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

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

(unaudited)
September 25, 201 December 27, 201
Assets
Current asset:
Cash and cash equivale $ 84,32( $ 73,73
Receivables, net of allowance for doubtful accowht$25 at September 25, 2012 and $:

December 27, 201 13,68: 16,52¢
Inventories, ne 9,521 10,73(
Prepaid income taxe — 57¢
Prepaid expenst 5,03: 7,04¢
Deferred tax assets 5,81« 3,361
Total current assets 118,37( 111,97-
Property and equipment, net of accumulated depresiaf $260,193 aSeptember 25, 20:

and $232,760 at December 27, 2! 523,48. 497,21
Goodwill 110,94t 110,941
Intangible assets, n 8,23t 9,04:
Other assets 13,46 11,49:
Total assets $ 774,490 $ 740,67(
Liabilities and Stockholders’ Equity
Current liabilities:

Current maturities of lor-term debt and obligations under capital lez $ 32¢ % 304
Accounts payabl 27,64¢ 32,74«
Deferred revenu- gift cards 18,33« 44,05¢
Accrued wage 24,47( 23,70:
Income tax payabl 5,46( —
Accrued taxes and licens 13,507 12,38:
Dividends payabl 6,35 5,53¢
Other accrued liabilities 24,55! 17,64¢
Total current liabilities 120,65: 136,37:
Long-term debt and obligations under capital leasedudig current maturitie 51,35: 61,60:
Stock option and other depos 4,58¢ 4,54¢
Deferred ren 19,38( 17,13
Deferred tax liabilitie: 4,71« 8,71t
Fair value of derivative financial instrumel 4,38¢ 4,24
Other liabilities 14,11« 12,23
Total liabilities 219,18: 244,84
Texas Roadhouse, Inc. and subsidiaries stockh’ equity:

Preferred stock ($0.001 par value, 1,000,000 shearderized; no shares issued or

outstanding — —
Common stock, ($0.001 par value, 100,000,000 slzarg®rized, 70,620,137 and

69,186,967 shares issued and outstanding at Septé¥8p2012 and December 27, 2(

respectively’ 71 69
Additional paid in capita 225,81: 206,01¢
Retained earning 326,72: 288,42!
Accumulated other comprehensive loss (2,687) (2,609
Total Texas Roadhouse, Inc. and subsidiaries stddktrs’ equity 549,91t 491,90
Noncontrolling interest 5,40( 3,91¢
Total equity 555,31t 495,82!
Total liabilities and equity $ 774,49 $ 740,67(

See accompanying notes to condensed consolidaimacfal statements.

3




Table of Contents

Texas Roadhouse, Inc. and Subsidiaries

Condensed Consolidated Statements of Income and Cpnehensive 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 operatiny
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 unconsolidatddiates

Income before taxe

Provision for income taxe

Net income including noncontrolling intere:

Less: Net income attributable to noncontrollingenests

Net income attributable to Texas Roadhouse, Ind.
subsidiaries

Other comprehensive income (loss), net of
Unrealized gain (loss) on derivatives, net of th$(@.1)
million, $0.5 million, $0.1 million and $0.9 millig

respectively

Total comprehensive incon

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

Basic

Diluted

Weightec-average shares outstandi
Basic

Diluted

Cash dividends declared per sh

See accompanying notes to condensed consolidaiaakcfal statements.

(unaudited)

13 Weeks Endec

39 Weeks Endec

September 25

September 27

September 25

September 27

2012 2011 2012 2011
$ 306,02t $ 266,87 $ 94558 $ 825,28:
2,631 2,37¢ 8,217 7,321
308,65t 269,25 953,80! 832,61
102,93( 88,94« 319,44 274,75
91,507 78,91¢ 278,08 244,55
6,48¢ 5,79¢ 19,12( 17,15:
50,18: 45,11: 151,96° 136,33
2,45¢ 3,327 8,82: 7,415
11,82¢ 10,57: 34,72 31,72
24 13 63 59
15,50: 13,49¢ 53,18¢ 43,59¢
280,92 246,18 865,41 755,58:
27,73¢ 23,07: 88,38: 77,02¢
602 66¢ 1,77¢ 1,77¢
(142) (71) (309) (271)
27,27: 22,47: 86,91( 75,52
8,77¢ 6,05¢ 27,81 21,93
$ 18,49: $ 16,41¢ $ 50,09 $ 53,50(
427 61¢ 1,84¢ 1,92¢
$ 18,067 $ 15,79¢ $ 57,24¢ $ 51,66’
28 (788) (78) (1,469)
$ 18,09t $ 15,01 $ 57,16¢ $ 50,19¢
$ 0.2¢ $ 0.2: $ 0.8 $ 0.7¢
$ 0.2F $ 0.2 $ 0.8 $ 0.71
70,48: 70,80¢ 70,00+ 71,37¢
71,92¢ 72,18¢ 71,48 72,90
$ 0.0¢ $ 0.06 $ 0271 $ 0.24
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Balance, December 27, 20

Net income

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

Distributions to noncontrollin:
interests

Minority interest contributiol

Minority interest liquidatior
adjustment:

Dividends paid ($0.18 per she

Dividends declared ($0.09 p
share)

Shares issued under stock op
plan including tax effect
Settlement of restricted stock

units
Indirect repurchase of shares
minimum tax withholding:
Share-based compensatic

Balance, September 25, 2C

Texas Roadhouse, Inc. and Subsidiaries
Condensed Consolidated Statements of Stockholderstuity
(in thousands, except share data)

(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 $ 68 $ 206,01¢ $ 288,42! $ (2,609 $ 491,90 $ 3,91¢ $ 495,82:
— — — 57,24¢ — 57,24¢ 1,84¢ 59,09t
— — — — (78) (78) — (78)
— — — — — — (2,189 (2,189
— — — — — — 1,81¢ 1,81¢
— — (394) — — (394) — (394
— — — (12,597 — (12,597 (12,597
— — — (6,357%) — (6,35%) — (6,359
1,061,901 1 13,42: — — 13,42¢ — 13,42«
548,26¢ 1 — — — 1 — 1
(176,999 — (2,997 — — (2,997 — (2,997
— — 9,75¢ — — 9,75¢ — 9,75¢
70,620,13 $ 71 $ 22581, $ 326,72. $ (2,687 $ 549,91t $ 5400 $ 555,31¢

See accompanying notes to condensed consolidai@ucial 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 unconsolidatddiates
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, dietuinsurance proceeds

Net cash used in investing activiti

Cash flows from financing activities:

Repayments of revolving credit facility, r

Proceeds from minority interest contributions attteo
Distributions to noncontrolling interest holdt

Excess tax benefits from sh-based compensatic
Proceeds from stock option and other dept
Repurchase shares of common st

Indirect repurchase of shares for minimum tax wotbings
Principal payments on lo-term debt and capital lease obligatic
Proceeds from exercise of stock opti

Dividends paid to stockholders

Net cash used in financing activiti

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

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

39 Weeks Endec

September 25, 201,

September 27, 201

$ 59,00t 53,59(
34,721 31,72

(6,389 (552)

2,71z 1,53(

(303) (277)

33¢ 261

14 17¢

9,75¢ 8,151

2,82¢ 19¢

1,20¢ 51¢

2,01: 2,67(

(1,86€) (3,457)

(5,099) (728)

(25,729 (23,315

76¢ 1,657

(3,155 (1,992)

9,19¢ 3,571

1,12¢ 38¢

6,90¢ 3,98¢

2,247 1,88t

1,88( 1,01¢

$ 92,26¢ 81,00
(63,14¢) (51,839

25E 171

$ (62,89.) (51,669
(10,000 —

1,28¢ —

(2,189 (1,756)

3,15¢ 1,99¢

38 32¢

— (46,44%)

(2,991) (2,891)

(224) (209)

10,26t 4,491

(18,139 (11,399

$ (18,785 (55,88))
10,58¢ (26,54:)

73,731 82,21

$ 84,32 55,67
$ 1,874 1,71¢
$ 25,00: 18,90¢

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

1) Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements include the accounts of TexaslRouse, Inc. (the “Company,”
“we” and/or “our”), our wholly-owned subsidiarieadsubsidiaries in which we own more than 50 pdritgarest, as of and for the 13 and 39
weeks ended September 25, 2012 and September 2¥.,, 2iur wholly-owned subsidiaries include: Texaméhouse Holdings LLC
(“Holdings™), Texas Roadhouse Development Corporaf{i TRDC"), Texas Roadhouse Management Corp. (“ddgment Corp.”) and Aspen
Creek, LLC (“Aspen Creek”). We and our subsidismperate restaurants under the names Texas Raadaod Aspen Creek. Holdings also
provides supervisory and administrative serviceséotain other franchise and license Texas Roasthoestaurants. TRDC sells franchise
rights and collects the franchise royalties and feddanagement Corp. provides management senadée tCompany, Holdings, Aspen Creek
and certain other license and franchise Texas Runeshrestaurants. All material balances and tciioss between the consolidated entities
have been eliminated.

As of September 25, 2012 and September 27, 201bywmed 5.0% to 10.0% equity interest in 22 franehestaurants. While we exercise
significant control over these franchise restawane do not consolidate their financial positimsults of operations or cash flows as it is
immaterial to our consolidated financial positioesults of operations and/or cash flows. Our inwesit in these unconsolidated affiliates is
included in Other assets in our condensed condetidaalance sheets and we record our percentage et income earned by these
unconsolidated affiliates in our condensed conatdid statements of income and comprehensive incogher Equity income from investmel
in unconsolidated affiliates.

We have made a number of estimates and assumpgiatiag to the reporting of assets and liabilitibe disclosure of contingent assets
and liabilities at the date of the condensed cadatad financial statements and the reporting wémeie and expenses during the period to
prepare these condensed consolidated financiahstats in conformity with U.S. generally acceptecoainting principles (“GAAP”).
Significant items subject to such estimates andraptions include the carrying amount of propertgt aquipment, goodwill, obligations
related to insurance reserves, income taxes amd-blaged compensation expense. Actual results clifféd from those estimates.

In the opinion of management, the accompanying dited condensed consolidated financial statemefitsct all adjustments, consisting
only of normal recurring adjustments, necessamyrésent fairly our financial position, results @epations and cash flows for the periods
presented. The financial statements have beempe|in accordance with GAAP, except that certafiormation and footnotes have been
condensed or omitted pursuant to rules and reguif the Securities and Exchange Commission ("BECperating results for the 39 wee
ended September 25, 2012 are not necessarily thaiaz the results that may be expected for ther ymding December 25, 2012. The
unaudited condensed consolidated financial statensfiould be read in conjunction with the consadéiddinancial statements and notes the
included in our Annual Report on Form 10-K for trear ended December 27, 2011.

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

We may grant incentive and non-qualified stockapdito purchase shares of common stock, stock masds (restricted stock unit
awards (“RSUs")) and restricted stock awards utideTexas Roadhouse, Inc. 2004 Equity Incentiva Rle “Plan”). Beginning in 2008, we
changed the method by which we provide share-besegensation to our employees by eliminating stiution grants and, instead, granting
RSUs as a form of share-based compensation. AniR8lg conditional right to receive one shareahmon stock upon satisfaction of the
vesting requirement.

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

13 Weeks Endec 39 Weeks Endec
September 25 September 27 September 25 September 27
2012 2011 2012 2011
Labor expens $ 1,19¢ $ 1,000 $ 332¢ % 2,93¢
General and administrative expense 2,23: 1,41¢ 6,42¢ 5,21
Total share-based compensation expense $ 3,42¢ $ 241t $ 9,75¢ $ 8,151
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A summary of share-based compensation activitypg bf grant as of September 25, 2012 and changéesydhe period then ended
is presented below.

Summary Details for Plan Share Options

Weightec- Weightec-Average Aggregate
Average Remaining Contractual Intrinsic
Shares Exercise Price Term (years) Value
Outstanding at December 27, 2( 3,486,64. $ 12.0z
Grantec — —
Forfeited (106,069 11.4¢
Exercised (1,061,901 9.6¢€
Outstanding at September 25, 2012 2,318,67. $ 13.12 321 $ 9,73¢
Exercisable at September 25, 2012 2,316,85 $ 13.12 32 $ 9,72¢

The total intrinsic value of options exercised dgrthe 13 weeks ended September 25, 2012 and Semt@m 2011 was $1.6 million and
$0.4 million, respectively. The total intrinsiclua of options exercised during the 39 weeks erf@ggtember 25, 2012 and September 27,
was $8.2 million and $2.6 million, respectivelyheTtotal grant date fair value of stock optionstegdor the 13 week period ended
September 25, 2012 was immaterial. The total giate fair value of stock options vested for thevEgk period ended September 27, 2011
was $0.1 million. The total grant date fair vabfestock options vested for the 39 week periodedriSeptember 25, 2012 and September 27,
2011 was $0.1 million and $0.5 million, respectyel

Summary Details for RSUs

Weighted-

Average

Grant Date

Shares Fair Value
Outstanding at December 27, 2( 1,186,48 $ 13.71
Grantec 1,214,12 16.02
Forfeited (39,527 13.9C
Vested (548,269 13.0¢
Outstanding at September 25, 2012 1,812,811 $ 15.4¢

As of September 25, 2012, with respect to unveRt®eUds, there was $16.3 million of unrecognized camsp#on cost that is expected tc
recognized over a weighted-average period of labsyeThe vesting terms of the RSUs range fromid 30 years. The total grant date fair
value of RSUs vested for the 13 week periods eSdgdember 25, 2012 and September 27, 2011 wasilidh and $1.9 million,
respectively. For the 39 week periods ended Sdmeb, 2012 and September 27, 2011, the totat dedia fair value of RSUs vested was
$7.2 million and $7.4 million, respectively.

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

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

September 25, 201. December 27, 201
Installment loans, due 2012 — 2020 $ 1527 $ 1,67¢
Obligations under capital leas 154 22¢
Revolver 50,00( 60,00(
51,68: 61,90¢
Less current maturities 32¢ 304
$ 51,35 $ 61,60
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The weighted-average interest rate for installnh@gnts outstanding at September 25, 2012 and Dece2iib2011 was 10.56% and
10.57%, respectively. The debt is secured by iceldad and buildings.

On August 12, 2011, we entered into a $200.0 milfige-year revolving credit facility with a syndite of commercial lenders led by
JPMorgan Chase Bank, N.A., PNC Bank, National Asdion, and Wells Fargo, National Association. sfacility replaced our previous five-
year revolving credit facility. The facility exjgis on August 11, 2016. The terms of the facilyuire us to pay interest on outstanc
borrowings at London Interbank Offered Rate (“LIBQRIus a margin of 0.875% to 1.875%, dependingunleverage ratio, or the Alternate
Base Rate, which is the higher of the issuing bapkime lending rate, the Federal Funds rate pb@% 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@4d & 0.350% per year on any unused
portion of the facility, depending on our leveragdo. The weighted-average interest rate foréwelver at September 25, 2012 and
December 27, 2011 was 3.96% and 3.20%, respectineluding the impact of interest rate swaps asulised in note 5. At September 25,

2012, we had $50.0 million outstanding under thelitrfacility and $145.8 million of availability et of $4.2 million of outstanding letters of
credit.

The lenders’ obligation to extend credit underftimlity depends on us maintaining certain finahc@enants, including a minimum
consolidated fixed charge coverage ratio of 2.00.60 and a maximum consolidated leverage rat&@d to 1.00. The credit facility permits
us to incur additional secured or unsecured indigtates outside the facility, except for the incuceenf secured indebtedness that in the
aggregate exceeds 20% of our consolidated tangdtlevorth or circumstances where the incurrenceofired or unsecured indebtedness
would prevent us from complying with our financtalvenants. We were in compliance with all covesastof September 25, 2012.

(4) Income taxes

A reconciliation of the statutory federal income tate to our effective tax rate for September2f8,2 and September 27, 2011 is as
follows:

13 Weeks Endec 39 Weeks Endec
September 25 September 27 September 25 September 27
2012 2011 2012 2011
Tax at statutory federal ra 35.(% 35.(% 35.(% 35.(%
State and local tax, net of federal ben 3.€ 3.7 3.8 3.7
FICA tip tax credi (6.4 (6.2 (5.8 (6.2
HIRE retention credi — (2.9 — (2.3
Work opportunity tax cred (0.9 (1.5 (0.8 1.3
Incentive stock option (0.2) 0.3 0.3 (0.2
Nondeductible officer compensati 1.4 (0.2) 1.1 0.4
Other — (0.5) (0.3 0.5
Total 32.1% 27.7% 32.71% 29.8%

(5) 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”) Acating Standards Codification (“ASC"”) 81Bgrivatives and HedginfASC 815"). We
use interest rate-related derivative instrumentadoage our exposure to fluctuations of interdssraBy using these instruments, we expose
ourselves, from time to time, to credit risk andrkedrisk. 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 crediiing is evaluated on a quarterly basis. Our
counterparty in the interest rate swaps is JPMoffjaase Bank, N.A. Market risk is the adverse ¢éfdecthe value of a financial instrument
that results from a change in interest rates, codityrices or the market price of our common stole minimize market risk by
establishing and monitoring parameters that liméttypes and degree of market risk that may bentake

Interest Rate Sway

On October 22, 2008, we entered into an interéstawap, starting on November 7, 2008, with a mai@mount of $25.0 million to hed
a portion of the cash flows of our variable ratedit facility. We have designated the interest matap as a cash flow hedge of our exposure 1
variability in future cash flows attributable taénest payments on a $25.0 million tranche of ftmptate debt borrowed under our revolving
credit facility. Under the terms of the swap, vay a fixed rate of 3.83% on the $25.0 million
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notional amount and receive payments from the @patty based on the 1-month LIBOR rate for a tenging on November 7, 2015,
effectively resulting in a fixed rate LIBOR compan®f the $25.0 million notional amount.

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

We entered into the above interest rate swapsthvwitlobjective of eliminating the variability of ointerest cost that arises because of
changes in the variable interest rate for the deder interest payments. Changes in the fair wa@litee interest rate swap will be reported as :
component of accumulated other comprehensive incaMe will reclassify any gain or loss from accuatat other comprehensive income
(“AOCI"), net of tax, in our condensed consolidatedance sheet to interest expense in our condeselidated statement of income and
comprehensive income when the interest rate swaipesxor at the time we choose to terminate thesvgee note 10 for fair value discussion
of these interest rate swaps.

The following table summarizes the fair value angspntation in the condensed consolidated baldremtsfor derivatives designated as
hedging instruments under FASB ASC 815:

Balance Derivative Assets Derivative Liabilities
Sheet September 25 December 27 September 25 December 27
Location 2012 2011 2012 2011
Derivative Contracts Desighated as Hedgi
Instruments under ASC 8: (2)
Interest rate sway $ — 3 — 8 438, % 4,247
Total Derivative Contract $ — 3 — 3 4,38¢ $ 4,24
(1) Derivative assets and liabilities are includedain ¥alue of derivative financial instruments iretbondensed consolidated balance

sheets.

The following table summarizes the effect of deti@instruments in the condensed consolidate@stants of income and comprehen:
income for the 39 weeks ended September 25, 20d Saptember 27, 2011:

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 to portion) (ineffective (ineffective portion)
2012 2011 Income 2012 2011 portion) 2012 2011
Interest rate swaps $ 78 $ 1,46¢ Interest expense, n $ 97 $ 88 — % — % —

(6) Recent Accounting Pronouncements

Comprehensive | ncome
(ASU 2011-05)

In June 2011, the FASB issued ASU 2011 ®¥esentation of Comprehensive IncomaSU 2011-05 eliminates the option to present the
components of other comprehensive income as péeaitatement of changes in stockholders’ equitych was our presentation, and also
requires presentation of reclassification adjustsiéom other comprehensive income to net incomtherface of the financial statements. In
December 2011, the FASB issued ASU 2011H&Xerral of the Effective Date for Amendments soRinesentation of Reclassifications of Item:
Out of Accumulated Other Comprehensive Income h 28.1-05t0 defer the effective date of the specific requieat to present items that
are reclassified out of accumulated comprehensie#ene to net income alongside their respective cmapts of net income and other
comprehensive income. All other provisions of tlyiglate are effective for annual and interim rapgrperiods beginning after December 15,
2011 (our 2012 fiscal year). The adoption of tiesv guidance had no impact on our consolidatedi@h position, results of operations or
cash flows, though it changed our income statempesgentation.

10
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Goodwill and Other I ntangibles
(ASU 2011-08)

In September 2011, the FASB issued ASU 2011488&ngibles — Goodwill and Other, Testing Goodfal Impairment, which permits
an entity to make a qualitative assessment of venetlis 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 determihiairough 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 assessme&his update is effective for annual and
interim goodwill impairment tests performed in sgears beginning after December 15, 2011 (oukZital year). The adoption of this new
guidance has no impact on the content of our firsstatements or disclosures.

(7) Commitments and Contingencies

The estimated cost of completing capital projecheotments at September 25, 2012 and December 27, &8s approximately $55.9
million and $58.6 million, respectively.

We entered into real estate lease agreementsafucHise restaurants located in Everett, MA, Longm@®, Montgomeryville, PA, Fargo,
ND and Logan, UT before granting franchise riglusthose restaurants. We have subsequently assihadeiases to the franchisees,
remain contingently liable if a franchisee defaultsler the terms of a lease. The Longmont leaseassigned in October 2003 and expires in
May 2014, the Everett lease was assigned in Segtepl®2 and expires in February 2018, the Montggwiler lease was assigned in
October 2004 and expires in June 2021, the Faage le/as assigned in February 2006 and expiredyi20W6 and the Logan lease was
assigned in January 2009 and expires in August.2@%%he fair value of the guarantees is not atergid significant, no liability has been
recorded. As discussed in note 8, the Everett, Mhgmont, CO, and Fargo, ND restaurants are owinaghole or part, by certain of our
officers, directors or 5% shareholders.

We currently buy most of our beef from four supgdieAlthough there are a limited number of beefgigps, 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 opegat#sults adversely. We have no material minimunchpase commitments with our vendors
that extend beyond a year.

On September 30, 2011, the U.S. Equal Employmepb@pnity Commission (“EEOC”) filed a lawsuit std&qual Employment
Opportunity Commission v. Texas Roadhouse, InggsTRoadhouse Holdings LLC, Texas Roadhouse Mamragelorp.in the United States
District Court, District of Massachusetts, Civil than Number 1:11-cv-11732. The complaint alleged #ipplicants over the age of 40 were
denied employment in our restaurants in barteridest, server and server assistant positions dthetioage. The EEOC is seeking injunctive
relief, remedial actions, payment of damages tagicants and costs. We believe we have mevitsrdefenses to the claims made by the
EEOC, and we intend to vigorously defend agairetith We filed a response to the complaint in theafof 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, 2200n July 24, 2012, the court issued a
ruling allowing the EEOC to file an amended compi@iontaining additional information sufficientieeet the standard for stating a claim of
age discrimination against Texas Roadhouse. TH@Efed an amended complaint on August 27, 20XPvea filed a renewed motion to
transfer the case to Louisville, KY on Septembe2(,2. Based on the preliminary status of thig@natve cannot estimate the possible am
or range of loss, if any, associated with this pratt

On January 19, 2011, a Massachusetts putative atdiss was filed styledenna Crenshaw, Andrew Brickley, et al, and alkath
similarly situated v. Texas Roadhouse, Inc., T&@adhouse Holdings, LLC, Texas Roadhouse of Eyktaitand Texas Roadhouse
Management Corp., d/b/a Texas Roadhc. The complaint was filed in the United States fistCourt, District of Massachusetts. The
complaint alleged a failure to comply with Massas#tts wage laws specifically that we improperlyretigpooled tips with ineligible
employees. On April 30, 2012, the parties filedetti8ment Agreement (the “Agreement”) seeking pnglary court approval to settle the
lawsuit; the court approved the Agreement on Selpggr, 2012, and subsequently dismissed the comiplainder the Agreement, the
company agrees to pay $5.0 million, which inclugdagment of the plaintiffs’ attorneys’ fees, paymehexpenses to administer the settlemen
and individual payments to resolve the claims o¥ees employed in Massachusetts restaurants frommadg 18, 2005 through September 5,
2012, the date of final court approval. As a restithe Agreement, as previously reported, we hragerded a $5.0 million charge in the first
quarter of 2012 which is included in general anchimistrative expenses in our condensed consolidatgdments of income and
comprehensive income.

We are involved in various other claims and legdioms arising in the normal course of businesshénopinion of management, the
ultimate disposition of these matters will not haveaterial effect on our consolidated financiadipon, results of operations or cash flows.
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(8) Related Party Transactions

The Longview, Texas restaurant, which was acquiseds in connection with the completion of ourialipublic offering, leases the land
and restaurant building from an entity controllgdSteven L. Ortiz, our Chief Operating Officer. Tlease term is 15 years and will terminate
in November 2014. The lease can be renewed foatWditional terms of five years each. Rent is appnakely $19,000 per month. The lease
can be terminated if the tenant fails to pay thm 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 eadch@fl3 week periods ending
September 25, 2012 and September 27, 2011. Fbroddlce 39 week periods ended September 25, 20d Saptember 27, 2011, rent
payments were $0.2 million.

The Bossier City, Louisiana restaurant, of whicev@h L. Ortiz beneficially owns 66.0% and we owdb, leases the land and restaurant
building from an entity owned by Mr. Ortiz. Theake term is 15 years and will terminate on March2Z®20. Rent is approximately $16,600
per month and escalates 10% each five year petiodgithe term. The next rent escalation is indbeond quarter of 2015. The lease can be
terminated if the tenant fails to pay rent on aeliyrbasis, fails to maintain insurance, abandoagptoperty or becomes insolvent. Total rent
payments were approximately $50,000 for each ol 8week periods ended September 25, 2012 andrBlept7, 2011. For each of the 39
week periods ended September 25, 2012 and Sept@mp2011, rent payments were $0.1 million.

We have 15 franchise and license restaurants ovimedole or part, by certain of our officers, diters or 5% shareholders as of
September 25, 2012 and September 27, 2011. Thésespaid us fees of approximately $0.6 milliovda50.5 million during the 13 week
periods ended September 25, 2012 and Septemb202%, respectively. For the 39 week periods erg@tember 25, 2012 and
September 27, 2011, these entities paid us fegs.dfmillion and $1.6 million, respectively. Assdiosed in note 7, we are contingently liable
on leases which are related to three of theseurestts.

(9) Earnings Per Share

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

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

13 Weeks Endec 39 Weeks Endec
September 25 September 27 September 25 September 27
2012 2011 2012 2011
Options 289,21( 842,30: 293,56: 309,25
Nonvested stoc — — 4,901 47
Total 289,211 842,30 298,46. 309,30:
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The following table sets forth the calculation afighted-average shares outstanding (in thousasd®keaented in the accompanying
condensed consolidated statements of income angrebensive income:

13 Weeks Endec 39 Weeks Endec
September 25 September 27 September 25 September 27
2012 2011 2012 2011

Net income attributable to Texas Roadhouse,

and subsidiarie $ 18,067 $ 15,79¢ $ 57,24¢ $ 51,66
Basic EPS
Weightec-average common shares outstanc 70,48 70,80( 70,00¢ 71,37(
Basic EPS $ 0.2¢ $ 0.2z $ 0.8z $ 0.7z
Diluted EPS:
Weightec-average common shares outstanc 70,48 70,80( 70,00« 71,37(
Dilutive effect of stock options and restrictedcht: 1,44¢ 1,38¢ 1,47¢ 1,53:¢
Share— diluted 71,92¢ 72,18¢ 71,48( 72,90
Diluted EPS $ 0.2t % 0.2z $ 0.8C $ 0.71

(10) Fair Value Measurement

ASC 820,Fair Value Measurements and Disclosu(&SC 820"), establishes a framework for measuffizig value and expands
disclosures about fair value measurements. ASGe8&1iblishes a three-level hierarchy, which reguamre entity to maximize the use of
observable inputs and minimize the use of unobsésvaputs in measuring fair value. The valuatiderarchy is based upon the transparency
of inputs to the valuation of an asset or liabitty the measurement date.

Level 1 Inputs based on quoted prices in active marketglétical assets.
Level 2 Inputs other than quoted prices included withinelel/that are observable for the assets, eithectljror indirectly.
Level 3 Inputs that are unobservable for the asset.

There were no transfers among levels within theviaiue hierarchy during the 13 and 39 week peraated September 25, 2012.

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

Fair Value Measurements

Level September 25, 201 December 27, 201
Interest rate swag 2 $ (4,38) $ (4,247
Deferred compensation pli- asset: 1 8,63¢ 6,74¢
Deferred compensation plan - liabilities 1 (8,639 (6,719
Total $ (4,380 $ (4,217

The fair value of our interest rate swaps wererdgteed based on the present value of expectedefutash flows considering the risks
involved, including nonperformance risk, and usiiigcount rates appropriate for the duration. See &dor discussion of our interest rate
swaps.

The Second Amended and Restated Deferred Compam&dtin of Texas Roadhouse Management Corp., asdaue(the “Deferred
Compensation Plan”) is a nonqualified deferred censation plan which allows highly compensated egg#e to defer receipt of a portion of
their compensation and contribute such amounts¢ooo more investment funds held in a rabbi thi&t.report the accounts of the rabbi trust
in our condensed consolidated financial statem@isse investments are considered trading secusitid are reported at fair value based on
third-party broker statements. The realized angalized holding gains and losses related to the@stments, as well as the offsetting
compensation expense, are recorded in generaldmithigtrative expense in the condensed consolidstegdments of income and
comprehensive income.
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The following table presents the fair values for fimancial assets and liabilities measured onra@xurring basis:

Fair Value Measurements

Level September 25, 201 December 27, 201
Long-lived assets held for sa 2 $ 1,39¢ % 1,39¢
Long-lived assets held for ut 2 94¢€ 1,015
Goodwill 3 992 992
Total $ 333 $ 3,40;

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

Long-lived assets held for use include buildingyipment and furniture and fixtures and are valugidgiLevel 2 inputs, primarily
independent third party appraisals. These aseeis@uded in Property and equipment in our cosddrconsolidated balance sheets.

Goodwill in the table above relates to two prevlipusmderperforming restaurants in which the camgyialue of the associated goodwill
was reduced to fair value, based on their histbresults and anticipated future trends of operatioThe fair value measurements in the
impairment calculations were based on discountet law estimates using unobservable inputs suehcapitalization rate and an estimated
discount rate.

At September 25, 2012 and December 27, 2011, thedlue of cash and cash equivalents, accountvale and accounts payable
approximated their carrying value based on thetdleom nature of these instruments. The fair vaiieur longterm debt is estimated based
the current rates offered to us for instrumentsimilar terms and maturities. The carrying amowmis related estimated fair values for our «
are as follows:

September 25, 201 December 27, 201
Carrying Carrying
Amount Fair Value Amount Fair Value
Installment loan— Level 2 $ 1527 $ 1,82¢ $ 1,67¢ $ 2,04¢
Revolver— Level 1 50,00( 50,00( 60,00( 60,00(

(11) Stock Repurchase Program

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

We did not repurchase any shares of our commoik stméng the 13 and 39 week periods ended Septethet012 through this
authorized stock repurchase program. For the Eksvended September 27, 2011, we paid approximb2dly. million to repurchase
1,503,400 shares of our common stock. For the &Skeended September 27, 2011, we paid approxy#4él4 million to repurchase
3,003,400 shares of our common stock. The sharebgsed in 2011 were purchased under a previoppiypged program.
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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 ptimes about our industry,
management’s beliefs, and certain assumptions rhgdrs. Words such as “anticipates,” “expects,” tands,” “plans,” “believes,” “seeks,”
“estimates,” “may,” “will” and variations of thesewords or similar expressions are intended to idgrforward-looking statements. In
addition, any statements that refer to expectatipngjections or other characterizations of fut@eents 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 areadliffito predict. Therefore, our actual results bdiffer materially and adversely from those
expressed in any forward-looking statements asalref various factors. The section entitled ‘Rizactors” in our Annual Report on
Form 1(-K for the year ended December 27, 2011, and inotluer Securities and Exchange Commission (“SHilif)gs, discusses some of
important risk factors that may affect our businessults of operations, or financial conditionouw'should carefully consider those risks, in
addition to the other information in this reporfyéin our other filings with the SEC, before deoglto invest in our company or to maintain or
increase your investment. We undertake no obbigat revise or update publicly any forward-lookistgtements for any reason. The
information contained in this Form 10-Q is not argaete description of our business or the risk®eisged with an investment in our common
stock. We urge you to carefully review and cordtilde 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 candit

OVERVIEW

Texas Roadhouse is a growing, moderately pricédsé@rvice restaurant chain. Our founder, chairmancaief executive officer, W. Ketr
Taylor, started the business in 1993 with the amgoi the first Texas Roadhouse in Clarksvillejémé. Since then, we have grown to 384
restaurants in 47 states and one internationatitecaOur mission statement is “Legendary Foodydralary Service®.” Our operating strategy
is designed to position each of our restaurantee@acal hometown destination for a broad segroBnbnsumers seeking high quality,
affordable meals served with friendly, attentivevem. As of September 25, 2012, our 384 restaaractuded:

» 312 “company restaurants,” of which 298 were whollyned and 14 were majority-owned. The resultsparations of company restaurants
are included in our condensed consolidated stateneéincome and comprehensive income. The podfancome attributable to minority
interests in company restaurants that are not yruolined is reflected in the line item entitled “Nietome attributable to noncontrolling
interests” in our condensed consolidated statentdriteome and comprehensive income.

72 “franchise restaurants,” of which 71 were fraselrestaurants and one was a license restauranawé a 5.0% to 10.0% ownership
interest in 22 franchise restaurants. The incoereveld from our minority interests in these frarsghiestaurants is reported in the line item
entitled “Equity income from investments in uncolidated affiliates” in our condensed consolidatetesments of income and comprehensive
income. Additionally, we provide various managemnsarivices to these franchise restaurants, as wekween additional franchise restauran
which we have no ownership interest.

We have contractual arrangements which grant usgheto acquire at prdetermined valuation formulas (i) the remainingiggimterests
in 12 of the 14 majority-owned company restauraasl (ii) 65 of the franchise restaurants.

Presentation of Financial and Operating Data

Throughout this report, the 13 weeks ended SepteBHhe2012 and September 27, 2011 are referresl @3s2012 and Q3 2011,
respectively, and the 39 weeks ended Septemb@022,and September 27, 2011 are referred to as¥Y0D2and 2011 YTD.

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

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

Expanding Our Restaurant Bas@Ve will continue to evaluate opportunities to eley Texas Roadhouse restaurants in existing and ne
domestic and international markets. Domestically will remain focused primarily on mid-sized maskethere we believe a significant
demand for our restaurants exists because of pipulsize, income levels, the presence of shopairjentertainment centers and a signifi
employment base. Our ability to expand our rest@ubase is influenced by many factors beyond ontrol and therefore we may not be able
to achieve our anticipated growth.
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Our average capital investment for Texas Roadhmsaurants opened during 2011, including pre-opeexpenses, was $3.8 million.
This average includes 10 times the annual basearsatint for restaurants where we do not own the. |alle anticipate that our 2012
development costs will be fairly consistent witlr @011 costs. We continue to focus on driving saled managing restaurant development
costs in order to further increase our restauramélbpment in the future.

We may, at our discretion, add franchise restagralmestically and/or internationally, primariljtvfranchisees who have demonstratec
prior success with the Texas Roadhouse or otht&azuesit concepts and in markets in which the freseehdemonstrates superior knowledge o
the demographics and restaurant operating condititmconjunction with this strategy, we signed finst 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 cadimhg restaurant operator in China for
the minority ownership in three non-Texas Roadhaeastaurants, two of which were open as of theddr@3 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 384 restaurants we ownec
operated at September 25, 2012, we operated 3Béxas Roadhouse restaurants, while three operathet the name of Aspen Creek. We
have opened 18 restaurants in 2012 YTD and we mlynelan to open approximately 25 restaurantsOh2 all of which will be company-
owned Texas Roadhouse restaurants. In additiomniveipate our existing franchise partners wilkngwo Texas Roadhouse restaurants in
2012. We currently plan to open approximately @Spany restaurants in 2013, all of which will bexd® Roadhouse restaurants. In addition
we anticipate our existing franchise partners ofilen as many as four Texas Roadhouse restaura2@d &

Maintaining and/or Improving Restaurant Level Ptalffility. We plan to maintain, or possibly increase, restatievel profitability
through a combination of increased comparable westd sales and operating cost management. In @3, 2Qir average unit volumes and
comparable restaurant sales increased 3.3% and Be8pectively, for Texas Roadhouse restauramt2012 YTD, our average unit volumes
and comparable restaurant sales increased 4.4%.8&18d, respectively. The growth in these measweesprimarily due to a combination of
menu price increases taken throughout 2011 and 2i@1® with higher guest traffic counts. In arpefto partially offset inflationary
pressures, we increased menu prices approxima@dy i early 2012 and 2.5% to 3.0% during 2011gdneral, we continue to balance the
impacts of inflationary pressures with our valusiponing as we remain focused on the long-terntssg of Texas Roadhouse. This may
create a challenge in terms of maintaining andforeiasing restaurant margins, as a percentagéesf saany given year, depending on the
level of inflation we experience. However, in adidi to restaurant margin, as a percentage of sakeslso focus on restaurant margin growth
per store week as a measure of restaurant levidigtnitity. In terms of driving higher guest traffcounts, we remain focused on encouraging
repeat visits by our guests through our continu@dmitment 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 increasiahaency of visits of our existing guests.

Leveraging Our Scalable InfrastructureTo support our growth, we continue to make investts in our infrastructure. Over the past
several years, we have made significant investmerdar infrastructure, including information systs, real estate, human resources, legal,
marketing and operations. Our goal is to have geraerd administrative costs increase at a slowewxtyr rate than our revenue. Whether we
are able to continue leveraging our infrastructvitedepend, in part, on our new restaurant opesiaigd our comparable restaurant sales
growth rate going forward. In 2012, we anticipate general and administrative costs will increaisa 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 returpiteato our shareholders through the payment of
dividends and/or repurchases of common stock. taféesl paying dividends in 2011. During 2011, welaeed dividends of $22.5 million, or
$0.32 per share of common stock ($0.08 per sharquaeter). On August 16, 2012, our Board of Dives authorized the payment of a cash
dividend of $0.09 per share of common stock. Plagment of $6.4 million was distributed on Septenft& 2012, to shareholders of record a
the close of business on September 12, 2012. @tilardtion and payment of cash dividends on oumsomstock is at the discretion of our
Board of Directors, and any decision to declarévaldnd will be based on a number of factors, idalg, but not limited to, earnings, financial
condition, applicable covenants under our credilitg and other contractual restrictions, or otfestors deemed relevant. During the first
three quarters of 2012, we have declared dividen@49.0 million, or $0.27 per share of common kt(%0.09 per share per quarter).

On February 16, 2012, our Board of Directors appdoa stock repurchase program under which we npaycbase up to $100.0 million
our common stock. Any repurchases will be madeutin open market transactions. As of Septembe2@E, $100.0 million remains
authorized for repurchase. Since 2008, we hawk$iHL6.1 million to repurchase 10.5 million shasEsur common stock at an average price
per share of $11.08 through our authorized stoplindhase programs.

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
fiscal period. For company restaurant openingsnaari pre-opening costs, which are defined belovigreethe restaurant opens.
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Typically new restaurants open with an initial stgv period of higher than normalized sales volunadsch decrease to a steady level
approximately three to six months after openingwkleer, although sales volumes are generally higiteare initial costs, resulting in
restaurant operating margins that are generallgtauring the startp period of operation and increase to a steadl Epproximately three 1
six months after opening.

Comparable Restaurant Sales Growtlt.omparable restaurant sales growth reflects thagdin year-over-year sales for the company
restaurants in the comparable restaurant base efifreedhe comparable restaurant base to includeethestaurants open for a full 18 months
before the beginning of the current interim pemadluding restaurants closed during the period. @amable restaurant sales growth can be
impacted by changes in guest traffic counts orlmnges in the per person average check amount. ptemaichanges and the mix of menu
items sold can affect the per person average ciyeckint.

Average Unit Volume.Average unit volume represents the average amagtdurant sales for company-owned Texas Roadhouse
restaurants open for a full six months before thgifming of the period measured. Average unit vel@xcludes sales on restaurants closed
during the period. Growth in average unit volurimeexcess of comparable restaurant sales grovgérisrally an indication that newer
restaurants are operating with sales levels inssxoéthe company average. Conversely, growth éname unit volumes less than growth in
comparable restaurant sales growth is generaligdication that newer restaurants are operating sales levels lower than the company
average.

Store Weeks.Store weeks represent the number of weeks thiatasapany restaurants were open during the rempptémiod.

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

Other Key Definitions

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

Franchise Royalties and FeeDomestic franchisees typically pay a $40,000ahftanchise fee for each new restaurant. Intaufdiat
each renewal period, we receive a fee equal tgrbater 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 andrbge costs.

Restaurant Labor ExpensesRRestaurant labor expenses include all directiagidect labor costs incurred in operations exdepprofit
sharing incentive compensation expenses earnedrxgstaurant managers. These profit sharing exgesre reflected in restaurant other
operating expenses. Restaurant labor expensemalsde share-based compensation expense retatedtaurant-level employees.

Restaurant Rent Expensdrestaurant rent expense includes all rent agedcidth the leasing of real estate and include® ppercentage
and straight-line rent expense.

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

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

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

Impairment and closure costémpairment and closure costs include any impairneéiing-lived assets, including goodwill, assoetht
with restaurants where the carrying amount of #setis not recoverable and exceeds the fair \adltlee asset and expenses associated with
the closure of a restaurant. Closure costs aldade any gains or losses associated with thead@eclosed restaurant and/or assets held for
sale.
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General and Administrative Expense&eneral and administrative expenses (“G&A”) asmprised of expenses associated with corpora
and administrative functions that support developinagd restaurant operations and provide an imfretstre to support future growth.
Supervision and accounting fees received from iteftanchise restaurants and license restauraatsftget against G&A. G&A also includes
share-based compensation expense related to eseofficers, support center employees and area gesisgincluding market partners.

Interest Expense, Netinterest expense includes the cost of our deljations including the amortization of loan feesduced by interest
income and capitalized interest. Interest inconctudes earnings on cash and cash equivalents.

Equity Income from Unconsolidated Affiliateg\s of September 25, 2012 and September 27, 204 bwned a 5.0% to 10.0% equity
interest in 22 and 21 franchise restaurants, réispc Additionally, as of September 25, 2012, gvened a 40% equity interest in two non-
Texas Roadhouse restaurants as part of a jointireeagreement with a casual dining restaurant ¢geiraChina. Equity income from
unconsolidated affiliates represents our percershgee of net income earned by these unconsoliddfiGidtes.

Net Income Attributable to Noncontrolling Interestilet income attributable to noncontrolling intésa®presents the portion of income
attributable to the other owners of the majorityred or controlled restaurants. Our consolidatédisliaries at September 25, 2012 included
15 majority-owned restaurants, 14 of which werenop®ur consolidated subsidiaries at Septembe2@¥] included 11 majority-owned
restaurants, all of which were open.

Managing Partners and Market PartnerdManaging partners are single unit operators wh@tprimary responsibility for the day-tiay
operations of the entire restaurant and are regierfer maintaining the standards of quality amdfprmance we establish. Market partners,
generally, have supervisory responsibilities fotad0 to 14 restaurants. In addition to supemgthe operations of our restaurants, they are
also responsible for the hiring and developmergawh restaurant’s management team and assist metheestaurant site selection process.
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Results of Operations

13 Weeks Endec 39 Weeks Endec
September 25, 201 September 27, 201 September 25, 201 September 27, 201
($ in thousands) $ % $ % $ % $ %
Revenue
Restaurant sale 306,02! 99.1 266,87: 99.1 945,58 99.1 825,28 99.1
Franchise royalties and fe 2,631 0.€ 2,37¢ 0.6 8,21 0.€ 7,32 0.€
Total revenue 308,65t 100.( 269,25: 100.( 953,80( 100.( 832,61( 100.(
Costs and expense
(As a percentage of restaurant sal
Restaurant operating cos
Cost of sale: 102,93( 33.¢ 88,94« 33.c 319,44! 33.¢ 274,75 33.c
Labor 91,50: 29.¢ 78,91¢ 29.€ 278,08 29.4 244.55! 290.¢
Rent 6,48¢ 2.1 5,79¢ 2.2 19,12 2.C 17,15¢ 2.1
Other operating 50,18: 16.4 45,11 16.€ 151,96 16.1 136,33: 16.5
(As a percentage of total revent
Pre-opening 2,45¢ 0.€ 3,321 1.2 8,82 0.¢ 7,41 0.¢
Depreciation and amortizatic 11,82¢ 3.€ 10,57: 3.¢ 34,72: 3.€ 31,72« 3.€
Impairment and closut 24 NM 13 NM 63 NM 59 NM
General and administrati 15,50! 5.C 13,49¢ 5.C 53,18¢ 5.€ 43,59¢ 5.2
Total costs and expens 280,92: 91.( 246,18: 91.4 865,41 90.7 755,58 90.7
Income from operation 27,73¢ 9.C 23,07: 8.€ 88,38t 9.8 77,02¢ 9.8
Interest expense, n 603 0.2 66¢ 0.2 1,77¢ 0.2 1,77¢ 0.2
Equity income from investments in
unconsolidated affiliate (141) NM (71) NM (309 NM (2717) NM
Income before taxe 27,27: 8.8 22,47 8.2 86,91( 9.1 75,52« 9.1
Provision for income taxe 8,77¢ 2.8 6,05¢ 2.2 27,81¢ 2.€ 21,93¢ 2.€
Net income including noncontrollir
interests 18,49- 6.C 16,41¢ 6.1 59,09t 6.2 53,59( 6.4
Net income attributable 1
noncontrolling interest 427 0.1 61€ 0.2 1,84¢ 0.2 1,92 0.2
Net income attributable to Tex
Roadhouse, Inc. and subsidiar 18,06-‘ 5.¢C 15,795 5.¢ 57,24( 6.C 51,66-‘ 6.2

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 accordandh W.S. Generally Accepted Accounting Principl&SAAP”) throughout this document, the
Company has provided non-GAAP measurements whiesepit operating results on a basis before the ingbacsettlement of a legal matter.
This item is described in further detail throughtiis document.

The Company used earnings before the impact detia settlement as a key performance measuresoftseof operations for purposes of
evaluating performance internally. This nGAAP measurement is not intended to replace theepttation of our financial results in accordz
with GAAP. Rather, the Company believes that thesentation of results before the impact of thellegtlement provides additional
information to facilitate the comparison of pasti gmesent operations, excluding items that the Gamploes not believe are indicative of our
ongoing operations in the 39 weeks ended SepteRih&012.

39 weeks ende:
September 25, 201. September 27, 201

$ $

Net income attributable to Texas Roadhouse, Ind.sasidiaries
excluding settlement char 60,30¢ 51,66
Amount reserved for settlement of a legal mattet,afi tax (1) (3,067 —
Net income attributable to Texas Roadhouse, Ind.sabsidiarie! 57,24¢ 51,66°
Weighted average diluted shares outstan 71,48( 72,90:
Diluted earnings per share, excluding settlemeatg 0.84 0.71
Impact of settlement charge on diluted earningsshare (0.09 —
0.8C 0.71

(1) Amount reserved in the first quarter of 2012 fag frettlement of a legal matter was $5.0 milliorobethe statutory
income tax rate. The settlement is included inegalnadministrative costs in our condensed conatitistatements of
income and comprehensive income.

Restaurant Unit Activity

Company Franchise Total
Balance at December 27, 2011 294 72 36€
Openings— Texas Roadhous 18 — 18
Openings— Aspen Creel — — —
Acquisitions (Dispositions — — —
Closures — — —
Balance at September 25, 2012 312 72 384
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Q3 2012 (13 weeks) Compared to Q3 2011 (13 weeksii 2012 YTD (39 weeks) Compared to 2011 YTD (39 wes

Restaurant Sales.Restaurant sales increased by 14.7% in Q3 20&@rapared to Q3 2011 and 14.6% in 2012 YTD comptr@d11l
YTD. These increases were primarily attributabléhie opening of new restaurants and an increaseeirage unit volumes, primarily

comparable restaurant sales.

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

Q32012 Q32011 2012 YTD 2011 YTD
Increase in store wee 10.€% 5.6% 9.€% 5.1%
Increase in average unit volurnr 3.2% 4.2% 4.4% 4.7%
Other (1) 0.5% (0.2)% 0.6% (0.9)%

Total increase in restaurant sa 14.1% 9.6% 14.€% 9.5%
Store week: 4,041 3,64 11,85¢ 10,81¢
Comparable restaurant sales gro 3.€% 4.C% 4.8% 4.4%
Texas Roadhouse restaurants o

Comparable restaurant sales gro 3.€% 4.1% 4.8% 4.4%

Average unit volume (in thousanc $ 98: % 952 % 3,10z $ 2,972

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

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

The increase in average unit volumes for Q3 2012012 YTD was primarily driven by positive compalearestaurant sales, partially
offset by lower year-over-year sales for the nesgstaurants included in our average unit voluméskeluded from comparable restaurant
sales. Comparable restaurant sales of 3.6% in0Q3 @nd 4.8% in 2012 YTD were primarily due to @&ses in our per person average checl
of 2.9% in Q3 2012 and 3.6% in 2012 YTD, along witbreases in guest traffic counts. The menu priceeases we have taken in the first
quarter of 2012 and throughout fiscal 2011 areigithe increase in our per person average ch@gkincreased menu prices in the first
quarter of 2012 approximately 2.2%. In 2011, weréased menu prices approximately 2.5% to 3.0% jwsthover 1% during the first quarter
of the year and the remaining during the third mudth quarters of the year. These menu pricecies were taken as a result of inflationary
pressures, primarily commodities.

The increase in average unit volumes for Q3 20112811 YTD was primarily driven by positive compalearestaurant sales, along with
higher year-over-year sales for the newer restasiiaoluded in our average unit volumes but exdlfilem comparable restaurant sales.
Comparable restaurant sales of 4.0% in Q3 201H4at¥ in 2011 YTD were primarily due to increasesim guest traffic counts of 2.0% in
Q3 2011 and 3.2% in 2011 YTD, along with an incesiasour per person average check driven by meige prcreases taken in the first qua
of 2011 as previously discussed.

In 2012, we plan to open approximately 25 compasyaurants, 18 of which opened in 2012 YTD. WeeHaagun construction for all the
remaining planned restaurant openings. Additignale currently plan to open approximately 28 comypestaurants in 2013.

Franchise Royalties and Feed:ranchise royalties and fees increased by $0I®mior by 10.6%, in Q3 2012 from Q3 2011 and
increased by $0.9 million, or by 12.1% in 2012 Y#rBm 2011 YTD. These increases were primarilyilaitable to an increase in average uni
volumes. Franchise comparable restaurant salessised 4.9% and 5.5% in Q3 2012 and 2012 YTD, otispdy. Franchise restaurant count
activity is shown in the restaurant unit activiapke above.

Restaurant Cost of SalesRestaurant cost of sales, as a percentage afirast sales, increased to 33.6% in Q3 2012 froi3083 Q3
2011 and increased to 33.8% in 2012 YTD from 331834011 YTD. These increases were primarily atiidble to commodity inflation of
approximately 5.5% for the quarter and approxinyaeb% year-to-date, partially offset by the impatimenu pricing actions in 2012 and
2011 and the benefit of favorable mix shift. Itiia was driven by higher food costs on items saglpork and beef, partially offset by lower
costs for certain produce items, specifically pmeat The benefit of favorable mix shift was priityadriven by the addition of pictures to the
menu in late January 2012 which has resulted indrigales for the items shown. These items haligtgly lower food cost, as a percentage
of sales, than other items within the same category

21




Table of Contents

For the remainder of 2012, we have fixed price i@mts for approximately 75% of our overall food tspencluding approximately 90% of
our beef, with the remainder subject to fluctuatingrket prices. We expect commodity cost inflatid16.5% to 7.0% for full year 2012. For
2013, we anticipate commodity cost inflation wid 6.0%-8.0% driven by expectations for higher luests.

Restaurant Labor ExpensesRRestaurant labor expenses, as a percentagetadinast sales, increased to 29.9% in Q3 2012 caedpar
29.6% in Q3 2011 and decreased to 29.4% 2012 Yol £29.6% in 2011 YTD. The increase in Q3 2012 prasarily driven by higher
workers’ compensation costs, labor inefficiencissogiated with recently opened restaurants ancehimyerage wage rates, partially offset by
the benefit from an increase in average unit vokim&orkers’ compensation costs were $0.7 millighér in Q3 2012 as a result of a $0.6
million credit recorded in Q3 2011 due to bettexiwls experience.

The decrease in 2012 YTD was primarily driven byramease in average unit volumes, partially offsetabor inefficiencies associated
with recently opened restaurants and higher avesage rates. The timing of restaurant openin@gdihl and 2012 YTD led to an increase in
labor inefficiencies, as a percentage of restawaless, in Q3 2012 and 2012 YTD. Typically, restats open with an initial start-up period of
higher than normalized sales volumes and higher tleamalized labor costs, as a percentage of nestasales.

We anticipate our labor costs will be pressuredughout the remainder of 2012 by inflation duetadesmandated increases in minimum
and tip wage rates. For full year 2012, we do ekfleese increases in costs will be offset by mmneing actions taken in the first quarter of
2012, along with guest traffic growth.

In 2013, we anticipate our labor costs will be pteed by inflation due to increases in minimum &pdvage rates. These increases in
costs may or may not be offset by additional memeepadjustments and/or guest traffic growth.

Restaurant Rent Expensdrestaurant rent expense, as a percentage afin@stsales, decreased to 2.1% in Q3 2012 compauz@% in
Q3 2011 and decreased to 2.0% in 2012 YTD compar2di% in 2011 YTD. The benefit from an increasaverage unit volumes was
partially offset by the impact of leasing more lard buildings than we have in the past.

Restaurant Other Operating Expensdiestaurant other operating expenses, as a pereesftagstaurant sales, decreased to 16.4% in Q
2012 from 16.9% in Q3 2011 and decreased to 162012 YTD from 16.5% in 2011 YTD. These decreasee primarily attributable to
increase in average unit volumes and lower utildgts and credit card fees, partially offset byhbigproperty tax costs and an increase in I¢
associated with the disposal of assets. Propaxtgdsts were higher due to credits recorded i2@3, while utility costs were lower primat
due to lower electricity and natural gas pricasaddition, we continue to experience lower credid fees due to regulatory changes related t
debit card interchange fees that took effect inoBet 2011.

Restaurant Pre-opening ExpenseBreopening expenses decreased to $2.5 million in Q2 2@m $3.3 million in Q3 2011 and increa
to $8.8 million in 2012 YTD from $7.4 million in 24 YTD. The change in pre-opening expenses in @2 2nd 2012 YTD is primarily
attributable to the timing of restaurant openirfgetighout 2012 compared to 2011. We opened tlestaurants in Q3 2012 and plan to open
seven restaurants in the fourth quarter of 2012chvis less than the five restaurants and tenuestds opened in Q3 2011 and the fourth
quarter of 2011, respectively. As a result, preropg expenses were lower in Q3 2012 than in Q3 2®owever, pre-opening expenses are
higher in 2012 YTD, since we have opened 18 compastaurants in 2012 YTD compared to 10 compartaueants in 2011 YTD. Pre-
opening costs will fluctuate from period to pertmased on the number and timing of restaurant ogsrand the number and timing of
restaurant managers hireddased on our increased restaurant development, pl@nsxpect pre-opening expenses to be higheris.20

Depreciation and Amortization Expens®&A, as a percentage of total revenue, decrets8B% in Q3 2012 from 3.9% in Q3 2011 and
decreased to 3.6% in 2012 YTD from 3.8% in 2011 YTAong with an increase in average unit voluntkess, decrease was primarily due to
lower depreciation expense, as a percentage ofuey®n older restaurants as depreciation expenskartlived assets, such as equipment
ended. The decrease was partially offset by higbepreciation, as a percentage of revenue, at estaurants.

General and Administrative Expense$s&A, as a percentage of total revenue, was unclthags.0% in Q3 2012 compared Q3 2011 an
increased to 5.6% in 2012 YTD from 5.2% in 2011 YTD

In Q3 2012, the benefit from an increase in averagevolumes was offset by higher costs associaftishare-based compensation and
legal fees. In 2012 YTD, the increase was primaaitributable to a one-time, pre-tax charge o03aillion ($3.1 million aftertax) recorded il
the first quarter of 2011 related to the settlenudrat previously disclosed legal matter. This gleanad a $0.04 impact on diluted earnings per
share in 2012 YTD. This increase was offset bjnarease in average unit volumes and lower cosdgeceto our annual managing partner
conference in the second quarter of 2012.

We expect share-based compensation costs to bexapptely $1.8 million higher in 2012 compared @il2 primarily driven
by a higher stock price associated with a gramestricted stock units on January 7, 2012 in castjon with the execution of certain
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executive employment contracts at the beginning0df2. Overall, in 2012, we expect total G&A costs;luding the legal settlement charge
increase at a slower growth rate than our revenue.

Based on the location of our annual managing padoeference in the second quarter of 2013, we@xpese costs to be higher in 2013
compared to 2012.

Interest Expense, Netlnterest expense remained relatively flat at $8iléon in Q3 2012 compared to $0.7 million in Q811 and was
unchanged at $1.8 million in 2012 YTD and 2011 YTIR.Q3 2012, a decrease in amortization expensepasially offset by an increase in
expense attributable to higher interest rates ahebeease in capitalized interest. In 2012 YTBeerease in amortization expense, along with
an increase in capitalized interest was offsetrbinarease in expense attributable to higher istemes.

Income Tax Expens@ur effective tax rate increased to 32.7% in Q320&m 27.7% in Q3 2011 and increased to 32.790122YTD
from 29.8% in 2011 YTD. The increase in Q3 2012 weamarily attributable to the loss of the HIREt&dion tax credit, lower FICA tip and
Worker Opportunity tax credits (“WOTC") as a pertzge of pre-tax income, and higher non-deductiffiees’s compensation. The increase
in 2012 YTD was primarily attributable to the la¥fsthe HIRE Retention tax credit, higher non-dethletofficer's compensation and lower
WOTC as a percentage of pre-tax income, partidfised by higher FICA tip credits.

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

We expect the tax rate to be approximately 32.9%.0% for fiscal 2012 compared to 29.5% in fisddl P due to lower federal tax credits
and an expected increase in non-deductible ofScampensation. For 2013, we expect the tax odbe approximately 32.5% to 33.0%.

Liquidity and Capital Resources

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

39 Weeks Endec

September 25, 201 September 27, 201
Net cash provided by operating activit $ 92,26 $ 81,00¢
Net cash used in investing activiti (62,89) (51,66¢)
Net cash used in financing activiti (18,785 (55,887)
Net increase (decrease) in cash and cash equis $ 10,58¢ $ (26,542)

Net cash provided by operating activities was $92ilBon in 2012 YTD compared to $81.0 million i®21 YTD. This increase was
primarily due to an increase in net income drivgralzontinued growth in overall sales combined witfher restaurant level profitability. The
continued opening of new restaurants and an inensasomparable restaurant sales drove our sabeglyr

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

Net cash used in investing activities was $62.9%ianilin 2012 YTD compared to $51.7 million in 20¥YTD. This increase was primarily
due to spending on capital expenditures as a resiltreased spending on the refurbishment oftiexjgestaurants, such as remodeling, roomn
additions and other general maintenance, and nestaurant openings. We plan to open approximatehestaurants in 2012 as compared to
20 restaurants in 2011. We have opened 18 restatlira2012 YTD compared to 10 restaurants in 201D.

We require capital principally for the developmehhew company restaurants and the refurbishmeexisting restaurants. We either
lease our restaurant site locations under operéasgs for periods of five to 30 years (includiagewal periods) or purchase the land where |
is cost effective. As of September 25, 2012, 12thef312 company restaurants have been developkshdrvhich we own.
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The following table presents a summary of capixglemditures related to the development of new veatds, the refurbishment of existing
restaurants and the acquisition of franchise reatdsi

(in 00C's) 2012 YTD 2011 YTD

New company restaurar $ 41,678 $ 39,62¢
Refurbishment of existing restaurants (1) 21,47: 12,21«
Total capital expenditure $ 63,14t $ 51,83¢
Restaurar-related repairs and maintenance expens $ 10,33¢  $ 9,20¢

(1) Includes minimal capital expenditures relategupport center office
(2) These amounts were recorded as an expense indbime statement as incurr

Our future capital requirements will primarily deygeon the number of new restaurants we open antihtieg of those openings and the
restaurant prototype developed in a given fiscaty€hese requirements will include costs diretlated to opening new restaurants and may
also include costs necessary to ensure that aasinficture is able to support a larger restaurase. In fiscal 2012, we expect our capital
expenditures to be approximately $90.0 million, ttegority of which will relate to planned restaurapenings, including approximately 25 i
approximately 28 restaurant openings in 2012 arid 2@spectively. This amount excludes any casld i@ franchise acquisitions. We
intend to satisfy our capital requirements overrtbet 12 months with cash on hand, net cash pradvigeoperating activities and, if needed,
funds available under our credit facility. For 20We anticipate net cash provided by operatintyities will exceed capital expenditures. We
currently plan to use this excess to pay dividgagsapproved by our Board of Directors) and/or rejpase common stock.

Net cash used in financing activities was $18.8ionilin 2012 YTD as compared to $55.9 million inlI20YTD. This decrease was
primarily due to no repurchases of shares of comstock in 2012 YTD compared to $46.4 million of ueghases in 2011 YTD. The decrease
in share repurchases along with higher proceeds fhe exercise of stock options in 2012 YTD wagiaglly offset by increased payments on
borrowings under our credit facility and an additibdividend payment in 2012 YTD. We began payiwidends in the second fiscal quarter
of 2011.

On February 16, 2012, our Board of Directors appdoa stock repurchase program under which we npayckase up to $100 million of
our common stock. Historically, repurchases ummegrstock repurchase program are made through mpeket transactions. The timing and
the amount of any repurchases will be determinethagagement under parameters established by the BbBirectors, 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 $18.1 million in 2012 Y.TBdditionally, on August 16, 2012, our Board afé&tors authorized the paymen
a cash dividend of $0.09 per share of common stdtks payment of $6.4 million was distributed cep8mber 28, 2012 to shareholders of
record at the close of business on September 12, 20he declared dividends are included as dlilialri our condensed consolidated balance
sheet as of September 25, 2012.

In 2012 YTD, we paid distributions of $2.2 millida equity holders of 12 of our majority-owned compaestaurants. In 2011 YTD, we
paid distributions of $1.8 million to equity holdesf 11 of our majority-owned company restaurants.

On August 12, 2011, we entered into a $200.0 milfive-year revolving credit facility with a syndite of commercial lenders led by
JPMorgan Chase Bank, N.A., PNC Bank, National Asdion, 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 Offering Rate (“LIBQ plus a margin of 0.875% to 1.875%, depending orlexarage ratio, or the Alterne
Base Rate, which is the higher of the issuing bmpkime lending rate, the Federal Funds rate pb@% 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@4A & 0.350% per year on any unused
portion of the facility, depending on our leveragio. The weighted-average interest rate foréwelver at September 25, 2012 and
December 27, 2011 was 3.96% and 3.20%, respectimeluding the impact of interest rate swaps dised below. At September 25, 2012,
we had $50.0 million outstanding under the creatiflity and $145.8 million of availability, net &.2 million of outstanding letters of credit.

The lenders’ obligation to extend credit underftimdlity depends on us maintaining certain finahc@enants, including a minimum
consolidated fixed charge coverage ratio of 2.00.60 and a maximum consolidated leverage rat&@d to 1.00. The credit facility permits
us to incur additional secured or unsecured indigtates outside the facility, except for the incuceenf secured indebtedness that in the
aggregate exceeds 20% of our consolidated tangdtlevorth or circumstances where the incurrenceofired or unsecured indebtedness
would prevent us from complying with our financtalvenants. We were in compliance with all covesastof September 25, 2012.
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At September 25, 2012, in addition to the amountstanding on our credit facility, we had variodlsey notes payable totaling $1.5
million with interest rates ranging from 10.46%110.80%. Each of these notes related to the fimaneof specific restaurants. Our total
weighted-average effective interest rate at Septer2b, 2012 was 4.16%, including the impact ofriedgerate swaps discussed below.

On October 22, 2008, we entered into an interéstawap, 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 satap as a cash flow hedge of our exposure 1
variability in future cash flows attributable taémnest payments on a $25.0 million tranche of ffmptate debt borrowed under our revolving
credit facility. Under the terms of the swap, veg @ fixed rate of 3.83% on the $25.0 million noibamount and receive payments from the
counterparty based on the 1-month LIBOR rate fiaran ending on November 7, 2015, effectively resglin a fixed rate LIBOR component
of the $25.0 million notional amount. Our countetpan this interest rate swap is JPMorgan ChasekBH.A.

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

Contractual Obligations

The following table summarizes the amount of paytsielme under specified contractual obligationsfé®eptember 25, 2012:

Payments Due by Perioc

Less than 1-3 35 More than
Total 1 year Years Years 5 years
(in thousands)

Long-term debt obligation $ 51527 % 22  $ 52 $§ 50,34¢ $ 432
Capital lease obligatior 154 10€ 48 — —
Interest (1, 11,14 1,95¢ 3,81( 3,71( 1,66¢
Operating lease obligatiol 209,82: 25,00: 47,35’ 40,54¢ 96,91¢
Capital obligations 55,85 55,85 — — —

Total contractual obligations $ 328,49¢ $ 83,13t $ 51,73¢  $ 94,60¢ $ 99,01°

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

Uses interest rates as of September 25, 2012 foraviable rate debt. Interest payments on ouabéa-rate revolving credit facility
balance at September 25, 2012 are calculated loasénd assumption that debt relating to the inteade swaps covering notional amot
totaling $50.0 million remains outstanding untiéthxpiration of the respective swap arrangemenit® interest rates used in determining
interest payments to be made under the interesstrep agreements were determined by taking tHecable fixed rate of each swap plus
the 0.50% margin, which was in effect as of Sep&m@, 2012.

We have no material minimum purchase commitmentis @dr vendors that extend beyond a year. See/mméhe condensed
consolidated financial statements for details oftcactual obligations.

Off-Balance Sheet Arrangements

Except for operating leases (primarily restauraatés), we do not have any off-balance sheet amzeys.
Guarantees

We entered into real estate lease agreementsafueHise restaurants located in Everett, MA, Longm@@®, Montgomeryville, PA, Fargo,
ND and Logan, UT prior to our granting franchisghts for those restaurants. We have subsequersilynesl the leases to the franchisees
we remain contingently liable if a franchisee défaunder the terms of a lease. The Longmont leapées in May 2014, the Everett lease
expires in February 2018, the Montgomeryville leaspires in June 2021, the Fargo lease expireslyn2D16 and the Logan lease expires in

August 2019. As the fair value of these guaranieast considered significant, no liability valbhas been recorded.
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Recently Issued Accounting Standards

Comprehensive | ncome
(ASU 2011-05)

In June 2011, the FASB issued ASU 2011 ®¥esentation of Comprehensive IncomaSU 2011-05 eliminates the option to present the
components of other comprehensive income as péhedftatement of changes in stockholders’ equitych was our presentation, and also
requires presentation of reclassification adjustsiéom other comprehensive income to net incomgherface of the financial statements. In
December 2011, the FASB issued ASU 2011H&Xerral of the Effective Date for Amendments soRinesentation of Reclassifications of Item:
Out of Accumulated Other Comprehensive Income I 2(8.1-05to0 defer the effective date of the specific requieat to present items that
are reclassified out of accumulated comprehensie#ene to net income alongside their respective commapts of net income and other
comprehensive income. All other provisions of tlyiglate are effective for annual and interim rapgrperiods beginning after December 15,
2011 (our 2012 fiscal year). The adoption of tiesv guidance has no impact on our consolidateadiaéposition, results of operations or
cash flows, though it did change our income statgrpeesentation.

Goodwill and Other I ntangibles
(ASU 2011-08)

In September 2011, the FASB issued ASU 2011488&ngibles — Goodwill and Other, Testing Goodfal Impairment, which permits
an entity to make a qualitative assessment of velnetlis 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 determihiairough 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 assessme&his update is effective for annual and
interim goodwill impairment tests performed in isgears beginning after December 15, 2011 (oulZi3tal year). The adoption of this new
guidance has no impact on our consolidated findpaisition, results of operations, cash flows @ctisures.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We are exposed to market risk from changes inéstenates on debt and changes in commodity pr@easexposure to interest rate
fluctuations is limited to our outstanding bank tabd dependent on the interest rate option wesshtiutilize 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
September 25, 2012 there was $50.0 million outéhanander our revolving line of credit which bearterest at approximately 87.5 to 187.5
basis points (depending on our leverage ratios) bNBOR. As of September 25, 2012, our variouseothotes payable totaled $1.5 million
had a weighted average interest rate of 10.56%.

On October 22, 2008, we entered into an interéstawap, starting on November 7, 2008, with a mai@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 taémnest payments on a $25.0 million tranche of ffmptate debt borrowed under our revolving
credit facility. Under the terms of the swap, wg pdixed rate of 3.83% on the $25.0 million noabamount and receive payments from the
counterparty based on the 1-month LIBOR rate fiaran ending on November 7, 2015, effectively resglin a fixed rate on the LIBOR
component of the $25.0 million notional amount.

On January 7, 2009, we entered into another irtesies swap, starting February 7, 2009, with aamati amount of $25.0 million to hedge
a portion of the cash flows of our variable ratedir facility. We have designated the interest satap as a cash flow hedge of our exposure 1
variability in future cash flows attributable taémnest payments on a $25.0 million tranche of ffmptate debt borrowed under our revolving
credit facility. Under the terms of the swap, vey @ fixed rate of 2.34% on the $25.0 million noibamount and receive payments from the
counterparty based on the 1-month LIBOR rate firan ending on January 7, 2016, effectively resglih a fixed rate LIBOR component of
the $25.0 million notional amount.

By using derivative instruments to hedge exposto@&hanges in interest rates, we expose oursadvadlit risk. Credit risk is the failure
of the counterparty to perform under the termsefderivative contract. We minimize the credit fliskentering into transactions with high-
quality counterparties whose credit rating is emtdd on a quarterly basis. Our counterparty iririterest rate swaps is JPMorgan Chase E
N.A.

Many of the ingredients used in the products soldur restaurants are commodities that are sutgeatpredictable price volatility.
Currently, we do not utilize fixed price contrafis certain commodities such as produce and cedaiiry products, therefore, we are subject t
prevailing market conditions when purchasing thiypes of commodities. For other commodities, we legparious purchasing and pricing
contract techniques in an effort to minimize vdigtj including fixed price contracts for terms
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of generally one year or less and negotiating prieith vendors with reference to fluctuating manketes. We currently do not use financial
instruments to hedge commaodity prices, but we ealitinue to evaluate their effectiveness. Extrem#@ long term increases in commodity
prices could adversely affect our future resukpeeially if we are unable, primarily due to coniipet reasons, to increase menu prices.
Additionally, if there is a time lag between theneasing commodity prices and our ability to inseeenu prices or if we believe the
commodity price increase to be short in duratiothwe choose not to pass on the cost increaseshourterm financial results could be
negatively affected.

We are subject to business risk as our beef supplighly dependent upon four vendors. If thesedees were unable to fulfill their
obligations under their contracts, we may encousuieply shortages and incur higher costs to sealgguate supplies, any of which would
harm our business.

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

We have evaluated the effectiveness of the desigroperation of our disclosure controls and prooesipursuant 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@EO") and the Chief Financial Officer
(the “CFO"), our management, including the CEO &, concluded that our disclosure controls andgmtares were effective as of the end
of the period covered by this report.

Changes in internal control

During the period covered by this report, thereensw changes with respect to our internal contvel 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, inaigdislip and fall’ accidents, employment
related claims and claims from guests or emplogdleging illness, 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 afdtesof this report, we are not party to any
litigation that we believe could have a materialerde effect on our business other than the litigadiscussed below.

On September 30, 2011, the U.S. Equal Employmepb@pnity Commission (“EEOC”) filed a lawsuit std&qual Employment
Opportunity Commission v. Texas Roadhouse, InggsTRoadhouse Holdings LLC, Texas Roadhouse Mamrselorp.in the United States
District Court, District of Massachusetts, Civil than Number 1:11-cv-11732. The complaint alleged #ipplicants over the age of 40 were
denied employment in our restaurants in barteridest, server and server assistant positions dtietioage. The EEOC is seeking injunctive
relief, remedial actions, payment of damages tafiicants and costs. We believe we have maviisridefenses to the claims made by the
EEOC, and we intend to vigorously defend againstith We filed a response to the complaint in tlienfof two motions, one to dismiss the
case and one to transfer the case to Louisville, K¥hearing on the motions was held on July 18,2200n July 24, 2012, the court issued a
ruling allowing the EEOC to file an amended compi@iontaining additional information sufficientnieeet the standard for stating a claim of
age discrimination against Texas Roadhouse. Th@Efed an amended complaint on August 27, 20X2vea filed a renewed motion to
transfer the case to Louisville, KY on Septembe2(7,2. Based on the preliminary status of this@naive cannot estimate the possible am
or range of loss, if any, associated with this pratt

On January 19, 2011, a Massachusetts putative atéiss was filed styledenna Crenshaw, Andrew Brickley, et al, and alkosh
similarly situated v. Texas Roadhouse, Inc., T&@adhouse Holdings, LLC, Texas Roadhouse of Eyktaitand Texas Roadhouse
Management Corp., d/b/a Texas Roadhc. The complaint was filed in the United States féstCourt, District of Massachusetts. The
complaint alleged a failure to comply with Massasdtts wage laws specifically that we improperlyretgooled tips with ineligible
employees. On April 30, 2012, the parties filede&l8ment Agreement (the “Agreement”) seeking pmalary court approval to settle the
lawsuit; the court approved the Agreement on Selpger, 2012, and subsequently dismissed the contplainder the Agreement, the
company agrees to pay $5.0 million, which includagment of the plaintiffs’ attorneys’ fees, paymehexpenses to administer the settlemen
and individual payments to resolve the claims o¥ees employed in Massachusetts restaurants frommadg 18, 2005 through September 5,
2012, the date of final court approval. As a restithe Agreement, as previously reported, we hragerded a $5.0 million charge in the first
quarter of 2012 which is included in general anchimistrative expenses in our condensed consolidstegdments of income and
comprehensive income.

ITEM 1A. RISK FACTORS
Information regarding risk factors appears in oundal Report on Form 10-K for the year ended Deaardld, 2011, under the heading
“Special Note Regarding Forward-looking Statemeatsd in the Form 10-K Part |, Iltem 1A, Risk Factofhere have been no material

changes from the risk factors previously discloseaur 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 aizéabius to repurchase up to $10
million of our common stock. Historically, repurces under our authorized stock repurchase programade through open market
transactions. The timing and the amount of anym@mases through this program will be determinedhbypagement under parameters
established by our Board of Directors, based oevigduation of our stock price, market conditiond ather corporate considerations. This
authorization replaced an existing stock repurclpasgram, which had no expiration date and $40l/8amiremaining as of the cancellation
date.

The following table includes information regardimgrchases of our common stock made by us during3heeeks ended September 25,
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 Program
June 27 to July 2 — — — 3 100,000,00
July 25 to August 2 — — — $ 100,000,00
August 22 to
September 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

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

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

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioB8e906 of the Sarbanes-
Oxley Act of 2002

101 The following financial statements from the TexamBhouse, Inc. Quarterly Report on Form 10-Q fergharter ended

September 25, 2012, filed November 2, 2012, foredaitt e Xtensible Business Reporting Language (XBR)Condensed
Consolidated Balance Sheets, (ii) Condensed Calaeli Statements of Income and Comprehensive Ind@ijn€ondensed
Consolidated Statements of Stockholders’ Equits), ondensed Consolidated Statements of Cash Fhovas(v) the Notes to
the Condensed Consolidated Financial Statem
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SIGNATURES

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

TEXAS ROADHOUSE, INC

Date: November 2, 2012 By: /s/ W. KENT TAYLOR

W. Kent Taylor
Chief Executive Office
(principal executive officer

Date: November 2, 2012 By: /s/ G. PRICE COOPER, I
G. Price Cooper, I\
Chief Financial Office
(principal financial officer’
(chief accounting officer
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Exhibit 31.1

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

I, W. Kent Taylor, certify that:
1. | have reviewed this report on Form 10-Q of Texasadhouse, Inc.;

2. Based on my knowledge, this report does not com@ajnuntrue statement of a material fact or omsitéde a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

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

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

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

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 céootrer 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 invedymanagement or other employees who have a sagmiifiole in the registrant’s internal
control over financial reporting.

Date: November 2, 2012 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. | have reviewed this report on Form 10-Q of Texasadhouse, Inc.;

2. Based on my knowledge, this report does not com@ajnuntrue statement of a material fact or omsitéde a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

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

(b) Designed such internal control over financggdorting, or caused such internal control oveariitial reporting to be designed under
supervision, to provide reasonable assurance rieggitie 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 preséntbd report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee 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 ocbotrer 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 ined management or other employees who have aisatifole in the registrargt’internal
control over financial reporting.

Date: November 2, 2012 By: /s/ G. PRICE COOPER, I

G. Price Cooper, I\
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 TexBoadhouse, Inc. (the “Company”), certify, pursuan®ection 906 of the Sarbanes-Oxley
Act of 2002, 18 U.S.C. Section 1350, that:

(1) The Quarterly Report on Form 10-Q of the Compamytie quarterly period ended September 25, 20E2“Rieport”) fully complies with
the requirements of Section 13(a) or 15(d), asieglple, of the Securities Exchange Act of 1934; and

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

Date: November 2, 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 Office Texas Roadhouse, Inc. (the “Company”), cerfiiyrsuant 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 the Compamyttie quarterly period ended September 25, 20E2“Rieport”) fully complies with
the requirements of Section 13(a) or 15(d), asieglple, of the Securities Exchange Act of 1934; and

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

Date: November 2, 2012 By: /s/ G. PRICE COOPER, I

G. Price Cooper I\
Chief Financial Office




