Financial and Operating Data

Throughout this report, the 13 weeks ended Jun@@B2 and June 28, 2011 are referred to as Q2 20d 22 2011, respectively, and the
26 weeks ended June 26, 2012 and June 28, 20téfaned to as 2012 YTD and 2011 YTD.

Long-term Strategies to Grow Earnings Per Share andcreate Shareholder Value

Our long-term strategies with respect to increasiegincome and earnings per share, along withtinogeahareholder value, include the
following:

Expanding Our Restaurant Basé\Ve will continue to evaluate opportunities to diep Texas Roadhouse restaurants in existing and ne
domestic and international markets. Domestically will remain focused primarily on mid-sized maskathere we believe a significant
demand for our restaurants exists because of piguuisize, income levels, the presence of shopaimyentertainment centers and a signifir
employment base. Our ability to expand our restatupase is influenced by many factors beyond ootrol and therefore we may not be able
to achieve our anticipated growth.
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Our average capital investment for Texas Roadhmstaurants opened during 2011, including pre-oeekpenses, was $3.8 million.
This average includes 10 times the annual baseareatnt for restaurants where we do not own the. |Alle anticipate that our 2012
development costs will be fairly consistent withr 011 costs. We continue to focus on drivingsaled managing restaurant development
costs in order to further increase our restauramelbpment in the future.

We may, at our discretion, add franchise restagraldmestically and/or internationally, primariljtkvfranchisees who have demonstrated
prior success with the Texas Roadhouse or otheauest concepts and in markets in which the fres@ehdemonstrates superior knowledge of
the demographics and restaurant operating condititm conjunction with this strategy, we signed ficst international franchise agreement in
April 2010 for the development of Texas Roadhoestaurants in eight countries in the Middle Eagtrdkie next 10 years, the first of which
opened in August 2011. Additionally, in 2010, weezed into a joint venture agreement with a cadirmhg restaurant operator in China for
the minority ownership in three non-Texas Roadhwoastaurants, two of which were open as of thed#@2 2012. We may also look to
acquire franchise restaurants under terms favotahls and our stockholders. Additionally, fromméi to time, we may evaluate potential
mergers, acquisitions, joint ventures or othertsgia initiatives to acquire or develop additionahcepts. Of the 309 restaurants we ownec
operated at June 26, 2012, 306 operated as TexathBose restaurants, while three operated underathe of Aspen Creek. We have ope
15 restaurants in 2012 YTD and we currently plaogen approximately 25 restaurants in 2012, alvlith will be company-owned Texas
Roadhouse restaurants. In addition, we anticipatexisting franchise partners will open 2 to ¥d@®Roadhouse restaurants in 2012.

Maintaining and/or Improving Restaurant Level Ptalfiility. We plan to maintain, or possibly increase, rastatuevel profitability
through a combination of increased comparable uestd sales and operating cost management. In @2, 2Qr average unit volumes and
comparable restaurant sales increased 4.1% and #eSpectively, for Texas Roadhouse restauramt2012 YTD, our average unit volumes
and comparable restaurant sales increased 4.9%.3%d respectively. The growth in these measugsprimarily due to a combination of
menu price increases taken throughout 2011 and @@1® with higher guest traffic counts. In arpefto partially offset inflationary
pressures, we increased menu prices approximady i early 2012 and 2.5% to 3.0% during 2011géneral, we continue to balance the
impacts of inflationary pressures with our valusifioning as we remain focused on the long-terntass of Texas Roadhouse. This may
create a challenge in terms of maintaining andiorgasing restaurant margins, as a percentagéesf gaany given year, depending on the
level of inflation we experience. However, in diifi to restaurant margin, as a percentage of sakeslso focus on restaurant margin growth
per store week as a measure of restaurant levidgtitity. In terms of driving higher guest traffcounts, we remain focused on encouraging
repeat visits by our guests through our continue@droitment to operational standards relating toquality of food and service. We also
continue to drive various localized marketing peogs in order to attract new guests and increasiafjgency of visits of our existing guests.

Leveraging Our Scalable InfrastructureTo support our growth, we continue to make inwestts in our infrastructure. Over the past
several years, we have made significant investnierdar infrastructure, including information sysie, real estate, human resources, legal,
marketing and operations. Our goal is to have gdr@erd administrative costs increase at a slow@wtr rate than our revenue. Whether we
are able to continue leveraging our infrastructvittdepend, in part, on our new restaurant opesiaigd our comparable restaurant sales
growth rate going forward. In 2012, we anticipate general and administrative costs will increaise faster growth rate than our revenue as &
result of a legal settlement charge of $5.0 milliecorded in the first quarter of 2012.

Returning Capital to Shareholder§Ve continue to evaluate opportunities to retunpite&to our shareholders through the payment of
dividends and/or repurchases of common stock. taféesl paying dividends in 2011. During 2011, welaed dividends of $22.5 million, or
$0.32 per share of common stock ($0.08 per sharguzeter). On May 17, 2012, our Board of Direstauthorized the payment of a cash
dividend of $0.09 per share of common stock. Plaigment of $6.3 million was distributed on June2®1.2, to shareholders of record at the
close of business on June 13, 2012. The declaratid payment of cash dividends on our common stoakthe discretion of our Board of
Directors, and any decision to declare a divideiltdbe based on a number of factors, including, mitlimited to, earnings, financial
condition, applicable covenants under our credillifg and other contractual restrictions, or otfeestors deemed relevant. During 2012 YTD,
we declared dividends of $12.6 million, or $0.18 gleare of common stock ($0.09 per share per gqyarte

On February 16, 2012, our Board of Directors appdoa stock repurchase program under which we nmycbase up to $100.0 million
our common stock. Any repurchases will be madeuifyh open market transactions. As of June 26, ,201@0.0 million remains authorized
for repurchase. Since 2008, we have paid $116lbmio repurchase 10.5 million shares of our camnrstock at an average price per share of
$11.08 through our authorized stock repurchaserprosg;
Key Measures We Use to Evaluate Our Company
Key measures we use to evaluate and assess onessigiclude the following:

Number of Restaurant Opening®Number of restaurant openings reflects the nurobegstaurants opened during a particular fiseaiogl.
For company restaurant openings we incur pre-ogesosts, which are defined below, before the reatdwopens. Typically new restaurants
open with an initial start-up period of higher theormalized sales volumes, which decrease to dytea
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level approximately three to six months after opgnHowever, although sales volumes are generallyeh, so are initial costs, resulting in
restaurant operating margins that are generallgtalring the start-up period of operation andéase to a steady level approximately three to
six months after opening.

Comparable Restaurant Sales Growtbomparable restaurant sales growth reflects thegehan year-over-year sales for the company
restaurants in the comparable restaurant base efifeedhe comparable restaurant base to includsethestaurants open for a full 18 months
before the beginning of the current interim pemadluding restaurants closed during the period. gamable restaurant sales growth can be
impacted by changes in guest traffic counts ortignges in the per person average check amount. pfaeuichanges and the mix of menu
items sold can affect the per person average cackint.

Average Unit Volume.Average unit volume represents the average amastdurant sales for company-owned Texas Roadhouse
restaurants open for a full six months before thgitming of the period measured. Average unit va@lexcludes sales on restaurants closed
during the period. Growth in average unit volurimesxcess of comparable restaurant sales grovgéarisrally an indication that newer
restaurants are operating with sales levels inssxoéthe company average. Conversely, growth émege unit volumes less than growth in
comparable restaurant sales growth is generallgdioation that newer restaurants are operating sates levels lower than the company
average.

Store Weeks.Store weeks represent the number of weeks thiatasapany restaurants were open during the regpp@miod.

Restaurant MarginsRestaurant margins represent restaurant saleelgssirant operating costs. Restaurant margires pascentage of
restaurant sales, may fluctuate based on change®rage unit volumes, inflationary pressures, codity costs and wage rates. We also
focus on restaurant margin growth per store weekragasure of restaurant level profitability gsrdvides additional insight on operating
performance.

Other Key Definitions

Restaurant Sales.Restaurant sales include gross food and beveidge, net of promotions and discounts, for all gany-owned
restaurants. Sales taxes collected from custoamgtsemitted to governmental authorities are acisalifor on a net basis and therefore are
excluded from restaurant sales in the condensesbtidated statements of income and comprehensoeria.

Franchise Royalties and FeeDomestic franchisees typically pay a $40,000ahftanchise fee for each new restaurant. Intaidiat
each renewal period, we receive a fee equal tgrtsater of 30% of the then-current initial franehise or $10,000 to $15,000. Franchise
royalties consist of royalties in an amount up @4 of gross sales, as defined in our franchiseeagent, paid to us by our domestic
franchisees.

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

Restaurant Labor ExpenseRRestaurant labor expenses include all directigidect labor costs incurred in operations exdepprofit
sharing incentive compensation expenses earnedrxestaurant managers. These profit sharing exgem® reflected in restaurant other
operating expenses. Restaurant labor expensemelsde share-based compensation expense retatedtaurant-level employees.

Restaurant Rent Expensdrestaurant rent expense includes all rent adsolcieith the leasing of real estate and includes bpercentage
and straight-line rent expense.

Restaurant Other Operating ExpenseRestaurant other operating expenses consist oftedr restaurant-level operating costs, the major
components of which are utilities, supplies, adsergy, repair and maintenance, property taxes,tccadd fees and general liability insurance.
Profit sharing allocations to managing partners madket partners are also included in restaurd@raiperating expenses.

Pre-opening ExpensesPreopening expenses, which are charged to operat®mearred, consist of expenses incurred beforepeaing
of a new restaurant and are comprised principdlypening team and training salaries, travel expgnent, food, beverage and other initial
supplies and expenses.

Depreciation and Amortization ExpenseBepreciation and amortization expenses (“D&A’}lirdes the depreciation of fixed assets and
amortization of intangibles with definite lives.

Impairment and closure costémpairment and closure costs include any impairnoéiiing-lived assets, including goodwill, assoedht
with restaurants where the carrying amount of 8setis not recoverable and exceeds the fair \adltlee asset and expenses associated with
the closure of a restaurant. Closure costs atdade any gains or losses associated with thea$a@eclosed restaurant and/or assets held for
sale.

General and Administrative Expense&eneral and administrative expenses (“G&A”) asmprised of expenses associated with
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corporate and administrative functions that supgevielopment and restaurant operations and pravidefrastructure to support future
growth. Supervision and accounting fees receivenh fcertain franchise restaurants and licenseurmstés are offset against G&A. G&A also
includes share-based compensation expense retage@tutive officers, support center employeesamed managers, including market
partners.

Interest Expense, Netlnterest expense includes the cost of our deligations including the amortization of loan feesjuced by interest
income and capitalized interest. Interest incontduides earnings on cash and cash equivalents.

Equity Income from Unconsolidated Affiliateg\s of June 26, 2012 and June 28, 2011, we owrte@% to 10.0% equity interest in 22 :
21 franchise restaurants, respectively. Additipnals of June 26, 2012, we owned a 40% equityéstdan two non-Texas Roadhouse
restaurants as part of a joint venture agreemehtavtasual dining restaurant operator in Chinguitlf income from unconsolidated affiliates
represents our percentage share of net incomecehynthese unconsolidated affiliates.

Net Income Attributable to Noncontrolling InterestBlet income attributable to noncontrolling intésaepresents the portion of income
attributable to the other owners of the majorityr@d or controlled restaurants. Our consolidatédigiaries at June 26, 2012 and June 28,
2011 included 13 and 11 majority-owned restauraetqectively, all of which were open.

Managing Partners and Market Partnerdvianaging partners are single unit operators waelprimary responsibility for the day-to-day
operations of the entire restaurant and are rediglerfer maintaining the standards of quality amdfprmance we establish. Market partners,
generally, have supervisory responsibilities fotad0 to 13 restaurants. In addition to supemgishe operations of our restaurants, they are
also responsible for the hiring and developmerdauth restaurant’s management team and assist metheestaurant site selection process.
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Results of Operations

13 Weeks Ended 26 Weeks Ended
June 26, 2012 June 28, 2011 June 26, 2012 June 28, 2011
($ in thousands) $ % $ % $ % $ %
Revenue
Restaurant sale 317,54¢ 99.1 277,08¢ 99.1 639,55¢ 99.1 558,40¢ 99.1
Franchise royalties and fe 2,72¢ 0.9 2,48¢ 0.8 5,58¢ 0.9 4,94¢ 0.S
Total revenu 320,27! 100.( 279,57. 100.( 645,14« 100.( 563,35 100.(
Costs and expense
(As a percentage of restaurant sal
Restaurant operating cos
Cost of sale: 106,86( 33.7 92,26¢ 33.8 216,51! 33.€ 185,80° 33.8
Labor 93,23¢ 29.4 82,91: 29.¢ 186,58: 29.2 165,63: 29.7
Rent 6,37¢ 2.C 5,70C 2.1 12,63 2.C 11,35% 2.C
Other operating 50,55¢ 15.¢ 45,93¢ 16.€ 101,78 15.¢ 91,21¢ 16.2
(As a percentage of total revent
Pre-opening 2,78( 0.9 2,19¢ 0.8 6,36¢ 1.C 4,08¢ 0.7
Depreciation and amortizatic 11,54¢ 3.6 10,55 3.8 22,89: 3.5 21,15: 3.8
Impairment and closul 20 NM 20 NM 39 NM 46 NM
General and administratiy 17,65: 5.5 16,23¢ 5.8 37,68¢ 5.8 30,10( 5.3
Total costs and expens 289,02¢ 90.z 255,82 91.t 584,49! 90.€ 509,40( 90.4
Income from operation 31,247 9.8 23,74¢ 8.5 60,64¢ 9.4 53,951 9.€
Interest expense, n 56¢ 0.2 542 0.2 1,172 0.2 1,10 0.2
Equity income from investments in
unconsolidated affiliate (121) NM (97) NM (162) NM (200) NM
Income before taxe 30,80( 9.6 23,30: 8.3 59,63¢ 9.2 53,05( 9.4
Provision for income taxe 9,952 3.1 6,60¢ 2.3 19,03’ 3.C 15,87¢ 2.8
Net income including noncontrollir
interests 20,84¢ 6.5 16,69¢ 6.C 40,60 6.3 37,17¢ 6.€
Net income attributable 1
noncontrolling interest 53¢ 0.2 628 0.2 1,427 0.2 1,30¢ 0.2
Net income attributable to Tex
RoadhOUSE, Inc. and subsidiar 20,31( 6.3 16,07( 5.8 39,17S 6.1 35,86S 6.4

NM — Not meaningful
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Reconciliation of GAAP and Non-GAAP Information
(in thousands, except per share data)

In addition to the results provided in accordand®W.S. Generally Accepted Accounting PrincipléSAAP”) throughout this document, the
Company has provided non-GAAP measurements whieseptt operating results on a basis before the ingbacsettlement of a legal matter.
This item is described in further detail throughtius document.

The Company used earnings before the impact detia settlement as a key performance measuresoltseof operations for purposes of
evaluating performance internally. This nGAAP measurement is not intended to replace theepttation of our financial results in accorde
with GAAP. Rather, the Company believes that thresentation of results before the impact of thellegdlement provides additional
information to facilitate the comparison of pastl gmesent operations, excluding items that the Gomploes not believe are indicative of our
ongoing operations in the 26 weeks ended June®@&,.2

26 weeks ended

June 26, 2012 June 28, 2011
$ $

Net income attributable to Texas Roadhouse, Ind.sabsidiaries
excluding settlement chari 42,24: 35,86¢
Amount reserve for settlement of a legal matter,ofi¢ax (1) (3,067) —
Net income attributable to Texas Roadhouse, Ind.sasidiarie: 39,17¢ 35,86¢
Weighted average diluted shares outstan 71,24% 73,25¢
Diluted earnings per share, excluding settlemeatgs 0.5¢ 0.4¢
Impact of settlement charge on diluted earningsshare (0.04) —
0.5t 0.4¢

(1) Amount reserved in the first quarter of 2012 far fettlement of a legal matter was $5.0 milliorobethe statutory
income tax rate. The settlement is included inegalradministrative costs in our condensed conatditi statements of
income and comprehensive income.

Restaurant Unit Activity

Company Franchise Total
Balance at December 27, 2011 294 72 36¢€
Openings— Texas Roadhous 15 — 15
Openings— Aspen Creel — — —
Acquisitions (Dispositions — — —
Closures — — —
Balance at June 26, 20 30¢ 72 381
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Q2 2012 (13 weeks) Compared to Q2 2011 (13 weeksil 2012 YTD (26 weeks) Compared to 2011YTD (26 wesk

Restaurant Sales Restaurant sales increased by 14.6% in Q2 20t8rapared to Q2 2011 and 14.5% in 2012 YTD comparé&d11
YTD. These increases were primarily attributabléhie opening of new restaurants and an increaaesirage unit volumes, primarily
comparable restaurant sales.

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

Q2 2012 Q2 2011 2012 YTD 2011 YTD

Increase in store wee 9.8% 5.1% 8.9% 4.8%
Increase in average unit volurr 4.1% 4.€% 4.9% 4.8%
Other (1) 0.7% (0.1)% 0.7% (0.1)%

Total increase in restaurant sa 14.€% 9.€% 14.5% 9.5%
Store week: 3,96: 3,607 7,81 7,17¢
Comparable restaurant sales gro 4.5% 4.4% 5.3% 4.5%
Texas Roadhouse restaurants o

Comparable restaurant sales gro 4.5% 4.4% 5.2% 4.€%

Average unit volume (in thousanc $ 1,03¢ $ 997 $ 2,118 $ 2,01¢

(1) Includes the impact of the year-over-year changelas volume of all Aspen Creek restaurants, aldtigTexas Roadhouse
restaurants open less than six months before tiertiag of the period measured and, if applicatile,impact of restaurants closed
during the period.

The increases in store weeks for the periods ptederbove are attributable to the opening of nestatgants. Company restaurant count
activity is shown in the restaurant unit activigple above.

The increase in average unit volumes for Q2 20122412 YTD was primarily driven by positive compalerestaurant sales, partially
offset by lower year-over-year sales for the 16a@snts included in our average unit volumes kalueled from comparable restaurant sales.
These restaurants were open during the fourth guaft2010 through the third quarter of 2011. Camaple restaurants sales of 4.5% in Q2
2012 and 5.3% in 2012 YTD were primarily due tararease of 3.9% in our per person average chedbdih periods, along with an increase
in guest traffic counts. The menu price increagedave taken in the first quarter of 2012 anduglmut fiscal 2011 are driving the increas
our per person average check. We increased mawesn the first quarter of 2012 approximately?2.2In 2011, we increased menu prices
approximately 2.5% to 3.0% with just over 1% durthg first quarter of the year and the remainingrduthe third and fourth quarters of the
year. These menu price increases were takenesul of inflationary pressures, primarily commaatit

The increase in average unit volumes for Q2 20412811 YTD was primarily driven by positive compalerestaurant sales, along with
higher year-over-year sales for the 11 restauianksded in our average unit volumes but excludethfcomparable restaurant sales. These
restaurants were open during the fourth quart@06® through the third quarter of 2010. Comparaidtaurant sales of 4.4% in Q2 2011 and
4.5% in 2011 YTD were primarily due to increasesim guest traffic counts of 3.1% in Q2 2011 ard@in 2011 YTD, along with an
increase in our per person average check drivendnu price increases taken in the first quart@0dfl as previously discussed.

In 2012, we plan to open approximately 25 compasyaurants, 15 of which opened in 2012 YTD. WesHaagun construction for all the
remaining restaurants.

Franchise Royalties and Feedzranchise royalties and fees increased by $0lBbmior by 9.9%, in Q2 2012 from Q2 2011 and e&sed
by $0.6 million, or by 12.9% in 2012 YTD from 20¥TD. These increases were primarily attributablar increase in average unit volumes
and increasing royalty rates in conjunction wit tenewal of certain franchise agreements.

Restaurant Cost of SalesRestaurant cost of sales, as a percentage afirast sales, increased to 33.7% in Q2 2012 froi3983n Q2
2011 and increased to 33.9% in 2012 YTD from 33i8%011 YTD. These increases were primarily atidible to commodity inflation of
approximately 7.0% for both the quarter and yeataie, partially offset by the impact of menu prggiactions in 2012 and 2011 and the benefit
of favorable mix shift. Inflation was driven bydfier food costs on items such as pork and bedfalhaoffset by lower costs for certain
produce items, specifically potatoes, tomatoeslattdce. The benefit of favorable mix shift wagarily driven by the addition of pictures to
the menu which has resulted in higher sales foitémes shown. These items have a
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slightly lower food cost, as a percentage of sdlem) other items within the same category.

For the remainder of 2012, we have fixed price @uot$ for approximately 70% of our overall food tspéncluding approximately 90% of
our beef, with the remainder subject to fluctuatingrket prices. We expect commodity cost inflab@pproximately 7.0% for full year 201

Restaurant Labor ExpenseRRestaurant labor expenses, as a percentageatafirast sales, decreased to 29.4% in Q2 2012 caupar
29.9% in Q2 2011 and decreased to 29.2% 2012 YdlD £9.7% in 2011 YTD. These decreases were pilyrdniven by an increase in
average unit volumes, partially offset by laboffilvéencies associated with recently opened restiatisrand higher average wage rates. The
timing of restaurant openings in 2011 and 2012 Y@dto an increase in labor inefficiencies, as@g@etage of restaurant sales, in Q2 2012
and 2012 YTD. Typically, restaurants open withirdtial start-up period of higher than normalizedes volumes and higher than normalized
labor costs, as a percentage of restaurant sales.

We anticipate our labor costs will be pressureduhout 2012 by inflation due to state-mandatedeim®es in minimum and tip wage
rates. For full year 2012, we do expect thesesises in costs will be offset by menu pricing atitaken in the first quarter of 2012, along
with guest traffic growth.

Restaurant Rent ExpensdRestaurant rent expense, as a percentage afir@staales, decreased to 2.0% in Q2 2012 compauzd % in
Q2 2011 and remained unchanged in 2012 YTD at 2.0B& benefit from an increase in average unitwas was offset by the impact of
leasing more land and buildings than we have irptst.

Restaurant Other Operating ExpenseRestaurant other operating expenses, as a pereenitagstaurant sales, decreased to 15.9% in Q2
2012 from 16.6% in Q2 2011 and decreased to 1502012 YTD from 16.3% in 2011 YTD. These decreasese primarily attributable to i
increase in average unit volumes and lower utilagts and credit card fees, partially offset byhkigmanaging partner and market partner
bonus expense. Utility costs were lower primadilie to lower electricity and natural gas pricasaddition, we continue to experience lower
credit card fees due to regulatory changes relategbit card interchange fees that took effe€@datober 2011. Managing partner and market
partner bonuses were higher as a result of beteab profitability in 2012 YTD versus 2011 YTD.

Restaurant Pre-opening ExpenseBre-opening expenses increased to $2.8 millidp2r2012 from $2.2 million in Q2 2011 and increased
to $6.4 million in 2012 YTD from $4.1 million in 24 YTD. These increases were primarily attributabl opening more restaurants in 2012
than during the same period in 2011 combined wét¥ifg more restaurants in the development pip@firg012. We opened seven restaurants
in Q2 2012 compared to 3 restaurants in Q2 201loapded 15 restaurants during the first half of2€dmpared with five restaurants during
the first half of 2011. We plan to open 25 compeestaurants in 2012 compared to 20 company restelin 2011. Pre-opening costs will
fluctuate from period to period based on the nunamef timing of restaurant openings and the numbeitiming of restaurant managers hired.
Based on our increased restaurant development, plenexpect pre-opening expenses to be higheri.20

Depreciation and Amortization Expense (‘D&A”")D&A, as a percentage of total revenue, decreas8bid in Q2 2012 from 3.8% in C
2011 and decreased to 3.5% in 2012 YTD from 3.820ihl YTD. Along with an increase in average wnitimes, this decrease was prime
due to lower depreciation expense, as a perceofageenue, on older restaurants as depreciatiparese on short-lived assets, such as
equipment, is falling off. This decrease was pdytioffset by higher depreciation, as a percent#fgevenue, at new restaurants.

General and Administrative Expenses (“G&A”)G&A, as a percentage of total revenue, decreasbdbib in Q2 2012 from 5.8% in Q2
2011 and increased to 5.8% in 2012 YTD from 5.3%0fh1 YTD. The decrease in Q2 2012 was primatthybaitable to an increase in
average unit volumes and lower costs related taoaoual managing partner conference. This decrgasepartially offset by higher
performance-based bonus expense of $0.7 millianrasult of below plan profitability in 2011 YTD @igher share-based compensation
costs. In Q2 2012 and 2012 YTD we incurred cosg&lds million and $1.9 million, respectively, redd to our annual managing partner
conference compared to $2.8 million and $3.1 miliio Q2 2011 and 2011 YTD, respectively.

The increase in 2012 YTD G&A was primarily attribbte to a one-time, pre-tax charge of $5.0 mil(i$8.1 million after-tax) recorded in
the first quarter of 2011 related to the settlenoéra previously disclosed legal matter. This dgeanad a $0.04 impact on diluted earnings per
share in 2012 YTD. This increase was offset bjnarease in average unit volumes, lower share-besegbensation costs and lower costs
related to our annual managing partner conferem¢€g2i 2012 as discussed above. Share-based cortiparszsts were higher in the first
quarter of 2011 due to a one-time charge of $0lbomirelated to restricted stock units grante@@1.0.

We expect share-based compensation costs to bexapptely $1.8 million higher in 2012 compared @2 primarily driven by a higher
stock price associated with a grant of restrictedlsunits on January 7, 2012 in conjunction witl éxecution of certain executive
employment contracts at the beginning of 2012. r@l;eén 2012, we expect total G&A costs, excludihg legal settlement charge, to increase
at a slower growth rate than our revenue.

Interest Expense, Netlnterest expense remained relatively flat at $0ilon in Q2 2012 compared to Q2 2011 and inceelas
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slightly to $1.2 million in 2012 YTD from $1.1 mitin in 2011 YTD. The increase in expense attriblatdao higher interest rates was offset by
an increase in capitalized interest.

Income Tax Expens®©ur effective tax rate increased to 32.9% in Q22f6dm 29.1% in Q2 2011 and increased to 32.7%0122YTD
from 30.7% in 2011 YTD. The increase in Q2 2012 wdamarily attributable to the loss of the HIREt®#ion tax credit, lower FICA tip and
Worker Opportunity tax credits (“WOTC”) as a pertage of pre-tax income, and higher non-deductiffieas’s compensation. The increase
in 2012 YTD was primarily attributable to the lasfisthe HIRE Retention tax credit, higher non-dethletofficer's compensation and lower
WOTC as a percentage of pre-tax income, partidfget by higher FICA tip credits.

The HIRE Retention tax credit was a 2011 fedepaktadit enacted to encourage the retention of lniegs for 52 weeks and ended after
2011.

We expect the tax rate to increase to 32.5% ta?83d fiscal 2012 due to lower federal tax creditsl an expected increase in non-
deductible officer's compensation.

Liquidity and Capital Resources

The following table presents a summary of our @shorovided by (used in) operating, investing famehcing activities:

26 Weeks Endec

June 26, 2012 June 28, 2011
Net cash provided by operating activit $ 60,251 $ 56,35!
Net cash used in investing activiti (42,44)) (29,019
Net cash used in financing activiti (14,316 (30,179
Net increase (decrease) in cash and cash equis $ 349 $ (2,839

Net cash provided by operating activities was $&0ilBon in 2012 YTD compared to $56.4 million if®21 YTD. This increase was
primarily due to an increase in net income drivgralzontinued growth in overall sales combined itfher restaurant level profitability. The
continued opening of new restaurants and an inereasomparable restaurant sales drove our sateglgr

Our operations have not required significant wogkiapital and we have been able to operate witathegworking capital in the past.
Sales are primarily for cash, and restaurant operatio not require significant inventories or iigables. In addition, we receive trade credit
for the purchase of food, beverages and supplieseby reducing the need for incremental workingjtahto support growth.

Net cash used in investing activities was $42.4ionilin 2012 YTD compared to $29.0 million in 20YID. This increase was primarily
due to spending on capital expenditures as a rekaibre restaurant openings and increased spewditige refurbishment of existing
restaurants such as remodeling, room additiono#ret general maintenance. We plan to open appairly 25 restaurants in 2012 as
compared to 20 restaurants in 2011. We have opEneestaurants in 2012 YTD compared to five rastats in 2011 YTD.

We require capital principally for the developmehhew company restaurants and the refurbishmeexisfing restaurants. We either
lease our restaurant site locations under opersages for periods of five to 30 years (includiagewal periods) or purchase the land where it
is cost effective. As of June 26, 2012, 123 of308 company restaurants had been developed omfaicti we own.

The following table presents a summary of capixgplemditures related to the development of new ueatds, the refurbishment of existing
restaurants and the acquisition of franchise reatds:

(in 000's) 2012 YTD 2011 YTD

New company restaurar $ 28,46( $ 21,39¢
Refurbishment of existing restaurants 14,08 7,69
Total capital expenditure $ 42547 $ 29,09:
Restaurar-related repairs and maintenance expens $ 6,96( $ 5,92

(1) Includes minimal capital expenditures relatedupport center office.
(2) These amounts were recorded as an expense indbme statement as incurred.
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Our future capital requirements will primarily deygeon the number of new restaurants we open aniihtiveg of those openings and the
restaurant prototype developed in a given fiscaty€&hese requirements will include costs diregthated to opening new restaurants and may
also include costs necessary to ensure that oastnficture is able to support a larger restalrase. In fiscal 2012, we expect our capital
expenditures to be approximately $90.0 million, thegority of which will relate to planned restaurapenings, including 25 restaurant
openings in 2012. This amount excludes any castl iss franchise acquisitions. We intend to sgtasir capital requirements over the nex
months with cash on hand, net cash provided byabiperactivities and, if needed, funds availabldamour credit facility. For 2012, we
anticipate net cash provided by operating actiwiti@l exceed capital expenditures. We currenthngo use this excess to repurchase common
stock and/or pay dividends (as approved by our @o&Directors).

Net cash used in financing activities was $14.3iomlin 2012 YTD as compared to $30.2 million inl20YTD. This decrease was
primarily due to no repurchases of shares of comstock in 2012 YTD compared to $25.3 million of weghases in 2011 YTD. The decrease
in share repurchases along with higher proceeds fhe exercise of stock options in 2012 YTD wagiphly offset by increased payments on
borrowings under our credit facility and an addiibdividend payment in 2012 YTD. We began payivdends in the second fiscal quarter
of 2011.

On February 16, 2012, our Board of Directors appdoa stock repurchase program under which we nmycbase up to $100 million of
our common stock. Historically, repurchases umderstock repurchase program are made through mjpeket transactions. The timing and
the amount of any repurchases will be determinethbgagement under parameters established by the BbBRirectors, based on its
evaluation of our stock price, market conditiond ather corporate considerations. We did not relpase any shares of our common stock
during 2012 YTD through our stock repurchase pnogra

We paid cash dividends of $6.3 million in Q2 20&ted to dividends declared in February 2012. iafdally, on May 17, 2012, our
Board of Directors authorized the payment of a aigidend of $0.09 per share of common stock. Plagment of $6.3 million was distribut
on June 29, 2012 to shareholders of record atltie of business on June 13, 2012. The declawédedids are included as a liability in our
condensed consolidated balance sheet as of Ju2e P8,

In 2012 YTD, we paid distributions of $1.5 millida equity holders of 12 of our majority-owned compaestaurants. In 2011 YTD, we
paid distributions of $1.2 million to equity holdesf 11 of our majority-owned company restaurants.

On August 12, 2011, we entered into a $200.0 milfiee-year revolving credit facility with a syndite of commercial lenders led by
JPMorgan Chase Bank, N.A., PNC Bank, National Aisgimn, and Wells Fargo, National Association. sTfacility replaced our previous five-
year revolving credit facility. The new facilitkpires on August 11, 2016. The terms of the fgcikequire us to pay interest on outstanc
borrowings at London Interbank Offering Rate (“LIRQ plus a margin of 0.875% to 1.875%, depending orlexerage ratio, or the Alterne
Base Rate, which is the higher of the issuing bapkime lending rate, the Federal Funds rate pb@%0 or the Adjusted Eurodollar Rate for a
one month interest period on such day plus 1.0%. aveé also required to pay a commitment fee of@¥d.% 0.350% per year on any unused
portion of the facility, depending on our leveragdo. The weighted-average interest rate foréwelver at June 26, 2012 and December 27,
2011 was 3.96% and 3.20%, respectively, includmgimpact of interest rate swaps discussed befswlune 26, 2012, we had $50.0 million
outstanding under the credit facility and $145.8iam of availability, net of $4.2 million of outahding letters of credit.

The lenders’ obligation to extend credit underftelity depends on us maintaining certain finahc@enants, including a minimum
consolidated fixed charge coverage ratio of 2.00.8® and a maximum consolidated leverage rat@J to 1.00. The credit facility permits
us to incur additional secured or unsecured indtgtes outside the facility, except for the incuceenf secured indebtedness that in the
aggregate exceeds 20% of our consolidated tangéilevorth or circumstances where the incurrenceofired or unsecured indebtedness
would prevent us from complying with our financia@lvenants. We were in compliance with all covesastof June 26, 2012.

At June 26, 2012, in addition to the amounts ontfiteg on our credit facility, we had various othetes payable totaling $1.6 million wi
interest rates ranging from 10.46% to 10.80%. Eddhese notes related to the financing of specéstaurants. Our total weighted-average
effective interest rate at June 26, 2012 was 4.16k)ding the impact of interest rate swaps disedselow.

On October 22, 2008, we entered into an interéstswap, starting on November 7, 2008, with a mafi@mount of $25.0 million to hed
a portion of the cash flows of our variable ratedif facility. We have designated the interest mtap as a cash flow hedge of our exposure to
variability in future cash flows attributable taénest payments on a $25.0 million tranche of fi@atate debt borrowed under our revolving
credit facility. Under the terms of the swap, vey & fixed rate of 3.83% on the $25.0 million noabamount and receive payments from the
counterparty based on the 1-month LIBOR rate ftara ending on November 7, 2015, effectively résglin a fixed rate LIBOR component
of the $25.0 million notional amount. Our countetpdn this interest rate swap is JPMorgan ChasskBH.A.

On January 7, 2009, we entered into another irtteas swap, starting on February 7, 2009, witlotzonal amount of $25.0 million to
hedge a portion of the cash flows of our variabte credit facility. We have designated the irgerate swap as a cash flow hedge of our
exposure to variability in future cash flows attiiable to interest payments on a $25.0 milliondhenof floating
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rate debt borrowed under our revolving credit facil Under the terms of the swap, we pay a fixa@ 0f 2.34% on the $25.0 million notional
amount and receive payments from the counterpaggdbon the 1-month LIBOR rate for a term endindamuary 7, 2016, effectively

resulting in a fixed rate LIBOR component of th&$Pmillion notional amount. Our counterparty liistinterest rate swap is JPMorgan Chase
Bank, N.A.
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Contractual Obligations

The following table summarizes the amount of payimelne under specified contractual obligationsfakine 26, 2012:

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 $ 5157¢ $ 217 % 51C $ 50,38C % 472
Capital lease obligatior 17¢ 104 75 — —
Interest (1, 11,18¢ 1,96: 3,82t 3,72( 1,681
Operating lease obligatiol 210,01° 24,66: 47,201 40,32: 97,83:
Capital obligations 41,99( 41,99( — — —
Total contractual obligatior $ 31495 $ 68,93 $ 51617 $ 94,42: $ 99,98t

(1) Assumes constant rate until maturity for our fixexl variable rate debt and capital lease obligation
Uses interest rates as of June 26, 2012 for oumblarrate debt. Interest payments on our varigdtie revolving credit facility balance at
June 26, 2012 are calculated based on the assumtipsibdebt relating to the interest rate swap®igoyg notional amounts totaling $50.0
million remains outstanding until the expirationtbé respective swap arrangements. The interiest used in determining interest
payments to be made under the interest rate swapragnts were determined by taking the applicakdel frate of each swap plus the
0.50% margin, which was in effect as of June 26,220

We have no material minimum purchase commitmentts eur vendors that extend beyond a year. Seettmtéhe condensed
consolidated financial statements for details oftractual obligations.

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

We entered into real estate lease agreementsafuctise restaurants located in Everett, MA, Longim@@, Montgomeryville, PA, Fargo,
ND and Logan, UT prior to our granting franchigghtss for those restaurants. We have subsequensilyresl the leases to the franchisees
we remain contingently liable if a franchisee défaunder the terms of a lease. The Longmont leap&es in May 2014, the Everett lease
expires in February 2018, the Montgomeryville leasgires in June 2021, the Fargo lease expireslyn2D16 and the Logan lease expires in
August 2019. As the fair value of these guaranigast considered significant, no liability valbas been recorded.

Recently Issued Accounting Standards

Comprehensive | ncome
(ASU 2011-05)

In June 2011, the FASB issued ASU 2011®&sentation of Comprehensive Incom&SU 2011-05 eliminates the option to present the
components of other comprehensive income as pdnedftatement of changes in stockholders’ equitych was our presentation, and also
requires presentation of reclassification adjusti&om other comprehensive income to net incomeherface of the financial statements. In
December 2011, the FASB issued ASU 2011B&erral of the Effective Date for Amendments ®Rhesentation of Reclassifications of ltems
Out of Accumulated Other Comprehensive Income h 2(8.1-05to defer the effective date of the specific requieat to present items that
are reclassified out of accumulated comprehensieeme to net income alongside their respective corapts of net income and other
comprehensive income. All other provisions of tigislate are effective for annual and interim repgrperiods beginning after December 15,
2011 (our 2012 fiscal year). The adoption of tlesv guidance has no impact on our consolidateahdimfposition, results of operations or
cash flows, though it did change our income stateémpeesentation.

Goodwill and Other Intangibles
(ASU 2011-08)

In September 2011, the FASB issued ASU 201 1ki@@ngibles — Goodwill and Other, Testing GoodfaH Impairment, which permits
an entity to make a qualitative assessment of venétlis more likely than not that a reporting tsfair value is less than its carrying value
before applying the two-step goodwill impairmentdabthat is currently in place. If it is determihéhrough the qualitative assessment that a
reporting unit’s fair value is more likely than rgreater than its carrying value, the remainingdinmpent steps would be unnecessary. The
qualitative assessment is optional, allowing congzato go directly to the quantitative assessmehis update is effective for annual and
interim goodwill impairment tests performed in idgears beginning after December 15, 2011 (ou2Z3tal year). The adoption of this new
guidance has no impact on our consolidated finhpaoisition,
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results of operations, cash flows or disclosures.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK

We are exposed to market risk from changes inéstemates on debt and changes in commodity pr@esexposure to interest rate
fluctuations is limited to our outstanding bank tebd dependent on the interest rate option wesghtmutilize under our revolving line of
credit. Our options for the rate are the AlterrBése Rate, which is the higher of the issuing lsapkme lending rate, the Federal Funds rate
plus 0.50%, or the Adjusted Eurodollar Rate fona month interest period on such day plus 1.0%@LtBOR plus an applicable margin. At
June 26, 2012 there was $50.0 million outstandimieu our revolving line of credit which bears imsrat approximately 87.5 to 187.5 basis
points (depending on our leverage ratios) over LRBQAs of June 26, 2012, our various other notgwliple totaled $1.6 million and had a
weighted average interest rate of 10.57%.

On October 22, 2008, we entered into an interéstswap, starting on November 7, 2008, with a mafi@mount of $25.0 million to hed:
a portion of the cash flows of our variable raterbaings. We have designated the interest rate ssapcash flow hedge of our exposure to
variability in future cash flows attributable taénest payments on a $25.0 million tranche of fleatate debt borrowed under our revolving
credit facility. Under the terms of the swap, wg pdixed rate of 3.83% on the $25.0 million noamount and receive payments from the
counterparty based on the 1-month LIBOR rate ftaran ending on November 7, 2015, effectively résgltn a fixed rate on the LIBOR
component of the $25.0 million notional amount.

On January 7, 2009, we entered into another irtess swap, starting February 7, 2009, with aamazti amount of $25.0 million to hedge
a portion of the cash flows of our variable ratedir facility. We have designated the interest savap as a cash flow hedge of our exposure to
variability in future cash flows attributable taénest payments on a $25.0 million tranche of fleatate debt borrowed under our revolving
credit facility. Under the terms of the swap, veg/ @ fixed rate of 2.34% on the $25.0 million nodbamount and receive payments from the
counterparty based on the 1-month LIBOR rate ftaran ending on January 7, 2016, effectively resglth a fixed rate LIBOR component of
the $25.0 million notional amount.

By using derivative instruments to hedge expostoehanges in interest rates, we expose oursaveredit risk. Credit risk is the failure
of the counterparty to perform under the termshefderivative contract. We minimize the credit figkentering into transactions with high-
quality counterparties whose credit rating is estdd on a quarterly basis. Our counterparty iriritexest rate swaps is JPMorgan Chase E
N.A.

Many of the ingredients used in the products soldur restaurants are commodities that are sutgjeatipredictable price volatility.
Currently, we do not utilize fixed price contrafits certain commodities such as produce and cedaiity products, therefore, we are subject to
prevailing market conditions when purchasing thgpes of commodities. For other commodities, we lesnpgarious purchasing and pricing
contract techniques in an effort to minimize vditi including fixed price contracts for terms génerally one year or less and negotiating
prices with vendors with reference to fluctuatingriet prices. We currently do not use financiatrimments to hedge commodity prices, but
we will continue to evaluate their effectivenesstrEme and/or long term increases in commoditygzricould adversely affect our future
results, especially if we are unable, primarily dueompetitive reasons, to increase menu pricdditidnally, if there is a time lag between the
increasing commodity prices and our ability to @ase menu prices or if we believe the commodityepiricrease to be short in duration anc
choose not to pass on the cost increases, ourtehoritfinancial results could be negatively affelcte

We are subject to business risk as our beef suplighly dependent upon four vendors. If thesedees were unable to fulfill their
obligations under their contracts, we may encousueply shortages and incur higher costs to sealegquate supplies, any of which would
harm our business.
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ITEM 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures

We have evaluated the effectiveness of the desigroperation of our disclosure controls and procesipursuant to, and as defined in,
Exchange Act Rules 13a-15(e) and 15d-15(e) aseoétidl of the period covered by this report. Basethe evaluation, performed under the
supervision and with the participation of our magragnt, including the Chief Executive Officer (tt@EQ”) and the Chief Financial Officer
(the “CFQ”"), our management, including the CEO @&, concluded that our disclosure controls andgutares were effective as of the end
of the period covered by this report.

Changes in internal control

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

Occasionally, we are a defendant in litigationiagsn the ordinary course of our business, inalgdislip and fall’ accidents, employment
related claims and claims from guests or emplogdleging iliness, injury or food quality, health @perational concerns. None of these types
of litigation, most of which are covered by insuranhas had a material effect on us and, as afate=of this report, we are not party to any
litigation that we believe could have a materialexde effect on our business other than the liigadiscussed below.

On September 30, 2011, the U.S. Equal Employmepb@gpnity Commission (“EEOC?”) filed a lawsuit stdl&qual Employment
Opportunity Commission v. Texas Roadhouse, IngasSTRoadhouse Holdings LLC, Texas Roadhouse Maragelorp.in the United States
District Court, District of Massachusetts, Civil than Number 1:11-cv-11732. The complaint alleged tipplicants over the age of 40 were
denied employment in our restaurants in bartertaest, server and server assistant positions dtieetoage. The EEOC is seeking injunctive
relief, remedial actions, payment of damages tafiicants and costs. We believe we have mavitsrilefenses to the claims made by the
EEOC, and we intend to vigorously defend agairstith We filed a response to the complaint in thinfof two motions, one to dismiss the
case and one to transfer the case to Louisville, K¥hearing on the motions was held on July 18,200n July 24, 2012, the court issued a
ruling allowing the EEOC to file an amended computi@iontaining additional information sufficientieeet the standard for stating a claim of
age discrimination against Texas Roadhouse. Baselde preliminary status of this matter, we carestimate the possible amount or range of
loss, if any, associated with this matter.

On January 19, 2011, a Massachusetts putative attiss was filed styledenna Crenshaw, Andrew Brickley, et al, and aleosh
similarly situated v. Texas Roadhouse, Inc., T&@adhouse Holdings, LLC, Texas Roadhouse of Eykt&itand Texas Roadhouse
Management Corp., d/b/a Texas Roadhc. The complaint is pending in the United StategrizisCourt, District of Massachusetts, Civil
Action Number 1:11-cv-10549. The complaint allegdailure to comply with Massachusetts wage lavesBigally that we improperly shared
pooled tips with ineligible employees. Currentlye aperate nine restaurants in the state. Theepdréigan mediation in late February 2012
on April 30, 2012, filed a Settlement Agreemenhé‘tAgreement”) seeking preliminary court approgasettle the lawsuit. Under the
Agreement, the company agrees to pay $5.0 millidrich includes payment of the plaintiffs’ attornefees, payment of expenses to
administer the settlement, and individual paymémtesolve the claims of servers employed in Mdsssetts restaurants from January 18, .
through the date of final court approval. The Agmnent is subject to final approval of the countelifinary approval of the settlement was
granted on May 3, 2012 and a final approval heasdrsgt for August 28, 2012. As a result of theefggnent, as previously reported, we have
recorded a $5.0 million charge in the first quad®e2012 which is included in general and admiaisée expenses in our condensed
consolidated statements of income and compreheisioeme.

ITEM 1A. RISK FACTORS

Information regarding risk factors appears in oanfal Report on Form 10-K for the year ended Deesrdld, 2011, under the heading
“Special Note Regarding Forward-looking Statemeatsd in the Form 10-K Part I, Item 1A, Risk Factoi$iere have been no material
changes from the risk factors previously disclaseaur Form 10-K.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AN D USE OF PROCEEDS

On February 16, 2012, our Board of Directors appdoa stock repurchase program under which it aizéwbus to repurchase up to $10
million of our common stock. Historically, repurcdes under our authorized stock repurchase programade through open market
transactions. The timing and the amount of anynefases through this program will be determinednlapagement under parameters
established by our Board of Directors, based oavtduation of our stock price, market conditiond ather corporate considerations. This
authorization replaced an existing stock repurclpagsgram, which had no expiration date and $40l8amiremaining as of the cancellation
date.

The following table includes information regardipgrchases of our common stock made by us duringg3heeeks ended June 26, 2012:

Total Number Average Total Number of Shares Maximum Number (or Approximate
of Shares Price Paid Purchased as Part of Publicly Dollar Value) of Shares that May Yet Be
Period Purchased per Share Announced Plans or Programs Purchased Under the Plans or Programs
March 28 to April 24 — — — $ 100,000,00
April 25 to May 22 — — — $ 100,000,00
May 23 to June 2 — — — $ 100,000,00

Total — —

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable

ITEM 5. OTHER INFORMATION.

None.

ITEM 6. EXHIBITS.

Exhibit No. Description

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

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

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarbar-
Oxley Act of 2002

101 The following financial statements from the TexamBhouse, Inc. Quarterly Report on Forr-Q for the quarter ended Ju

26, 2012, filed August 3, 2012, formatted in eXiblesBusiness Reporting Language (XBRL): (i) Cornsksh Consolidated
Balance Sheets, (ii) Condensed Consolidated StatsméIncome and Comprehensive Income, (iii) Cosgel Consolidated
Statements of Stockholdersguity, (iv) Condensed Consolidated Statementsash@-lows, and (v) the Notes to the Conde
Consolidated Financial Statemer
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SIGNATURES

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

TEXAS ROADHOUSE, INC

Date: August 3, 2012 By: /s/ W. KENT TAYLOR
W. Kent Taylor
Chief Executive Office(principal executive officer

Date: August 3, 2012 By: /s/ G. PRICE COOPER, I
G. Price Cooper, I\
Chief Financial Officer (principal financial officg(chief
accounting officer
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Exhibit 31.1

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

[, W. Kent Taylor, certify that:
1. | have reviewed this report on Form 10-Q exas Roadhouse, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material factoit to state a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

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

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggttoe reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

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

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

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

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

Date: August 3, 201 By: /s/ W. KENT TAYLOR

W. Kent Taylor
Chief Executive Office




Exhibit 31.2

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

I, G. Price Cooper, IV, certify that:
1. I have reviewed this report on Form 10fQ@xas Roadhouse, Inc.;

2. Based on my knowledge, this report dogsantain any untrue statement of a material factmit to state a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial st&tets, and other financial information includedhis report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

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

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

(b) Designed such internal control over financgdorting, or caused such internal control ovearitial reporting to be designed under
supervision, to provide reasonable assurance rieggitoe reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

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

5. The registrant’s other certifying officmd | have disclosed, based on our most recenti@vah of internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

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

Date: August 3, 201 By: /s/ G.PRICE COOPER, I

G. Price Cooper,
Chief Financial Office




Exhibit 32.1

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

I, W. Kent Taylor, Chief Executive Officer of Tex&padhouse, Inc. (the “Company”), certify, pursuanBection 906 of the Sarbanes-Oxley
Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of therpany for the quarterly period ended June 26, Z012“Report”) fully complies with the
requirements of Section 13(a) or 15(d), as applécaif the Securities Exchange Act of 1934; and

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

Date: August 3, 2012 By: /s/ W.KENT TAYLOR

W. Kent Taylor
Chief Executive Office




Exhibit 32.2

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

I, G. Price Cooper, IV, Principal Financial Officefr Texas Roadhouse, Inc. (the “Company”), cerifiyrsuant to Section 906 of the Sarbanes-
Oxley Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of therpany for the quarterly period ended June 26, Z012“Report”) fully complies with the
requirements of Section 13(a) or 15(d), as applécaif the Securities Exchange Act of 1934; and

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

Date: August 3, 2012 By: /s/ G. PRICE COOPER, I

G. Price Cooper I\
Chief Financial Office




