Cracker Barrel Old Country Store, Inc.
305 Hartmann Drive
Lebanon, Tennessee 37087

November 16, 2011

VIA EDGAR

United States Securities and Exchange Commission
Division of Corporation Finance

Office of Mergers and Acquisitions

100 F Street, N.E.

Washington, D.C. 20549

Attn: Mellissa Campbell Duru, Special Counsel

Re: Cracker Barrel Old Country Store, Inc.
Definitive Additional Soliciting Materials on Schedule 14A
Filed November 1 and 8, 2011
File No. 1-25225

Dear Ms. Duru:

On behalf of Cracker Barrel Old Country Store, Inc. (the “Company”), please find below the responses to the comments issued by the staff of the Division
of Corporation Finance (the “Staff”) of the Securities and Exchange Commission (the “Commission”) contained in the Staff’s letter dated November 9, 2011 (the
“Comment Letter”), concerning the Company’s Definitive Additional Soliciting Materials on Schedule 14A filed on November 1 and 8, 2011 (the “Soliciting
Materials™).

For your convenience, we have included the text of the Staff’s comments preceding each of the Company’s responses. Set forth below are the Company’s
responses to the comments presented in the Comment Letter.

Soliciting Materials filed November 1, 2011

1.  Infuture filings, please characterize each statement or assertion of opinion or belief as such, and ensure that a reasonable basis for each opinion or
belief exists. For example, the headings on slides 28, 39 and 41 of the presentation should be recharacterized as your belief in future filings.

Response:

Slide 28. The Company acknowledges the Staff’s comment and, in future filings, the Company agrees to modify its disclosure to ensure that such statement
is explicitly characterized as a statement of the Company’s opinion or belief.



Slides 39 and 41. The Company acknowledges the Staff’s comment but respectfully submits that the referenced headings of slides 39 and 41 are statements
of fact, rather than statements of opinion or belief. In the supplemental materials delivered together with the Company’s letter to the Staff dated

September 12, 2011 (the “September 12 Letter”), the Company provided the Staff with its analysis concerning the competitive relationship between the
Company and Steak n Shake. Additionally, the Company is providing to the Staff on a supplemental and confidential basis (and for which the Company
has requested confidential treatment pursuant to Rule 83 of the General Rules and Regulations of the Commission) additional materials relating to these
matters, including supplemental data underlying the materials previously submitted with the September 12 Letter, which additional materials are attached
as Schedule A to the confidential treatment request provided herewith.

Please provide support for the data presented on slide 16 of the presentation, including the relevant marked pages of the S&P article that support
the graphical data.

Response: The Company is providing to the Staff on a supplemental basis the following supporting materials requested for the data presented on slide 16:
(i) a copy of the S&P Research Insight Methodology marked to show the quoted definition of “Total Return” and (ii) a copy of the Compustat Research
Insight program data reflecting the five-year total shareholder return for the Company and certain of its peers, which are attached hereto as Exhibits A-1
and A-2, respectively.

Please provide us with copies of the materials from which the excerpts were taken on slides 23, 33 and 35.

Response:

Slide 23. The Company is providing to the Staff on a supplemental basis the requested supporting materials for the excerpts provided on slide 23, including
copies of the following:

»  the Morgan Keegan Equity Research Note, dated September 14, 2011, marked to show the quoted language attributed to Robert Derrington, which is
attached hereto as Exhibit B;

»  the Miller Tabak + Co., LLC analyst report, dated September 14, 2011, marked to show the quoted language attributed to Stephen Anderson, which is
attached hereto as Exhibit C;

*  The Tennessean article titled “Cracker Barrel Investor Wants a Juicier Stake,” dated September 14, 2011, marked to show the quoted language
attributed to Robert Derrington, which is attached hereto as Exhibit D;
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+ the KeyBanc Capital Markets Inc. analyst report, dated September 13, 2011, marked to show the quoted language attributed to Brad Ludington,
which is attached hereto as Exhibit E; and

+ the Raymond James & Associates, Inc. Company Comment, dated September 15, 2011, marked to show the quoted language attributed to Bryan
Elliot, which is attached hereto as Exhibit F.

Slide 33. The Company is providing to the Staff on a supplemental basis the requested supporting materials for the excerpts provided on slide 33, including
copies of the following:

+  Steak N Shake’s current report on Form 8-K, filed March 22, 2009, with Exhibit 17.1 attached thereto marked to show the quoted language attributed
to Wayne L. Kelley, which is attached hereto as Exhibit G; and

» the Indianapolis Business Journal article titled “Steak n Shake changing its name, moving HQ to Texas,” dated February 6, 2010, marked to show
the quoted language, which is attached hereto as Exhibit H.

Slide 35. The Company is providing to the Staff on a supplemental basis the requested supporting materials for the excerpts provided on slide 35, including
copies of the following:

*  The Motley Fool article, dated May 11, 2010, marked to show a portion of the quoted language attributed to Richard Gibbons, which is attached
hereto as Exhibit I;

» the Indianapolis Business Journal article titled “Steak n Shake parent postpones meeting amid pay uproar,” dated August 10, 2010, marked to show
the quoted language attributed to Richard Gibbons and the language attributed to Ken Skarbeck, which is attached hereto as Exhibit J. Upon further
review of the materials attached as Exhibit J, the Company notes that a portion of the quotation attributed to Richard Gibbons in Slide 35 was
actually written by Scott Olson, the author of the Indianapolis Business Journal article attached as Exhibit J, and was a characterization by Olson of
Gibbons’s view rather than a direct quotation of Gibbons. The Company regrets the error and, in any future uses of this quotation, will correct the
error by limiting the language attributed to Gibbons; and

» the Noise Free Investments, LLC (NFI) Shareholder Letter to the Board of Directors of Biglari Holdings, dated May 6, 2010, marked to show the
quoted language, which is attached hereto as Exhibit K.

4. Please refer to slide 38 of the materials. In future filings, please avoid statements that imply Mr. Biglari would violate his state law fiduciary duty
of loyalty if elected to the Board. This comment also applies to similar assertions made in the November 8, 2011 materials. Please refer generally to
Note b to Rule 14a-9.



Response: The Company acknowledges the Staff’s comment and, in future filings, the Company agrees to avoid such statements and assertions concerning
Mr. Biglari’s fulfillment of his state law fiduciary duty of loyalty.

Please refer to slide 41. Absent a reasonable basis, the slide should be removed from future filings. In this regard, the basis for your conclusions
that the companies “compete for the same guests” is not apparent based solely on the geographical map presented. For example, advise us of
whether the restaurants are within a certain proximity of each other such that competition for the “same” guests could occur. Also, please
supplementally provide support for your underlying assumption that the profile of the guests that visit each of the respective restaurants is the
“same” in each of the geographical areas you highlight. We may have further comment.

Response: The Company acknowledges the Staff’s comment and respectfully submits that the Company has a reasonable basis for the contents of slide 41.
We respectfully refer the Staff to the Company’s response to the Staff’s first comment, above, as it relates to slide 41, and to the materials provided to the
Staff on a supplemental and confidential basis by the Company and attached as Schedule A to the confidential treatment request provided herewith.

In future filings, please consistently present information regarding how the company intends to accomplish its strategic initiatives. For example,
the letter to shareholders dated November 8, 2011 does not reference the $10 million annual savings the company intends to accomplish through
staff reductions; a fact that was referenced in the company’s investor presentation filed on November 1, 2011.

Response: The Company acknowledges the Staff’s comment regarding consistent presentation of information related to how the Company intends to
accomplish its strategic initiatives. In future filings, the Company agrees to provide additional disclosure as needed to ensure such information is presented
in a consistent manner.

We note the assertions that “Steak & Shake” competes with the company. Although you have set forth the basis for your belief that the restaurants
compete, you have not characterized these assertions as your opinion or belief. In future filings, please characterize all assertions regarding
competition between the companies as that of your opinion or belief.

Response: The Company acknowledges the Staff’s comment and respectfully refers the Staff to the Company’s response to the Staff’s first comment,
above, as it relates to slides 39 and 41.



If you have any questions, please do not hesitate to contact the undersigned at (615) 235-4280 or contact our outside counsel Howard H. Lamar III at
(615) 742-6209 or Scott W. Bell at (615) 742-7942. Thank you in advance for your prompt attention to this matter.

Sincerely,
/s/ N.B. Forrest Shoaf

N.B. Forrest Shoaf
Senior Vice President, Secretary and
Chief Legal Officer

Enclosures

cc:  Eric S. Robinson
Steven A. Rosenblum
Wachtell, Lipton, Rosen & Katz

Howard H. Lamar III
Scott W. Bell
Bass, Berry & Sims PLC

Lawrence E. Hyatt
Senior Vice President and Chief Financial Officer
Cracker Barrel Old Country Store, Inc.



(see attached)



Source: S&P Research Insight Methodology

1 Year Total Return

Mnemonic TRT1Y .

Concept calculation (((PRCCM*TRFM)/(PRCCM*TRFM)
[-12])-1)*100

Units Percentage

The Total Return concepts are annualized rates of return reflecting price appreciation plus
reinvestment of monthly dividends and the compounding effect of dividends paid on reinvested
dividends.

Total returns on the S&P Indexes that have been calculated using Research Insight may differ
from the total returns on the S&P Indexes calculated by Standard & Poor's.

3 Year Total Return

Mnemonic TRT3Y

Concept calculation ((((PRCCM*TRFM)/
(PRCCM*TRFM)[-36])
A1L03.0))-1)%100

Units Percentage

The Total Return concepts are annualized rates of return reflecting monthly price appreciation
plus reinvestment of monthly dividends and the compounding effect of dividends paid on
reinvested dividends.

The concept above adjusts the beginning and ending stock prices by the total return factor for the
corresponding months to account for reinvested dividends, Since it uses the current month stock
price as the ending price and the price from 36 months ago as the beginning price, it must be
annualized by taking the result to the one third power. This converts the 36 month (i.e. 3 year)
comprehensive total return into a value that indicates what the return was on an annual basis for
the 3 year period.

The Indexed Total Return concepts are an indexed number that represents a comparison between
a present measurement and a measurement at some previous point in time (base period). The
base period is equal to 100.

Total returns on the S&F Indexes that have been calculated using Research Insight may differ
from the total retumns on the S&P Indexes calculated by Standard & Poor's

5 Year Total Return



Mnemonic TRT5Y

Concept calculation ((((PRCCM*TRFM)/
(PRCCM*TREM)[-60])
~(1.0/5.0))-1)*100

Units Percentage

The Total Return concepts are annualized rates of return reflecting monthly price appreciation
plus reinvestment of monthly dividends and the compounding effect of dividends paid on
reinvested dividends.

The concept above adjusts the beginning and ending stock prices by the total return factor for the
corresponding months to account for reinvested dividends. Since it uses the current month stock
price as the ending price and the price from 60 months ago as the beginning price, it must be
annualized by taking the result to the one fifth power. This converts the 60 month (i.e. 5 year)
comprehensive total return into a value that indicates what the return was on an annual basis for
the 5 year period.

The Indexed Total Return concepts are an indexed number that represents a comparison between
a present measurement and a measurement at some previous point in time (base period). The
base period is equal to 100,

. Total returns on the S&P Indexes that have been caleulated using Research Insight may differ
from the total returns on the S&P Indexes calculated by Standard & Poor's.



Price - Monthly - Close

Mnemonic PRCCM

Units Dollars and cents

This item contains the absolute close market prices for each calendar month. Bid prices are
reported for over-the-counter issues which are not traded on NASDAQ National Market System.
{Generally, only the close price is available for over-the-counter companies prior to 1971.)

Prices are carried in dollars and cents. The following table indicates the method used:

Exchange Stock Price Standard & Poor's Stock Price
20 20,000
20 1/8 20.125
201/4 20.250
20 3/8 20,375
20 1/2 20.500
20 5/8 20,625
20 3/4 20,750
20 7/8 20,875

Standard & Poor's presents prices for Canadian companies (ST) in Canadian dollars and cents.

When a company is not traded in a given month or months, the price figures appear as Not
Available (@NA).

GICS Aggregate

This item represents the calendar quarter end closing price multiplied by common shares
outstanding reported by companies, summed for all companies that make up each GICS
Aggregate. For GICS Aggregate, this item is set to @NA (Not Available) for the months that fall
between each quarter end month.

Total Return Factor - Monthly

Mnemonic TRFM



Units Percentage
This itern represents the multiplication factor for calculating the total return to shareholders of
any time period.

Includes Cash Equivalent Distributions along with reinvestment of dividends and the
compounding effect of dividends paid on reinvested dividends.

Total returns on the S&P Indexes that have been calculated using Research Insight may differ
from the total returns on the S&P Indexes calculated by Standard & Poor's.



Exhibit A-2

(see attached)
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Exhibit B

(see attached)
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September 14, 2011 Research Note
Cracker Barrel Old Country Store, Inc. Rating: Market Perform
Suitability: Speculative

CBRL - $40.56 ty: Sp

CBRL: @1 (Oct) §5S Could Prove the Nadir as More Aggmssive Messaging Begins

« Management up-to-the-challenge. Given recent weak Q4:11 operating trends and intense g s
armchair-quarterbacking by shareholder activist, we believe management, led by new Robert M. Derrington
President, CEQ Sandy Cochran and Chairman Mike Woodhouse, remain intently focused Lo 615.685.3658
recapture the sirong cperating trends which catapulted CBRL shares to almost triple over

e past decade, before declining 25% this year. 1 Destin W,

+ More aggressive plan. Beginning tomorrow, the company will kick-off more aggressie d:‘;i';lﬁﬁ-mﬂ
promotional campaign (supported by increased media weights) designed to jump-start weak nﬂmwm-w““m!
traffic trends through highlighting improved lunch value offerings (starting at $5.99) and Jou €. Droke
classic Old Country Store favorites at dinner-time. u;ﬂnﬁa‘:aa

+ 555 may hit their nadir in Q1:12 (Oct). Given a tough year-over-year comparison, we Zmorgankesgan.com
projact Q1 Restaurant S5S fo decline 2.0% and Retail 0.5%, before beginning an improving
frend through FY12, culminating in FY2012 Restaurant 555 +0.5% and Retail 585 +0.8%

{guidance Nat-to-up-1.5%).

+ Maintain FY12, FY13 Projections al 34.12 (guidance $4.05-4.20), $4.66. While CBRL's
valuation appears attractive relative to historic levels, we maintain our Market Parform rating
pending sustained operating improvements.

Market Data Financial Summary Short Interest

Price $4056 ROE 280% _ dale  (000s)

Prica Targat $45.00 Debt-lo-Total Cap 92.0% 0852011 2073

52-Week Range $57.79-$37.31  Convertible Mo 0722011 2,002

Market Cap {mm) 59319  Tang. Book Value $495 0752011 2018

Dividend/Yield $1.00 72.47% EV ! EBITDA Gdx  0BM02011 2305

Shares Quistanding (mm) 230  5-Year Est. EPS Growth Rate 10%

Float {mm) 202

B, Daily Vol 208,764

Insider Ownership 3%

Revenue & EFS/YE: Jul.

0ii1s  OIMEFE  Prew OIN3E  Prew o MINEE  DUAAE 118 QINZE
Rew{$mm) 2430.4A 254256 25131E 2607T4E  26316E -
EPS o1 1.014 0.80E 0.54E - NG m 208 N 1] - 1.00E
Q2 1.204 1.11E 1.24E - NG a2 1.5 HM az - 1.30E
Q3 084A 0.66E 0.ME - NG a3 a1 N a3 - 0.68E -
Q4 075A 1.55E 1.23€ - NG o4 106.7 L o4 - 1.28E -
Ff_ 361A 4.12E WG 4.66E NC 141 139 - AE 4 B0E
CY _ 331E 4.53E 4.40E - HC 36.9 [ 300E  486E -

Morgan Keegan & Go.. Inc. does and seeks lo do business with companies covered In its research reports. As a result, invesiors should
be aware that the firm may have a conflict of interest that could affect the objectivity of this report,

Invesiors should consider this report as only a single factor in making their investment decision.
Please see Disclosure and Certification Statement beginning on page 12 of this report.
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Maorgan Keegan & Co., Inc. Consumer Services | Restaurants
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CBRL-M-5

* OVERVIEW: Following weak Q4 results, Cracker Barrel management turns up the heat. Following a difficult fiscal
2011 in which S55 slowed sequentially through the year, management has turned up the heat, intending to jump-start its
recent weak SSS trends, That plan is designed, ultimately, o recapture Cracker Barrel's strong S35 and traffic trends by
which it had outperformed the Caswal Dining industry (as measured by the Knapp Track index) for over four years
through Q2:11 (Jan).

-~ More compelitive priced offerings. In order to counter the aggressive lunch and dinner value promotions offered my
many casual dining competitors, the company will debut a new menu (see altached) including more aggressively priced
lunch and dinner offarings this Thursday and supported by increased media weights including some TV, radio, billboard
and print advertizing. Lunch specials will be priced in the $5.99-range — compatitive with offerings from Brinker's Chil's
(EAT), Dine Equity's Applebea’s (DIN), Ruby Tuesday (RT), and O'Charley's (CHUX). The company has been testing
these items in selected markets and, we believe, has had measurable success in improving its consumer scores for both
value and intent to repeat.

- Tough Q1:12 expected. While we are hopeful that its more aggressive value messaging will begin to move the 555
and traffic needle, the company faces a very difficull 355 comparison this quarter, which eases sequentially through the
fiscal year. For that reason, we have kept our Q1:12 (Oct) 555 projection relatively cautious - projecting Restauranis to
decline 2.0% and Retail 355 to decline 0.5% - bafore beginning o improve sequentially later in the year Given our
relativaly weak Q1 588 projections combined with more cautious margine expectations (including commadity inflation
guided up 5.5-6.5% in FY12), we have lowered our Q1 EPS to $0.80, down from $0.94 previously projected and below
$1.01 reported last year.

- Weak Q4:71 and FY'T1 resulis. Management's more aggressive plan follows relalively weak results reporied yesterday
for Cracker Barrel's fiscal Q4:11 ended July 2%th. The company reported EPS including ems of $0.75 vs. our $0.65 and
the street mean of $0.99. EPS was pressured by weaker than projected Restaurant and Retail 555 and traffic trends and
commadity costs. Both revenue ($612.9 million ve. MK $615.9 million) and store-level margins (12.2% vs. MK 12.7%)
were weaker than projected. However, lower than expected G&A (-50.08 EPS), tax rate (~$0.07 EPS) and one-time
charges ($0.25 vs. MK $0.30) helped daliver the better than projected reported EPS resulis. Excluding the $0.25 of
one-fime EPS charges, the EPS excluding items was $1.00 compared to guidance of $0.95-1.05, our $0.95, and the
street mean of $0.99,

= Cautious FY12 guidance? Management initiated its F¥Y2012 (July) EP3 guidance in a not-unexpeciedly-broad-range of
$4.05-4,20 (including a $0.25 benefit from a 53rd week) compardd o our maintained $4.12 and the previous street mean
of £4.23 (prev. range of $3.96-4.55). Broadly, initial F¥12 guidance included revenue of $2.55-2.60 billion (prev. MK

$2.51 billion), S55 of flat fo +1.5% at both Restaurant and Retail (prev. MK +1.0%), and an operating margin in the range
of 6.9-7.1% (prev. MK 7.2%) including eommaodity inflation of 5.5-8.5%. Management also noted it expects 1 EPS to be
lower than last year (impl. <$1.01, preve MK $0.94, street $0.99) with yriyr financial performance improving as guest
traffic is projected to improve through the fiscal year Additionally, the company announced a new $85 million share

repurchase authorizalion and a 13.6% increase in its quarterly dividend to $0.25/share (2.5% annualized yield).

- CBRL trading below historic fevals. Given Cracker Barral's disappointing Q4 performance and managemant's cautious
outlcok for FY12, we continue to rate CBRL as Market perform. We believe its risk factors remain considerable including
intense industry competition (especially at lunch), weak macro-economic trends, shaky consumer spending and possible
management distraction from its shareholder activist ramblings. Following lowered assumptions within our model, CBRL
is currently trading at 5.6x EVIEBITDA and 8.0x EPS based on our calendar 2012 projections -- well below the average
valuations of most of its full-service restaurant peers. In addition and relative to historic valuation levels, these levels are
well-below the mean valuation ranges where the shares have iraded over the last 5- and 10-year measured periods.
Typically (as both Figure 4 and 5 show) when the shares have traded down to these valuation levels, they haven't
remained thera for extended periods, generally migrating back towards their respective mean valuation ranges as trends
improve. While we maintain our 12-month price targel for CERL at $45, we believe thal as operaling trends sirengthen,
s loo could CBRL's valuation. We conlinue to rate CBRL as Market Perform.
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Mﬁ“" Keagan & Co., Inc. Consumer Saervices / Restaurants
CBRL-M-53

Q4 (JULY) EARNING OVERVIEW

= Revenue was assantially flat yriyr at 3612.9 million, below our $615.9 million projection, primarily reflecting worsa than
expected S55. Restaurant SS5 were -1.4% (MK -1.0%) comprised of a 4.2% decline in traffic partially offset by an
avarage check increase of 2.8% (2.1% menu pricing, 0.7% menu mix). Relall 355 were -0.7% (MK -0.5%).

- Restaurant margin declined 144bps yriyr to 12.2%, below our 12.7% projection on higher than projected COGS (31.6%
va, MK 31.2%) and labor (37.4% vs. MK 37.2%). Operating margin (excluding severance charge) at 6.7% was below our
6.9% as the weaker than expected restaurant margin was partially offset by lower than projected G&A (ex-severance,
$33.5 million vs. MK $35.9 milion). The lower than expecled G&A worth ~50.08 EPS was primarily attributable to
reduced incentive compensation accruals, All-in, operating income (excluding severance) declined 10.6% to $41.1
million, below our $42.2 million projection.

- Pro-tax income of $21.8 millon (MK $21.2 million) included $5.1 millien (guid. and MK $5.0 million) of dabt refinancing
costs and $2.8 milion (guid. $4-5 million, MK $4.5 million) of sevéranceirelated costs. Factoring in a lower than projected
tax rate (19.4% vs. MK 27.0%, ~50.07 EPS), Cracker Barrel reporied net income of $17.5 million and EPS of $0.75 (MK
§15.5 million, $0.65). Excluding $0.25 of debt refinancing and severance/related charges, Cracker Barrel reported Qd:11
EPS from operations of $1.00 compared to guidance of $0.95-1.05, our $0.95, and the adjusied sireel mean of $0.89.

Figure 1: CERL Recent Same-Store Sales Comparisons

Bet Q1 {Oet) Q2 {Jan} Q3 {Apr) hay Ju & F¥, [Jul}

Fraoioa wrw | eew) | i [ [20%) 1% o | s | rew 6% (0.5}

IMPORTANT POINTS

* More aggressive messaging. On its conferenca call, management expanded on its plan to infroduce more accessible
entry price points and reinforce the concept's everyday affordability with price-point marketing. Later this week, the
company will introduce $5.989 weekday lunch specials that include select existing menu items as well as a new
lunch-oriented salad and soup-or-baked potato combo. The daily lunch special launch will be supported by radio and
billboard advertisements promoting its low $5.99 price-paint. Further aided by the compamy's new ad agency Eurp
RSCG, Cracker Barrel expects to reach guests more effectively by increasing the coverage of its store base by media.
Radio advertising is expected to impact 0% of the system this fall with incremental TV and radio advertising expected to
impact additional stores during holiday peaks.

= Menu mix, pricing. Management noted increased beverage and dessert incidences during testing of the $5.99 daily
specials helped offsel the promolion’s negative impact on menu mix. With management also seleclively reducing the
prices of certain menu items, we expect some premium priced offerings in upcoming LTOs as well as othar targetad
price increases in crder for the company 1o reach its average menu pricing guidance of 2-3% for the year,

* Initial F¥12 EPS guidance. Management initiated its FY2012 (July) EPS guidance in a not-unexpectedly-broad-range
of $4.05-4.20 (including a $0.25 benefit from a 53rd week) compared to our maintained $4.12 and the previous streat
mean of $4.23 (prev. range of $3.96-4.55). Management noled it expects Q1 EPS to be lower than last year (impl.
<§1.01, prev MK $0.94, sireet $0.99) with yo'yr financial performance improving as guest traffic improves through the
fiscal year. Management guided F12 total revenue to $2.55-2.60 billion (up 4.7-6.8%; prev. MK $2.51 billion) reflecting
an incremental $50 million from the extra week, S55 of flat to +1.5% at both Restaurant and Retail (prev, MK +1.0%),
menu pricing of 2-3%, and the opening of 15 new units (in ine, up from 11 in FY11).




Morgan Keegan & Co., Inc. CnnwmrSamcau ! Restawrants
CBRL-M-5

- Management targets a FY12 operating margin range of 6.9-7.1% compared to our previous 7.2% projection. Other
uidance includes commaodity inflation of 5.5-6.5% with 58% of needs locked; depreciation at $66-68 million (prev. MK
5.6 million); interest expense at ~545 million (prev. MK $44.6 million); and tax rate at 28-29% (prev. MK 28.0%).
Capital expenditures were guided to $90-100 milion (prev. MK $123.9 millicn) including $45-50 million for 15 planned
unit openings (in ling) and $30-35 milion for maintenance. Management noted its initial guidance assumes the
company's diluted share count remaing constant, with potential upside from share repurchase activity (under new 365
million authorization) beyond that needed fo offset dilution.

Figure 2: FY2012 CERL Guidance Summary
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* Commodity inflation. Management estimates FY12 commodity inflation will be 5.5-5.5% with 58% of needs already
locked. This commodity pressure in FY12 is expected to stem from significant increases in seafood, oils, coffes, aggs,
and beef. We currently project COGS for FY12 to be up 100bps yriyr al 32.7% (also above prev, 32,3%) of sales as
increased commodity inflation more than offsets planned menu pricing of 2-3%.

* Possible impact of proxy contest. Management noted its FY12 guidance does not include the impact of a polential
praxy contest which could possibly drag CERL's earnings. On September 1st, Sardar Biglari, Chairman and CEQ of
Biglari Holdings (NYSE: BH, $302.57, not rated) submitted formal notice to Cracker Barrel that he intends to nominate
himself to the company's Board of Directors at its upcoming annual meeling. This announcement came after Biglari
rejected CBRL's offer lo appeint two independent direclors recommended by, but unaffiliated with Biglari Holdings or any
other restaurant company, subject to the approval of Cracker Barrel's Board. Biglari Holdings is Cracker Barrel's largest
shareholder with a 9.3% stake (2,136 million shares). We will continue to waltch these proceedings closely as we bellm
Biglari will not likely go "quietly into the night."

* Maintaining FY12 EPS projection. We are maintaining our FY12 EPS projection at $4.12 (+14.1% from F¥11

reported basis) though significantly revising our quarterly estimates to include reduced projections in H1:11 offset by
increased projections in H2:11. We now project revenue growth of 4.4% to $2.543 bilion (prev. $2.513 billion)

incorporating the 53rd week, Restaurant S55 of 0.5% (prev. 1.0%), Retail 555 of 0.8% (prev. 1.0%), and development

of 15 new unils (unchanged). We project a 50bps yriyr decline in restaurant margin to 12.1% (also below our prev.

12.5%) as higher yryr COGS more than offset slight labor and store operating cost leverage. However, we project the

company's operating margin o remain flat yriyr at 6.9% (though below our prev. 7.2%) alded by G&A leverage. Our

revised model also assumes maintained $44.6 million of interest expensa, a lower lax rale (26.3% vs. prev. 28.0%), and

a 0.5% decline in diluted share count to 23.51 million (prev. 23.73 million).

- Please refer to the attached earnings model for more specific assumplions (o our revised EPS projection. Please note:
our earnings model is highly sensitive to movemenl in operating marging as each 10bps movement in annual operating
marging is projected to impact EPS by approximately $0.07.

* Maintaining FY13 EPS projection. We are also maintaining our FY13 EPS projection at $4.66, up 13.1% yriyr
However, our projections could vary depending on management’s success al driving its 553 and the yet unfolding of
operating cost inflation on store level margins, Broadly we have factored in revenue growth of ~2.6% (lapping extra
weak, 18 new units, 355 of 2.0% Restaurant, 1.4% Retail), a 50bps yriyr lmprouu'nnm in operating margin to 7.4%
primarily on store-level leverage, lower yriyr interest expense, and a 0.6% increasa in diluted share count,

L P P g T L Ty
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RECENT RESULTS

- Rewvenue was essantially flat yrfyr at $612.9 million, below our $615.9 million projection, primarily reflecting worse than
expected S5S. Restaurant S35 were -1.4%, balow MK -1.0% and comprised of a 4.2% decline in traffic partially offset
by an average check increase of 2.8% (2.1% menu pricing, 0.7% menu mix). Relail 335 were -0.7%, below MK -0.5%
dragged by poor sales of toys as the company lapped strong Webking and Silly Bandz sales from the priar year.

-- Restaurant margin declined 144bps yriyr to 12.2%, below our 12.7% projection on higher than projecied COGS and to
a lesser extent labor. Consolidated cost of sales increased 163bps to 31.6%, above our 31.2%. Beginning with this press
release, Cracker Barrel has provided a COGS breakdown by division. Restaurant cost of sales increased 154bps to
27.0% driven by commodity inflation of 5.4% (primarily higher pork, beef, dairy, and coffea) that more than offset 2.1%
menu pricing. Retail cost of sales increased 187bps to 51.3% on higher markdowns and fuel surcharges on freight. Labor
was flat yriyr at 37.4%, though above our 37.2% projection, as lower store and field management bonus accruals were
offsel by 1.5% hourly wage inflation as well as higher store management salaries, payroll taxes, pre-opening labor, and
training expense. Slore operating costs declined 20bps to 18.9%, in line with cur projection as lower maintenance costs
more than offset higher adverlising and depreciation expense.

== Operating margin (excluding severance charge) at 6.7% was below our 6.9% as the weaker than expected restaurant
margin was partially offset by lower than projected GAA (ex-severance, 5.5% revenue, $33.5 million va, MK 5.8%
revenue, $35.9 million). The lower than expected G&A worth ~$0.08 EPS was primarily attributable to reduced incentive
compensation accruals. All-in, operating income (excleding severance) declined 10.6% to $41.1 million, below our $42,2
million projection.

= Pre-tax income of $21.8 million (MK $21.2 million) included $5.1 million (guid. and MK $5.0 million) of debt refinancing
costs (included in reported interest expense) and $2.8 million (guid. $4-5 million, MK $4.5 million) of severancelrelated
eosts (included $1.8 milion in reported G&A, $1.0 million in incremental impairment). Factoring in a lower than projected
tax rate (19.4% vs. MK 27,0%) worth ~50.07 EPS, Cracker Barrel reported net income of $17.5 million and EPS of $0.75
(MK $15.5 million, $0.65). Excluding $0.25 of debt refinancing and severance/related charges, Cracker Barrel reported
Q4:11 EPS of $1.00 compared to guidance of $0.95-1.05, our 50.95, and the adjusted streal mean of $0.88.

We continue to rate CBRL as Market Perform.
Valuation Methodology

Our price targel of 545 is based on 10-11x our CY2012 EPS projection (~G.5x EV/EBITDA). This P/E multiple is balow
CBRL's historical average reflecting the growing risk that slower projected S55 andlor escalating commodity prices could
derail projected results and CBRL's stock price performance.

Risks

Risks to our investment thesis include: worsening economic trends, reliance on highway fravel by consumers who could
alter their travel palterns, possible impact of higher gas prices on consumer spending and travel plans, greater than
projected margin drag from escalating commodity prices and/or Toll-out of the Seat to Eat productivity initiative, In addition
there is an added level of uncertainly within our projections reflecting potential costs andfor management distraction from
shareholder activist activity.
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Morgan Keegan Research bob.derringtoni@morgankeegan_com; 615,865, 3656
destin.tompkins@morgankeegan.com; 615.665.3048

Cracker Barrel: Cover of New Breakfast Menu, September 2011
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Cracker Barrel: Cover of New Lunch/Dinner Menu, September 2011
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Company Description

Cracker Barrel Old Counfry Store, Inc. based in Lebanaon, Tennessee, operates over 800 Cracker Barrel Old Country
Stores. Cracker Barrel is & luli-se-nrll:'-a. country-themed restaurant and gift shop located in 41 states primarily along the
interstate highways of America. The restauranis serve breakfast, lunch, and dinner (no alcohol); have an average check in
the $8 range; and feature generous portions of home style country cooking.

ADDITIONAL INFORMATION AVAILABLE UPON REQUEST

IMPORTANT DISCLOSURES

The research analyst responsible for the preparation of this report does not hold imvestment positions of any nature in the
securities of this issuer The research analyst responsible for the preparation of this report is compensated in part on the
firm's investment banking revenue but is not compensated based upon specific investment banking services transactions.

Az of the date of this report, Morgan Keegan & Co., Inc. makes a market in CBRL and CHUX.

An affiliate of Morgan Keegan & Company, Inc. received compensaltion for producis or services other than invesiment
banking from CBRL, CHUX and RT in the past 12 months.

MK Performance Ratings:
O = Outperform (Expected to outperform the S & P 500° over the next 12 months)
M = Market Perform (Expacted to perform in line with the 5 & P 500" over the next 12 months)
U= Underperform (Expected to underperform the S & P 500* over the next 12 months)
*REITs' performance benchmark is total return relative to the NAREIT Equity Indesx.

For regulatory purposes, our ratings of Outperform, Market Perform and Underperform most closely correspond to Buy,
« Hold and Sell, respeciively.
MK Suitability Ratings: %

5 = Speculative (Business or balance sheet risk matarially abeve that of the average LS. public company)

M = Market Risk (Business or balance sheet risk not materially different from the average US. public company)

C = Conservative (Business or balance sheet risk materially below that of the average U.S. public company)

Rating History for: Cracker Bammel Old Country Store, Inc. as of 09-13-2011
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Rating History for: Brinker In
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Rating History for: Ruby Tuesday, Inc. as of 08-13-2011
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Morgan Keegan Companies Rated: Investment Banking Clients within last 12
maonths:

Outperform § Buy 55% Quitperform | Buy 16%

Markel Perform / Hold 3% Market Perfarm | Hold 9%

Underperform / Seall 1% Underparform  Sell 50%

Mot Rated 1% Mol Rated 2%
For purposes of the NY'SE and NASDAQ, rating distribution disclosura requirements, cur rating of Ouiparfom,
Market Perform and Underperform closely comrespond 10 Buy, Hold and Sell, respectively.

Cracker Barrel Old Country Store, Inc. (CBRL - $40.56); O'Charley’s, Inc. (CHUX - $6.35); DineEquity, Inc. (DIM - $38.33);
Brinker International (EAT - $20.47); Ruby Tuesday, Inc. (RT - $7.60);

ANALYST CERTIFICATION
The research analyst responsible for the preparation of this research report cerlifies that; (a) the views expressed in this
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research report accurately reflect the research analyst's personal views about any and all of the subject security(ies) and
issuer(s), and (b) no part of the research analysl's compensation was, is, or will be directly or indirectly related to the
specific recommendations or views conlained in this research report.

Twelve-month price largets for securities under coverage may be based upon various valuation metrics including without
limitation: price/earnings ralios, price/sales ratios, discounted cash flow (DCF), relative multiples, sum of the parts, elc.
Price targets are, as of the date of the report in which they appear, subject to change, and imply no guarantee of
performance.

Research reports may contain a shorlterm trading idea which highlights near-term calalysis or events affecting the
company, its competitors or the market that should have a short-term price effect on the company's shares, Short-term
trading ideas are not related to a stock's pedormance raling, which focuses both on a longerderm return and
attractiveness for investment relative to the relevant benchmark. Short-term trading ideas are different from performance
ratings and, by their very nature, will be more positive or more negative than the performance rating. Research reports are
not intended to provide personal imvestment advice and do not take inlo account the specific investment objectives,

financial situation, or particular needs of any specific person. No security or investment strategy can suit all investors.
Imwestors should seek financial advice regarding the appropriateness of their imesting in any security or implemeanting any
investment strategy discussed in a report and should understand that any statement in a report regarding future prospects
may not be realized,

This research report is not inlended to provide personal investiment objectives, financial situation, or particular needs of
any speciiic person. No security or invesiment stralegy can sull all investors. Investors should seek financial advice
regarding the appropriateness of their imvesting in any security or implementing any investment strategy discussed in this
report and should undersiand that any statement in this report regarding future prospects may nol be realized.

ADDITIONAL DISCLOSURES: The information contained in this report is based on sources considered lo be reliable bul
is niot represented to be complete and its accuracy is nol guaranteed. The opinions expressed reflect the judgment of the
author as of the date of publication and are subject to change without notice. This report does nol constitute an offer to sell
or a solicitation of an offer to buy any securities. Morgan Keegan & Co., Inc., a subsidiary of Regions Financial
Corporation, and its officers, directors, shareholders and employees, and affiliates and members of their families may -
have positions in these securities and may, 88 principal or agent, buy and sell such securities before, afler or concurrently
with the publication of this reporl. Morgan Keegan & Co., Inc., member FINRA, SIFC, iz a registered broker-dealer
subsidiary of Regions Financial Corporation. Invesiments are NOT FDIC INSURED, NOT BANK GUARANTEED and MAY
LOSE VALUE.

For more information about Morgan Keegan disclosures, please go fo
hittps:/fmk.bluemalrix.comisellside/Disclosures.action
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?

Stephen Anderson (212) 370-0040 x4070
Senior Analyst, Restaurants sanderson@millertabak.com
Cracker Barrel Old Country Store (CBRL-$41.00; Buy $52 PT)

4Q11 Earnings Review: We Think the Best Defense Is a Good Offense
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Sewrce: Miller Tebak » Ca., LLC retiretfes

SUMMARY AND INVESTMENT CONCLUSION

We maintain our Buy rating and $52 price target on shares of Cracker Barrel (CBRL) after today's above-
censensus 4011 eamings report. We think past efforts to improve efficiency helped CBRL withstand
formidable headwinds in the July guarterfand argue new CEUD Sandra Lochian has aaﬂr?ﬁ@i ﬁ )
COmpany's Grilics efeciy developing a credible plan to bulld traffic and grow margin./We Thin
margin deterioration will be n chec n the next couple of quariers, and in the
interrmediate term, anticipate holders of CBRL will realize eamings power from the combination of (1)
acceleration of restaurant- and retaiklevel comps to 2% or better heading into FY13; (2) continued market
share gains; (3) moderation of fugl and ofher commaodity costs; and (4) modest share buybacks. Given
our outlook for margin expansion, we suggest a low valuation may compel incremental purchases by
value investors.

For more information and access to the complete report, please contact your
Miller Tabak + Co., LLC salesperson or Stephen Anderson direcily.

.MILLER TaBak + Co, LLC

Stephen Anderson | Miller Tabak & Co., LLC | 331 Madison Avenve, 12" Floor New York, NY 10017 | Phone:
212 370 0040 | sanderson@millertabak.com | mﬁ.m:llmnhﬂk.mm

Analyst Ce

I, Stephen Anderson, hereby certify that the views expressed in this research report accurately
reflect my personal views about the subject company and its securities. | also certify that | have
not been, and will not be receiving, direct or indirect compensation in exchange for expressing
the specific recommendation in this report.

Important Disclosures

Miller Tabak + Co., LLC is a registered market maker in the following securities: No companies
mentioned in this report.  The analyst does not have equity positions in any of the stocks
mentioned. No individual at Miller Tabak + Co., LLC holds a position on the board of directors
of a covered company, nor does an individual at a covered company do so at Miller Tabak +
Co., LLC. Miller Tabak + Co., LLC does not own one percent or more of the outstanding shares
of the company discussed in this report.

1
Please ser impw'mll disclosures and analyst certification towards the end of this repert. The recipient of thia report is directed b
rend these disclosures. Investors should consider this report as only a single factor in mlkin&lheir investment degision,



MiLer Tagak + Co., LLC September 14, 2011

Ratings Distribution—Restaurants, as of September 14, 2011

Coverage Universe Expected Total Return for One Year
Buy T 64% Buy - 15% or more
Haold 4 36% Hald - + or - 15%

Sall 0 00% Sell = -15% or more

Other Disclosures
Although the information contained in this report (not including disclosures contained herain)

has been obtained from sources we believe to be reliable, the accuracy and completeness of
such information and the opinions expressed herein cannot be guaranteed. This report is for
informational purposes only and under no circumstances is it to be construed as an offer to sell,
or a solicitation to buy, any security. Any recommendation contained in this report may not be
appropriate for all investors. Trading options is not suitable for all investors and may involve risk
of loss. An options disclosure document may be obtained from Mr, Jay Stenberg, Chief
Compliance Officer, Miller Tabak + Co., LLC, 331 Madison Avenue, New York, NY 10017,

©2011 Miller Tabak + Co., LLC, All Rights Reserved. Member SIPC. Member NYSE, NYSE
Arca, FINRA, CBOE, PHLX, ISE, NFA. www.millertabak.com

Additional information is available upon request.

2
Phease see important disclosures and analyst certification towards the end of this repart. The recipient of this repart is directed 1o
read these disclosures. Investors should consider this report as only a single fector in making their investment decision.
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Cracker Barrel Investor Wants a Juicier Stake
The Tennessean

Christina Rexrode and Getahn Ward

14 September 2011

An outspoken Texas stockholder has taken his summerlong campaign against Cracker Barrel’s
top managers into cyberspace, and he's causing headaches at the down-home chain’s Lebanon
headquarters.

“I don't think he will go quietly into the night. He will continue to rattle the cage of management
and other potential investors,” said Robert Derrington, a stock analyst at Morgan Keegan who
tracks the restaurant industry,

The combative shareholder with a flair for tumning around other restaurants is Sardar Biglari,
CEO of Biglari Holdings Inc., a San Antonio-based investment firm that owns a stake of more
than 9 percent in Cracker Barrel Old Country Store Inc.

In his cyberspace appeal to other stockholders, Biglari, 34, calls into question the expertise of
Cracker Barrel’s top brass and makes a direct appeal to other stockholders to give him a seat on
Cracker Barrel's board of directors.

"[ am placing information on the site that I would want to know if our roles were reversed,”
Biglari wrote Tuesday morning on his new website, enhancecrackerbarrel.com.

"Cracker Barrel is a great brand but one that has failed to achieve its potential because, in our
view, it has been held back by a board that has neither meaningful stock ownership nor the
relevant expertise to challenge the status quo.”

Biglari’s cyber-appeal came a few hours before Cracker Barrel announced that its quarterly net
income had plummeted36 percent as it paid more for ingredients and fewer customers came
through its doors to dine.

It all amounted to a rough moring for new top executive Sandra Cochran on her second day as
the company’s CEQ after taking over for former Chief Executive Michael A, Woodhouse.

Biglari has been trying to win seats on Cracker Barrel’s board for himself and a corporate
colleague since at least early this summer, complaining about falling revenues at restaurants open
at least a year and what he sees as other missteps by the iconic chain,

Cracker Barrel released a statement saying it disagreed with Biglari’s accusations and would
respond to them "in due course." The company also accused Biglari of trying to "divert the
conversation” away from the quarterly eamings.



"We tried in good faith to reach an amicable resolution with Mr. Biglari in offering him the
opportunity to appoint two independent seats on our board and we are disappointed that he has
chosen to embark on a disruptive and costly proxy fight,” Cracker Barrel said in a statement.

Investor demands
The tough economy is causing upheaval at other locally based restaurants.

One is Nashville-based O'Charley’s, where a new activist investor — title insurer Fidelity
Mational Financial of Jacksonville, Fla. — has declared its intention in financial filings to
influence decisions on company operations. Fidelity said it has accumulated an 8.4 percent stake
of 0*Charley's stock through last week.

Meanwhile, Cracker Barrel has said it can’t allow Biglari himself to get on its board because his
investment firm owns Steak 'n Shake, a competitor.

Biglari refutes that, saying the fast-food chain he helped turn around isn’t a direct competitor of
Cracker Barrel,

Cracker Barrel also points out that it is already shaking up its headquarters, with the intention of
generating sales and traffic. Since June, two longtime directors have announced they'll step
down, and the company has added three new ones. It has trimmed jobs at headquarters to save
money.

In Woodhouse's decade on the job, annual revenue grew 18 percent to $2.43 billion, He is
staying on the board as executive chairman,

Earnings fall short

Cracker Barrel on Tuesday also reported disappointing results for its fiscal fourth quarter, which
covered May through July.

Net income fell 36 percent to $17.5 million, or75 cents per share, from $27.4 million, as the
company paid more for ingredients and fewer guests visited. On a per-share basis, earnings were
75 cents, missing analysts’ expectations of 94 cents,

Cochran, who was head of the bookstore chain Books-A-Million for five years, said in a
statement that she isn't satisfied with sales and traffic at the restaurants,

To lure budget-conscious customers, the restaurant plans to introduce some lower-priced items
and will emphasize affordability in advertisements, Cochran said.

She also said the weak economy has crimped Americans’ summer travel plans, which hurt sales.
Cracker Barrel, known for its breakfasts and biscuits and other staples such as meatloaf, usually
puts its stores near interstate highway exits to appeal to travelers.



Biglari’s background includes buying shares in, and forcing his way onto the board and taking
control of Steak 'n Shake, where he is CEO.

"In times past, he's taken on much smaller companies that were very poorly managed,” said
Derrington, the Morgan Keegan analyst. "In those instances, he found relatively low-hanging
fruit to make some positive changes."

But Derrington said he doesn’t think Cracker Barrel is poorly mananged, though it has been hurt
by a sagging U.S. economy, high gas prices and weak consumer demand.

"I don’t think Biglari has the ability to make dramatic positive changes in the company’s
business model as he has in prior companies,” Derrington said.
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(see attached)
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Cracker Barrel Old Country Store, Inc.:
CBRL: Playbook of FY12 Inltiatives Shows Promise; Reiterale BUY

KeyBanc Capital Markets Inc, ol Ludington: (214) 414- 2507 — b
Member NYSEFINRASSIPC oo John Dravirsmam- Tk rtd=-258 e

Buy| ACTION STATEMENT
sa0.t | Looking past the pressure we axpect from a timid consumer and significant commadity
=1 inflation inthe 1H of FY12 for Cracker Barrel Old Country Store, Inc. (CERL-NASDAQ),
$55.00 | e Delieve that the Company's 2H of FY12 should benell from both a stabilizing
&{,pp | consumer environment and & very thorough playbook of traflic driving, margin buildin
- and retums enhancing initiatives outlined by Sandra CochragT
2'55"'_ conferance call as TECLWe ballemer- um will likely result in the
£37 - 558 potential of upside to managemant’s FY12 EPS guidance range of $4.05-84.20 and,
a2 therefore, reiterate our BUY rating and 555 price target.
sooed | * 2012E: $4.25 from §4.38
| * 2013E: $4.77 from §4.94

284 |

$1173 KEY INVESTMENT POINTS

354! MNew CEQ Cochran Outlines FY12 Priorities: We are encouraged thal Sandra
Cochran, who assumed the roles of President and CEO on Septembar 12 afler sarving
praviously as CFO and most recently as President and COO of CBRL, infroduced and
tharoughly oullined her six key priorities for FY12, which are designed to drive 558,

EPS (Net) Summary msrglz n:panzbnn and sharsholder returns:
mmmm » Broader Messaging, Focusing on Affordability: Managemani believes CERL
needs to betler communicate its authenticity and affordability. The Company stated
19 1.0 5042 i) that it is encouraged by the new strategy in the works from Euro RSCG, the new

Tolzd Debt {mem) 28503 |

Priar .01 $1.01 .15 advertising agency hired in July, which focuses on building local occasions from
0 5120 $1.10 .38 less frequent usars and non- users. Management also aims 1o increase markoting
Priar $1.20 £1.34 .44 efficiancy. Marketing spending will be shifted to impact more stores, reinforcing
aa 50,64 20.76 08T a valpe price point even on the Company's iconic billboards. The Company also
Prior 5064 5069 50.85 recently updaled its wabsite in June and management expects further social media
40 $1.00 §1.45 £1.38 axpansion after CBRL began communicating with guests on Facebook in Jumne.
"~ Brior $0.04 $1.34 $1.46 + Refined Menu and Pricing Strategies, Emphasizing Value: Management
YEAR 386 2408 8477 reflerated its strategy of using LTOs and avoiding  couponing, 1hwgh_ il
H Prior £3.00 5498 $4.01 acknowledgead thal the consurmer and compelilive emvironmeant I:ﬂql.-!il"&ﬁ: mone phce
- poinl promotions than it has run in the past. The Company will highlight already
:E“ Cat 1|:|-5;: M:‘r’: 5'1';: affordable items and selectively reduce prices for cerlain existing items. Also,

CBRL tested a $5.99 daily lunch special, which features existing Cracker Barrel
producls and a salad and soup or baked potato combination. Mansgement balleves
traffic should build from the promotion, which rolls out natiorwide on Thursday,
and it stated that although margins are somewhat lewer for the $5.99 items
themselves, beverage and dessert incidence was higher in the test, which we
beliewe has the potential to lead to higher overall margins for the feature.

« Enhanced Operating Platform Targets Customer Satisfaction Scores: After
identifying certain aspects of the Seat-io- Eat rollout thal negatively impacted
customer scores, management stated that it has seen sequential improvement in
May, June and July. Current infiiatives focus on order accuracy, food temperature
and server attentiveness through changes such as a redefinition of some roles on
the grill and the decision 1o limil team service to one dining room vs. multiple.

FOR IMPORTANT DISCLOSURES AND CERTIFICATIONS, PLEASE REFER TO PAGES 6 - 7 OF THIS NOTE.

1
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» Management Pushes for Retail Sales Growth and Efficiency: Management believes price poinls have been important 1o retail
as well and that they can build on strength in apparel and jewelry while improving inventory management, assortment planning and
e- commerce. CBRL has plans to roll out new private label and other products in time for the holiday season this fall. Additionally,
managemeant announced that the senior VP of retail operations retired after 31 years with the Company, and the Company is
currantly searching for a replacement.

+ Cost Reduction Initiatives Have Already Identified $15 Million- $20 Million of Sustainable Annual Savings: In addition o the
$10 million of annual savings from the recant headquariars staff reductions and restrucluring changes, managemant sees further
opportunities to reduce costs through an enhanced labor management system, high effichency light bulbs and a new transportation
management system. The labor inftiative, the first phase of which rolls out this month, is expected to improve labor costs by 10- 20
bps with additional improvements likely over tima; the new light bulbs are expectad o provide electricity savings of 52 million- $3
million annually afer they are rolled oul systermwide in FY12; and the new transportation manage 1t system is expecied 1o save
£1 million in the first year and 52 million- $3 million in subsaquent years. The Company also plans to find further cost savings in
food waste, supplies and mainianance axpenses.

# Capital Deployment Through Dividends and Buybacks; Smaller Prototype Used to Maximize Returns: Afler raising the
dividend by 13.6% to & guartery rate of $0.25 from $0.22 in 4Q11 and authorizing an additional $65 million of share repurchases,
management slated that it plans to effectively deploy capital 1o enhance total shareholder returns. The Company also announced
that all 15 new units planned for FY'12 will be the new, smaller prolotype design, which has 177 seals vs. the previous approximately
207 seat prototype. Management stated that the smaller prototype allows for & lower up- front imvestment and higher returns on
capital, assuming il continues to achieve syslem average unit volumes of roughly $4.1 million.

Commodity Inflation Guided up 5.5- 6.5% in FY12: Management stated that commadity inflation for FY12 was expecied to be up
5.5- 8.5%, driven by incresses in seafood, oll, coffee, eggs and beel The commedity cost increase Is expected o add $30 million- $35
millien in cost of sales prassure in FY12. Management staled that its commeodity needs are 50% confracted for FY'12 and that it plans
o carry 2- 3% pricing In FY'12 to offsel as much of the commodity pressure as possible.

Restaurant and Retail Gross Margin Breakout Given for First Time: M ment disclosed r ant cost of sales for FY11 and
4011 of 26.5% and 27.0% vs. 25.6% and 25.4% for FY'10 and 4010, respectively. i also disclosad retail cost of sales for FY'11 and
4017 of 52.1% and 51.3% vs. 52.0% and 49.5% for FY10 and 4010, respectively. Management has not given this disclosure in the
past, and we believe i provided the defail in loday's release in response 1o recent pressure from activist shareholder Sardar Biglari.
Biglari wrole another letter to CBRL shareholders prior 1o the earnings ralease criticizing the CBRL Board reiterating his argument that
he and another representative should be appointed to the CBRL Board of Directors.

VALUATION

CERL is presently trading at 8.7x our CY12 EPS estimate of $4.67 vs, a peer group average of 9.7x. The Company is also trading
at 5.4x on a CY12E EV/EBITDA basis vs, the comparison group average of 6.2x. Over the past five years, CBRL has traded at an
average forward PYE mulliple of 11.7x and an average forward EVIEBITDA multiple of 6.%x. Our $55 price target assumes that shares
trade at 11.8x and 6.6x on an estimaled CY12 P/E and EV/EBITDA basis. respectivaly.

RISKS
Risks that could impede shares from achieving our price targel include trends In consumer spending, reception of the brand in new
markits, commedily exposure and other risks outlined in the Company's SEC filings.
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KeyBanc Capital Markets Inc. Disclosures and Certifications

Cracker Barrel Old Country Store, Inc. - CERL
We expect to recaive or intend 1o seek compensation for investment banking services from Cracker Barrel Old Country
Store, Inc. within the next thres months,

During the past 12 months, Cracker Barrel Old Country Store, Inc. has been a client of the firm or its affiiates for non-
securities related services.

Coverage was fransitioned to current research analyst Brad Ludingion on 4/08. All prior rating and price target activity
indicated on this chart reflects the work of a previous research analyst.

As of the date of this report, we make a market in Cracker Barrel Ol Country Store, Inc..

Reg AIC Certification

The research analysi(s) responsible for the preparation of this research report cerlifies that:(1) all the views expressed in
this research report accurately reflect the research analyst's personal views about any and all of the subject securities or
issuars; and (2) no part of the research analyst's compensation was, is, or will be directly or indirectly related 1o the specific
recommeandations or views expressed by the research analyst(s) in this research repart.

i} 010 2011

this chart reflects the work of & previous research analyst.

Ceverage was transitioned to current research analyst Brad Ludington on 4/9/09. All prior rating and price target activity indicated on

m!m
Distribution of RatingslB Services Firmwide and by Sector
KeyBanc Capital Markeis CONSUMER
10 ServiPant 12 Maa 18 SEralPaat 8T Moy,
—_—
Raling Gt Parcent Cousd Parcant | Rating G Paroent Count Parcant
BUY [BUY) a8 LR 53 356 BUY [BUY] - 455D T nn
HOLD [HOLO) =0 S0.30 a7 2043 | HOLD [HOLD] 5 S080 ] (Xe]
BELL [UND] 3 T L} 0.00 | SELL [uND] 3 250 L] [ Xix)
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Rating System

BUY - The security is axpected to oulperform the market ovar the next six to 12 months; investors should consider adding the
gecurity to their holdings oppertunistically, subject to their overall divarsification requirements.

HOLD - The sacurity is expected 1o perform in line with general market indices over the next six to 12 months; no buy or sell
action i recommended at this time. 3

UNDERWEIGHT - The securily is expected to underparform the marke! over the nest six 10 12 months; investors should
reduce their holdings opportunistically

The information contained in this report is based on sources considered to be reliable but ks not represented to be
complete and its accuracy is not guaranteed, The opinions expressed reflect the judgment of the author as of the

date of publication and are subject to change without notice. This report does nat constitute an offer to sell or a
solicitation of an offer to buy any securilies. Our company policy prohibits research analysts and members of their
families from owning securities of any company followed by that analys!, unless otherwise disclosed, Our officers,
directors, shareholders and other employees, and members of their families may have positions in these securities and
may, as principal or agent, buy and sall such securities before, after or concurrently with the publication of this report.

In some instances, such investmenis may be inconsistent with the opinions expressed herein. One or more of our
employees, other than the research analyst responsible for the preparation of this report, may be a member of the Board
of Directors of any company referred to in this report. The research analyst responsible for the preparation of this report is
compensated based on various faclors, including the analyst's productivity, the quality of the analyst's research and stock
recommendations, ratings from investor clients, competitive factors and overall Firm revenues, which include revenues
derived from, among other business activities, the Firm's performance of investment banking services. In accordance with
indusiry practices, cur analysts are prohibited from soliciting investment banking business for our Firm,

Investers should assume that we are seeking or will zeek investment banking or other business relationships with the
company described in this report.
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Cracker Barrel Old Country Store, Inc.
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Raising Rating to Outperform on Cash Flow and Real E.ﬁmevalue

Recommendation: Since touching the high 5505 level late last year, CBAL has fallen steadily so
far in 2011, The stock has reacted well ta Tresday maming’s disappainting EPS release = we
beligve this indicates value buyers are now supporting the stock. CBRL is selling at the same
EV/EBITDA it averaged during the recession year of 2009, When coupled with the company’s
real estate assets and strong cash flow position, we beffeve the risk/reward ratio Is now

favarable, and we are ralsing our rating to Qutperform fram Morket Perform.

+ Event: On Tuesday moming Cracker Barrel released disappointing EPS results. On
Wednesday morning Street estimates were lowered to levels that seem to reflect
continued soft sales and high food inflation for at least the next 12 months. Sarring @
sharp decline in totol consumer spending, we believe Street numbers are unitkely to fall
much further, and with CBRL ot an hstorical valuation low on thase numbers, we believe

the risk/reword rotio is now positive for patient favestors.

4 Real Estate Value: Cracker Barrel owns a bit more than 400 of its units with a replacement
cost of 51 billion agalnst $500 milion of current net debt. On page 2 we Wustrate CBRL's
current value assuming a sale/leaseback of the real estate. We do not believe it would be
wise to undertake a sabefleaseback given cap rates ane in the high single digits. \We are
simply showing the arithmetic to illustrate the stock’s low valuation.

& Competitive Positioning Strang: We believe Cracker Barrel Is more insulated from dirsct
competition than other chaing in our universe. The bulk of Its units are near interstate
exits in srall towns and rural areas. Often the Cracker Barrelis the only full service, full

menu option in the trade area.

#  Activist: fn activist sharehalder with almost a

1t he will launch a prowy fight 1o get a board s&a

1o support his

10% position indicated in hi 13-O filing
& do not expect many shareholders

& Estimates: We lowered our estimates in a separate comment yesterday morning. Our

detailed model is published below.

Valuation: CBAL is trading st an EV/EBITDA multiple of 5.8x our forward EBITDA estimate of
4255 million, This is the average bevel that CBRL traded at for the first half of 2009, when the
rrarkel fears were near their peak. Ouwr 547 price larget equates to an EV/ERITDA multiple of

6.3%, which is still in the lower range of the stock's five year history [5.5% te 8.0x).

GAAP a1 az a3 04 Full Aevenues
EPS Oct Jan Apr Jul Year (mill)
20114 5101 51.20 50.58 £1.00 53719 52,434
DId2012E 093 117 0.58 127 4.05 2,546
MNew2012E 093 1.27 0.58 1.27 4.05 2,546
Oid2013e  0.99 135 0.EE 133 435 2,611
New2013E  0.99 135 068 133 &4.35 2,611

Rows may not sdd dus to rounding. FA012 and FY12 EFS inclode an eitimated 30,25 Trom an exira wesl.

Publihed by Rayiond James & Assoclates

September 15, 2011

Company Comment
Rating Change
Old: Market Perform 3 New: Outperform 2

Current and Target Price
Current Price (9/14/2011) %41.50
Target Price: Obd: NM Wew: 547.00
52-Week Range 557,79 -537.31
Suitability Growth
Market Data
Shares Qut, {mil ) 234
Market Cap. (mil) 4871
Awg. Daily Vol. (10 day) 384,920
Dividend,Vield $1.00/2.4%
Book Value [07/11) S11.44
ROE ITH
LT Dbt [mil. )% Cap. 4550/655%
Earnings & Valuatl i

20114 2012E 2013E
P/E Ratlos [GAAR)

10.9x 10.2% 9,54
GAAP EPS [CY)

2011E 2012E 2013E
Oid 53,78 54,20 MA
i 53.78 54.20 MA
PJE (CY GAAP)

110 9.8u N
Operating Margins

2011A 20012E Z013E

6.9% T.0% T.0%
EBITDA, [mil.)
Old 531 5255 264
New 541 5255 5264
Company Description

Cracker Barrel Qld Courdry Store, Inc., headguarnered
in Lebanon, Tennessen, operates approximately 600
stores mainly in the sasteen half of the 1.5,

Manag - k & leveraged recap in
F:06, after which free cach Mow allewed the company
to lower itd debt ratiod to beveli that new pupport 8
modest incresde in expandion (low singhe-digiti)
expansion beginming W FYLL.

Please read domestic and forelgn disdosurefrisk information beginning on page 5 and Analyst Certification on page 5.

2011 Raymond James & Associales, Inc., mambar Miw York Slock Exchange/SIFC. AR rights resansed.

International

Headguariars:
The Raymand James Financial Center | 880 Carllon Parkway | 5% Pelersburg, Florida 33718 | 800-248-8863
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The following table illustrates CBRL's low valuation after assuming a sale/leaseback of its real estate. We believe it would be foolish
te undertake a solefleaseback given current cap Fates in the 8%+ range. We are simply going through the exercise to illustrate the

stock’s current valwation.

Cracker Barrel Enterprise Value X-Real Estate
Millions

Cument Market Cap $975
Current Met Dabt $500
Enterprise Value §1.475
Less: Est Real Estate Sale Value (5800)
(Adter Capital Gains Taxes)
Adjusted EV(¥-Real Estata) $675
Adjusted EVI TTM Revenws 2T.7%
Adj EVIADG TTM EBITDA 4.Bx

Mote: Adjusted EBITDA assumes salefleaseback at 10%)

Source: Company filings and Raymend James Estimates

© 2011 Raymond James & Associates, Ing, membes Kaw Yok Slock ExchangaSIPC.

Inornational Headquariers:

The Raymend James Finaecial Cenlar | 880 Carilon Partwary | 51 Petersburg, Florida 33716 | 800-248-8863

RAYMOND JAMES



Raymond lames LS. Research

Cracker Barrel Old Country Store, Inc.
Cash Flow Analysis
CBRL Condensed Cash Flow Statement ($000°s) FY-2010 FY-2011 FY-2012(E) FY-2013(E)
Mot Income rerm Operations: 585,258 $89,661 85121 102,676
Dapreciation & Amorization 61,024 62,788 67,000 71,000
Stock Based Compensation 13,193 9,796 10,288 10,800
Cther Operaling Cash Flow (Net) 7,360 (2,652) 2,000 2,000
Groas Cash Flow 166,844 169,593 174,407 186,378
Met Changa In Working Capital 50,325 {17.272) 2,500 2,500
Cash Flow from Operations 217,169 142,31 176,907 188,876
Capital Expendiures (70,132) {77.685) (100,000} {110,000)
Free Cash Flow 147,037 64,635 76,907 78,876
Oither Met Cash Flow from Innes ling! Financing 35,058 23,612 4,600 4,600
Funded Dabt (Paydown) (64.972) (30,264} - (25,000}
Share Repurchases {B2,487) [33,563) (50,000) 150,000}
Dhidends {18,545) (19,846} (22,782) (24,057}
Het Change In Cash and Investments 36,001 4,574 8,725 (15,581)
Ending Cash and Investmants 47,700 52,274 60,599 45418
Current Enterprise Value 1,470,055 1,470,055 1,470,055
Current EVEBITDA at Stock price of  §  41.50 5.8x 5.6x
Free Cash Flow Per SBhare $2.70 $3.28 £3.35
FCF Yield 7.9% 8.1%4
Ending Book Debt $580,473 $550,265 $550,265 $525,265
Ending Econamic Debt (incl, NPV of operating leases ) 851,117 821,110 817,232 812,753
EBITDWM 241 685 240,840 254,797 204,273
EBTDWR 281,478 281,330 295,793 305,884
Ending Book Dabi/EBITDA 240 2.28x 216x 1,90
Cowenant Max Book DebtEBITDA 3.75x 375 3.75m 378
Ending Economic DebEBITDAR 3.0 .8 28 27
2011 Raymond James B Asseciales, bnc., mesmbar New York Stock Exchange/SIPC. Al dghts resaned. 3

Inbemnational Headquarters:
Tha Raymond James Financial Center | 880 Carilon Parkway | St Petersburg Forida 35716 | sovss363 RAYMOND JAMES'
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Bryan G, Biloi, CFA  Brian ML Vacsars, CFA
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Important Investor Disclosures

Raymond James is the global brand name for Raymond James & Associates [RIA] and its non-US affillates worldwide, Raymond James &
Associates is located at The Raymand James Financial Center, B0 Carillon Parkweay, St. Petersburg, FL 33716, (T27) 567-1000, Affiliates include
the following entities, which are responsible for the distribution of research in their respective areas. In Canada, Raymond James Lid,, Sulte
2200, 925 West Georgla Street, Vancouver, BC VEC 302, [604) 659-8200. In Latin America, Raymond James Latin America, Ruta 8, km 17,500,
91600 Montevides, Urugusy, 00598 2 518 2033. In Europe, Raymond James European Equities, 40 rue La Boetie, 75008, Paris, France, +33 1
45 B1 54 90,

This decument is not directed to, or intended for distribution to or wse by, any persan or entity that is a citicen or resident of or located in
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation. The securities discussed in this document may not be eligible for sale in some jurisdictions. This research Is nat an offer 1o sell
or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not
constitute a personal recommendation or take into account the particular imvestment objectives, financial situations, or needs of

individual clients, Past performance is not a gulde to future performance, future returns sre nat guaranteed, and a boss of original capital
may ocour, Investors should consider this report as only o single factor In making their invest t decii

Irwesting in securities of ssuers organized outside of the .5, including ADRs, may entail certain risks. The securities of non-U.5, issuers may
not be registered with, nor be subject to the reporting requirements of, the U.S. Securities and Exchange Commission. There may be limited
Infarmation avallable on such securities, Investors whe have recelved this report may be prohibited in certain states or ather jurisdictions
from purchasing the securities mentioned in this repert. Please ask your Financlal Advisor for additional details.

The information prowided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell

any security, Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such
infarration is accurate o complete, Persons within the Raymond James family of companbas may have information that is not available

to the contributors af the infermation contained in this publication, Raymond lames, including affiliates and employees, may exsoute
transactions In the securities listed in this publication that may not be conslstent with the ratings appearing in this pubBcation.

additional information k avallable on request.

Analyst Information

Registration of Non-U.5. Analysts: The analysts listed on the front of this report who are not employees of Raymond James & Associates,
Inc., are not registered/qualified as research analysts under FINRA rules, are not asseclated persens of Raymond James & Associates, Inc,
and are not subject to MASD Rulbe 2711 and NYSE Rule 472 restrictions on communications with covered companies, public companles,
and trading securities held by a research analyst acoount.

Analyst Holdings and Co Hon: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus
systern. Seversl factors enter into the bonus determination including quality and performance of research product, the analyst's success
in rating stocks versus an industry intex, and support effectiveness 1o trading and the retail and institutional sales forces. Other factors
may Include but are not limited to: owerall ratings from internal (ather than investmant banking) or external parties and the general
praductivity and reverue generated in covered stocks.

The views expressed in this report accurately reflect the personal views of the analyst(s] covering the subject securities. No part
of said person's compensation was, is, or will be directly or indirectly refated to the specific recommendations or views
contained in this research report. In addition, said analyst has not recelved compensation from any subject company in the last
12 months.

Ratings and Definitions
Raymend James & Associates (U5} definitions "

Strong Buy [$B1) Expected to appreciate, produce a total return of at least 15%, and outperfiorm the S&P 500 ever the next six to 12 months,
For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at beast 15% Is expected to be realized
over the next 12 menths,

Dutperform (MO2) Expected to appreciate and outperform the S&P 500 over the next 12-18 months. For higher yielding and more
conservative equities, duch as REITs and certaln MLPs, an Outperform rating is used for securities where we are comfortable with the relative
safety of the dividend and expect a total return modestly exceeding the dividend yield over the next 12-18 months.

Market Perform (MP3) Expected to perform generally in line with the 5&F 500 over the next 12 months.

Underperform (MU4) Expected to underperform the SSPS00 or its sector over the next six to 12 months and should be soid.

Suspended (5] The rating and price target have been suspended temporarily, This action may be due to market events that made coverage
impracticable, or to comply with applicable regulations or firm policies In certain circumstances, including when Raymond James may be
providing investment banking services to the company. The previous rating and price target are o longer in effect for this security and should
nat be relied upon.
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Raymond James Ltd. (Canada) definitions

Strong Buy (SB1) The stock Is sxpected to appreciate and produce a total return of at least 15% and cutperform the SERTSX Composite Index
over the next six months.

Outperform (MOZ) The stock is expected to appreciate and outperform the 58P/TSX Composite Index over the next twelve manths.

Market Perform (MP3) The stock is expected 1o parform generally in fing with the SEP/TSK Compasite Index over the next twebve months and
Is potentially a source of funds for more highly rated securities.

Underperform [MU3) The stock is expected to underperform the S&P/TSX Composite Index or its sector over the rext six b twehe months
and should be sold,

Raymond James Latin American rating definitions

Strong Buy (SB1) Expected to appreciate and produce a total return of at least 25.0% over the next twelve menths,

Outperform [MO2) Expected to appreciate and produce 3 tatal return of between 15.0% and 25.0% over the next twehve months.

Market Perform [MP3) Expected to perform in line with the underlying country index.

Underperferm [MUM] Expected to undenperform the underlying country index.

Suspended (S} The rating and price target have been suspended temporarily. This action may be due to market events that made coverage
imgracticable, or to comply with applicable regulations or fiem policies in certaln cir . Including when Raymond James may be
providing imvestment banking services to the company, The previous rating and price target are na longer in effect for this security and should
not be refied upon,

Raymond James Eurcpean Equities rating definitions

Strong Buy (1) Expected to appreciate, produce & total return of at least 15%, and outperfarm the Steed 600 over the next 5 to 12 months.
Outperform [2) Expected to appreciate and outperform the Stoxx 600 over the next 12 manths.

Market Perform [3) Expected to perform generally in line with the Stoxx 600 over the next 12 manths.

Underperform [4) Expocted to underperfarm the Stoxx 600 or its sectar over the next 6 to 12 months.

i transacting in any security, investors should be aware that other securitles in the Raymond James research coverage unhverse might carry a
higher or kower rating. Imnestors should feel free to contact their Financial Advisor to discuss the merits of other available investments.

Rating Distributions
Coverage Universe Rating Distribution Investment Banking Distribution
RIA RIL R LatAm RIA RIL R Lathm
Strong Buy and Outperform (Buy) 58% 8% 35% 16% 58% a7%
Market Perform (Hold) 8% 20% 56% 5% 38% 0%
Underperform (Sell) 5% 1% 9% % % %

Suitability Categorias (5R)

For stocks rated by Raymond lames & Associates only, the following Sultabllity Categories pravide an assessment of potentlal risk factors for
investors. Sultability ratings are not assigned to stocks rated Underperform (Sell). Projected 12-manth price targets are assigned only to
stocks rated Strong Buy or Outperform.

Total Return (TR} Lower risk equities possessing dividend yields above that of the S&P SO0 and greater stability of principal.
Growth (G) Low to average risk equities with sound financials, mare consistent earnings growth, passibly a small dividend, and the petential
for long-term price appreciation,

Aggressive Growth [AG) Medium or higher risk equities of companies in fast growing and competitive industries, with bess prediciable eamings
and acceptable, but possibly more leveraged balance sheets.

High Risk (HR) Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and competitive issues,
higher price volatility (beta), and risk of principal.

Venture Risk (VR] Companies with a short or unprafitable operating history, limited of less predictable revenues, very high risk associated
with success, and a substantial risk of principal.

Raymond James Relationship Disclosures

Rayrriond James expects (o receive or intends to seek compensation for investment banking sendces from the sulblject compandes in the
next three months.

Comparny Nama Disclasura
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Company Name Distlosure
Cracker Barrel Oid Raymond James & Associates makes a NASDAC market in shares of CBRL.
Country Store, Inc. Raymand James & Associates rocelved banking secur Lated

compensation from CERL within the past 12 months,

Raymond James & Assocates received non-securities-related compensation from CBAL within
thi past 12 months.

Stock Charts, Target Prices, and Valuation Methodologies

Valuation Methedology: The Raymond James methodalagy for assigning ratings and target prices includes a number of qualitative and
quantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; managemaent effectiveness;
compatition; visibility; financial condition, and expected total return, among other factors. These factors are subject to change depending on
averall economic conditions or industry- or company-specific sccurrences. Only stocks rated Strong Buy ($81) or Qutperform (MOZ) have
target prices and thus valuation methodologles.

Target Prices: The information belaw indicates cur target price and rating changes for CBRL stock over the past three years.
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Valuation Methodology: For Cracker Barrel our valuation methodology is based on absolute P/E multiples relative to the stock’s individual
trading history and relative P/E ratios versus its peer group and the S&P 500. Additional valuation methodologies include enterprise value-1o-
EBITDM and net asset value per share.

Risk Factors

General Risk Factors: Following are some general risk factors that pertain to the projected target prices included on Raymond larmes research:
(1) Industry fundarnentals with respect to customer demand or preduct / senvice pricing could change and adversely impact expected
revenues and earnings; (2} Issues relating to major competitors or market shares of new product expectations could change Investor attitudes
toward the sector or this stock; (3) Unfereseen developments with respest to the management, financial condition or accounting policies or
practices could alter the prospective valuation; or (4) External factors that affect the U.S. economy, interest rates, the .S, dollar or major
segments of the economy could alter Investor confidence and investment prospects. International investments involve additional risks such as
currency fluctuations, differing financial accounting standards, and possible political and economic instability.

Specific Investrnent Risks Related to the Industry or ssuer
Restaurant Industry Risk Factors

Risks include 1) a decling in the ability or propensity for consumers to purchase meals outside the home; 2) & jump in raw food prices o
energy prices; and 3) a drop in market P/E levels,

Company-Specific Risks for Cracker Barrel Old Country Store, Inc.

12011 Regymend James & Associabes, Inc., member New York Stock Exchange/SIPC. A ights reserved, T
Internathonal Headquariors:
The Raymand James Financial Center | 880 Carllon Parkery | 5L Petersburg, Florida 33716 | B00-248-5063 RAYMOND JAMES
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Cracker Barrel's company-speciic risks Include: 1) its reliance en customers traveling the Irterstate highway system creates above-average
economic sensitivity and exposure 1o events that would disrupt car travel; 2) its geegraphic concentration in the Southeast; and 3] execution
risks as management continues 1o work to drive operating margins back to historical levels,

Additional Risk and Disclosure hrormuljun. as well as mkﬂmmﬁmmmmmdurm rating system and sultability
categories, i available at ricapit; i Searc il \ain.a; copluufmmrd-wmm-dumu Sufmmary
policies relating to research yst in ..-.--wtmbe b *bf g any R d James B Associates or Raymond lames
Financial Services office (please see (aymondiames.com for I)‘Fﬂmloutimsl or b'|| calling 727-567-1000, toll free 800-237-5643 or
sending a written request to the Equity Research Liieary, Raymond Jamas & Associates, Inc., Tower 3, 6™ Floor, 880 Carillon Parkway,
St. Petersburg, FL 33716,

For clients in the United Kingdom:

For clients of Raymond James & Associates [RIA) and Raymond James Financial International, Ltd. [RIFI): This report is for distribution
only to persons wha fall within Articles 19 or Article 48(2) of the Financial Services and Markets Act [Financial Promotion) Order 2000 as
Investment professionals and may not be distributed to, or relled upon, by any other person,

For clients of Ray d Jarmas I Services, Ltd.: This repart is intended only for clients in receipt of Raymond James Investment
Services, Ltd."s Terms of Business or others to whom it may be lawfully submitted.

For purpases of the Financial Services Authority réquirements, this research repart is classified as objective with respect to conflict of
interest management. RIA, Raymond lames Financial Internaticnal, Ltd., and Raymond James Investment Senvces, Lid, are authorized
and regulated in the UK. by the Financial Sendoes Authority.

For institutiane! clients in the European Econormic Area (EEA) outside of the United Kingdam:

This document (and any attachments or exhibits herate] is intended only for EEA institutional clients or others to whom it may lawfully be
submitted,

For Canodian citents:

Review of Material Operations: The Analyst and/or Associate is required to conduct due diligence on, and where deemed appropriate
wisit, the material aperations of a subject company before Initiating research coverage. The scope of the review may vary depending on
the complexity of the subject company’s buginess eperations.

This repodt is ot prepared subject to Canadian disclosure requirements.

For Latin Americon clients:

Registration of Brazil-based Analysts: In accordance with Regulation #4583 issued by the Brazil Securities and Exchange Commission {CVM)] in
October 2010, all lead Brazil-based Research Analysts writing and distributing research are CHPI certified as required by Art. 1 of APIMEC's
Code of Conduct [www.apimec com.brfsupervisan/cadigodeconduta). They abide by the practices and procedures of this regulation as well as
internal precedures in place at Reymond lames Brasil 5.4, A list of research analysts aceredited with the APIMEC can be found on the webpage
[www.apimec.com.brf eertificacan/Profissionats Certificados),

Mon-Brazil-based analysts writing Brazil research and or making sales efforts with the same are released from these APIMEC requirements as
stated i Art. 20 of CVM Instruction #483, but abide by recognized Codes of Conduct, Ethics and Practices that comply with Articles 17, 18, and
19 of CVM Instruction 1483.

Proprietary Rights Notice: By accepting a copy of this repert, you acknowledge and agree as folb

Thils report is provided to dients of Raymond larmes only for your personal, noncommercial use. Except as expressly sutharized by
Rayrmond lames, you may nat copy, reproduce, transmit, sell, display, distribute, publish, broadeast, circulate, modily, disseminate or
cemmercially exploit the information contalned in this report, in printed, electranic or any other form, in any manner, witheut the prior
express wiitten consent of Raymand James. You also agree not to use the infermation pravided in this repart for ary unlawful purpese.
This report and its contents are the property of Raymend James and are protected by applicable copyright, trade sexret or other

Intellectual property kaws (of the United States and other countries). United States law, 17 U.5.C. See.501 et seq, provides for chvil and
criminal penalties for copyright infringement.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washingten, D. C. 20549

FORM 8- K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of The Securities Exchange Act of 1934

Diate of Report (Date of cardiest event reponed): March 22, 2009

THE STEAK N SHAKE COMPANY

(Exact name of registrant as specified in its charier)

INTHANA 0- B445 37- 0684070
(Sate or other jurisdiction (Commission File Number) (L.EL.5. Employer
of incorporation) Identification Mo.)

36 5. Pennsylvania Street, Suite 00
Indianapolis, Indiana 46204
{Address of principal executive offices) & (#ip Code)
Registrant's telephone number, including area code: (317) 633- 4100

Mat Apglicable
(Former name or former address, if changed since last repon.)

Check the appropriate box belaw if the Form 8- K filing is intercled to simulisneously satisfy the filing obligation of the registrant under any of the
fellowing provisions:

[ ] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

- [ Soliciting material pursuant to Bule 14a- 12 under the Exchange Act (17 CFR 240.14a- 12)

{1 Pre- ications p t 1o Rule 14¢- 2(b) under the Exchange Act (17 CFR 240, 14d- 2(b))

[ ] Pre- commencement communications purseant 1o Rule 13¢- 4(e) under the Exchange Act (17 CFR 240,13~ d(c})




Ttem 5.02 D!pirhlnnl'l}lnﬁuﬁ ar Certain OfTicers; Election of Directors; Appointment of Certain Officers;
tory Arrang of Certain Officers,

Effective March 22, 2009, Wayne L. Kelley resigned as a Director of The Steak n Shake Company (ithe “Company™). Mr. Kelley previcously had
imdicated that he would not stand for re- election at the Company’s 2009 Annual Meeting of Stockholders (the “Annual Meeting™). Mr. Kelley had
been a Director since 2003,

Mr. Kelley's resig Was lcated to the Board of Directors in a letter dated March 22, 2009 {ihe “Reslgnation Leiter). The Resignation
Letter is filed as Exhibit 17.] 1o this Report on Form &- K and is incorperated into this liem 5.02 by reference. The Company disagrees with Mr.
Kelley's position ss expressed in the Resignation Letter, Other than the issues raised in the Resignation Lester, there were no stated disngreements by
Mr. Kelley with the Company on any matter relating to the Company's operations, policies or practices which led 10 Mr. Kelley’s resignation.

Mir. Kelley has been provided with a copy of this Repont on Form 8- K. Should e submit a letier to the Company cxp g
with the disclosures made herein, the Company will prompily file a copy of such letler, in accardance with the applicable rules Imﬁu the Securitics
Exchange Act of 1934, as amended,

Ttem 9.01 g and Exhibi

(d) Exhibits.
The following exhibits are filed with this repost:

17.1 Letter from Wayne Kelley dated March 22, 2009,




SIGNATURES

P 1o the requi of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalfl by the
undersigned thereunto duly authorized.

THE STEAK N SHAKE COMPANY

By:

Sardar Biglari

Executive Chalrman and Chief Exccutive Officer

Diated: March 26, 2009




EXHIBIT INDEX

Exhibit Mo, Description

17.1 Letter from Wayne Kelbey dated March 22, 2009,
EXHIBIT 17.1

Te: Board of Directors of The Steak n Shake Company
From: Wayne L. Kelley

Date: Masch 22, 2005

Subject: Resignation

Gentlemen and Ft.mh,

Over the last several months, | have thought about the wisdom of remaining on the board of directors of The Steak n Shake Company a
number of times. Obvicusly, | have very strong feslings far the company and its iconic brands. However, ns time has gone on, | have felt that my
contribulions, as well as those of other board members, have not been welcomed or appreciated. 1 have also thought that the advice of board
miembers has not been sought, either before or after major decisions affecting the company. In my various corporate experiences over the years that |
have besn involved in business, bath a5 an officer and as CED, Chairman andier a board member, | have expected (either as a participant or as the
person mare in control) that thers would be an active interaction betwesn the leaders of a company's management and its board of directors. There
wias 1o be a partnership in developing and monilaring the company’s vision and goals. Unfortanately, I do not find that & be the case with the current
situation at The Steak n Shake Company.

In miy opinian, the current leadership of the Steak n Shake Company is less interested in fhe brand than in the Jesdershi .
Nhiugh our current chalmman and CEL espoises op and Cransg y, the opposite has the case. The boand has
i ing the vision and strabegy of the business, bat mther has been informed about it belatedly, fThis s a pablic

¥ one i : ‘seam that the best wary o procesd would be to selicit informed

opinions, even if they were not consistent with the person or people in charge.

i in inibon does not appear W be any desire to appreciste or be mmptlv:l.u-u&m!ﬂ of view on the %ﬁdmmm i
fhe curment Steak n S chalrmans position fl am hereby resigning from the ol direciorns o teak n Shake Company live on Sunday,

¥ "

1 would conclade by wighing my best 1o a brand that is very close 1o my heart.

Respectfully,

“I'nrng L. K!I|E_'f



(see attached)
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Steak n Shake changing its name, moving
HQ to Texas

Cory thnutan

Indianapolis is on the verge of losing one of its mest prominent public companies.

The Steak n Shake Co. is planning to ehange its name to Biglari Holdings Inc. and move its
headquarters to San Antonio. The Steak n Shake restaurant chain would remain as a subsidiary of the
renamed company and refain o presence in Indianapolis.

Chairman and CEOQ Sardar Biglari plans to put the changes to a shareholder vote at the company’s
annual meeting April 8 in New York City.

Biglari, 32, operates the private equity Lion Fund and other investment vehicles out of San Antonio,
where his family has lived since they emigrated from Iran in the 1980s.

The Steak n Shake corporate Web site still lists the Century Building at 36 5. Pennsylvania St. as the
company's headquarters, but a Jan. 29 anncuncement about the pending name change includes a San

Antonio dateline.

The company already lisis San Antonio as the “address of principal executive officers™ in recent
Securities and Exchange Commission filings, and a high-ranking company official confirmed to JB.S

Tittpe/fwww.ibj.com/article/ print farticleId=16244(11/9/2011 7:27:33 PM]
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that the publicly traded company will be based in Texas.

‘The company has reserved the ticker symbol BH on the New York Stock Exchange, and will switch
from SMS on April 9 if a majority of shareholders approves the change.

It wasn't clear whether local jobs would be affected by the move. Steak n Shake already has scaled

back its headquarters operation but still has employees spread over a couple of floors it leases in the
eight-stery Century Building downtown. The company has just two aamed executive officers, Biglari
and Interim CFO Duane Geiger.

Steak n Shake was founded in Mormal, L, in 1934 but has had its headquarters in Indianapolis since
the 1970s.

Any time a headquarters leaves, it’s a blow to the city, said Indy Partnership President Ron Gifford,
who said he hadn't heard about a potential move for Steak n Shake.

“Having a corporate headquarters is the equivalent.of a company making a commitment to its home,
both literally and fguratively,” Gifford said. “When a corporate headquarters moves, the investment in
the community tends to decline.”

The company telegraphed a potential headquarters move in August 2008, when it withdrew a request
for a £100,000 tax abatement and $200,000 state iraining grant in exchange for retaining 160 jobs and
investing $2.5 million in new equipment at its local headquarters.

Biglari and other Steak n Shake officials did not return phone messages by press time.
Aggressive moves

Biglari used a proxy fight to seize control of the burger chain in 2008, then promptly cut costs,
launched new promotions and trimmed spending on restaurant maintenance and investment from an
average of $55 million per year to just §5.8 million last year.

The moves helped the chain break a 14-quarter streak of declining same-store sales, but also raised
questions about whether Biglari is jeopardizing Steak n Shake's future in exchange for short-term
'FII"D‘FIB. L]

Biglari in June persuaded the board to transform Steak n Shake into a halding company for a diverse
range of investments and give Biglari sole discretion over asset o tion. The board's vote essentially
allowed the hedge-fund owner to use the publicly traded company as a personal investment vehicle,

The unanimous vote came after Biglari, the board chairman, managed to push oul every me
unwilling to give him diciatorial authority over Steak n Shake despite his relatively modest ownership

percent through his Lion Fund.

The board now has five members, including Biglari, down from nine. Mow that the board has given
Biglari sole authority over all investments, the question is, who holds Biglari accountable?

Former interim CEQ Wayne Kelley, who resigned from the board in March 2009, blasted the young
executive at the time for ignoring the board's advice and neglecting the Steak n Shake brand.

“Although our current chairman and CEOQ espoused openness and transparency, the opposite has been

the case,” Kelley wrote in his resignation letter. “The board has not been actively involved in
developing the vision and strategy of the business, but rather has been informed about it belatedly.”
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Name game

Biglari, a supremely confident Warren Buffett disciple, hasn't been shy about attaching his own name
to the Steak n Shake chain. A photo and greeting from Biglari now welcome guests at each of Steak n
Shake's 486 locations in 21 states.

Renaming the parent company Biglari Holdings acknowledges a fledgling but successful tumaround—
the company eamed $5.5 million in its fiscal fourth quarter compared to a year-ago loss of $3.4
million. Tt also rebrands the company as something mare than a hamburger and milkshake factory.

Biplari in August closed on a 523 million deal to merge Steak n Shake with another holding company
he controlled, Western Sizzlin Corp., which franchises a chain of 105 steak restaurants and also owns
stakes in Houston-based Mustang Capital Advisors and Bellevue, Wash.-based barter network ITEX

Corp.

In December, Steak n Shake offered 1o acquire Fremont Michigan Insuracorp Inc. in a deal worth as
much as $37 million, apparently so Biglari could use the small insurer’s 360 million investment
portfolio to fund more acquisitions, The company also initiated an unusual 1-for-20 reverse stock split
that pushed the per-share price above $300, out of reach for many shert-term investors.

Steak n Shake investor Max Olson, who runs Salt Lake City-based Max Capital Corp., said the reverse
split and name change are “unnecessary™ but shouldn't do any harm. He picked up his Steak n Shake
shares as part of the deal with Western Sizzlin.

“] think maybe it's a little too much, too fast,” said Olson, who met Biglari at last year's annual
meeting for Buffert’s Berkshire Hathaway in Omaha. “He's done a fantastic job of wiming the
company around. But in my view, it would have been better to wait a little longer.”

Other investors see the change as necessary since they now are betting not so much on a single
restaurant chain, but on the potential of an up-and-coming asset manager.

Channeling Buflett

In fact, the company’s latest annual report lists a new Mo. | risk-factor investors should consider
before they buy Steak n Shake's shares: the potential loss of Biglari.

“If for any reason the services of Mr. Biglari were fo become unavailable, there could be a material
adverse effect on our business, since he is singularly respensible for business and investment
activities,” the company said.

Other risks include restaurant-industry competition, the economy and debt covenants—but these don't
merit a mention until later down the list.

Wall Street analyst Michael Gallo of New York-based C.L. King & Associates Inc. reiterated a neutral
rating on Steak n Shake shares in a Feb. 1 note, citing & tough restaurant environment and the risk that
Biglari will overpay for an acquisition.

“While progress over the last couple of quarters has been encouraging, we believe the key determinant
of value creation geing forward will be the success of Steak n Shake in transitioning into a
conglomerate-like holding company,” he wrote.

Biglari guided his hedge fund to post strong retwrns in 4 booming market, and he successfully agitated
for changes at Friendly Tee Cream Corp. that led to a profitable sale of the Massachusetts-based
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company. Otherwise, he doesn’t have much of a track record suggesting he is capable of designing hig
own version of Berkshire Hathaway.

He and Buffett share similar visions for what makes an attractive investment, along with an interest in
courting long-term investors. Biglari's desire to include himself in the branding for Steak n Shake calls
to mind the approach Buffett has taken with Berkshire Hathaway's Geico subsidiary, where the
popular Gecke mascot frequently cites Buffett as evidence of the company's strength and stability.

But there are differences, too. Berkshire Hathaway just split its B shares in the opposite direciion,
making them accessible to more investors as part of a £34 billion deal for the railroad Burlington
Maorthern Santa Fe. Buffett didn’t name hiz company after himself, electing o keep the moniker of the
now-defunct textile company that launched his conglomerate.

And Buffett famously cams a base annual salary of just $100,000, the same he's taken home for more
than 25 years,

Biglari, on the other hand, sought and received a 220-percent raise last year to $900,000, reimbursed

himself about $500,000 for the proxy fight be used to take over Steak n Shake, and paid himself
another $48,000 last year for travel expenses, including accommodations at the Conrad Indianapolis.»
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Biglari Proves Buffett Right

http://www. fool.comy/investing/value/ 2010,/05/11/biglari-proves-buffett-right.aspx

Richard Gibbons
May 11, 2010

According to Warren Buffett, "In looking for someone to hire, you look for three qualities: integrity,
intelligence, and energy. But the most important is integrity, because if they den't have that, the
other two qualities, intelligence and energy, are gaing to kill you.”

Now, it might seem like Buffett was talking about people like Dennis Kozlowski, who was found
guilty of stealing $600 million at Tyeo (NYSE: I¥C ) , or Martin Grass, convicted for overseeing a
§1.6 billion accounting fraud at Rite Ald (NYSE: RAD ) . But management doesn't need to commit
a felony to cost you money.

Sardar Biglari, of Biglari Holdings (NYSE: BH ) , formerly known as Steak n Shake, is showing
just how far management can go te rip off shareholders, and it doesn't seem to be breaking a
single law te do it.

Paving with good intentions

Steak n Shake had shown slow profitable growth for years, but it faltered in 2007 and 2008. Biglari
began buying shares, eventually bullding an 8.5% stake in the company. Then, he began a heated
campaign, complete with promotional billboards around the company headquarters, to win two
seats on the board.

Blglari's argument was simple -- Steak 'n Shake had underperformed the peer group, and
management had destroyed value, In contrast, he would run the company for the shareholders. In
a February 2008 letter, Biglari wrote, "Not only will I refuse extra remuneration for the time I
intend to commit, but 1 also will not accept any stock options. The reason is simple: We are one of
the largest shareholders; thus, we plan to make money with you, not off you.®

About a month later, Biglari won two seats, bumped out the chairman and CEO, and began taking
control of the company. Steak n Shake returned to profitability in 2009, and the stock jumped.

Finally, this year, Biglari renamed the company Biglari Holdings, seemingly telegraphing that the
company would become his investment vehicle.

What's yours is mine
However, now it seems like Biglari actually meant to telegraph something else. Biglari Holdings is

acquiring Biglari Capital, which acts.as general partner of Biglari's Lion Fund hedge fund, for an
amount equal to its assets. [In the pi L ILS enacting one e sweetest compensation
agreements I've ever seen at a public company. Ve

When Biglari Holdings grows, Biglari will take a guarter of the book value growth above the level of
5%, exclusively for himself. If book value declines, Biglari won't get this extraordinary

compensation until the returns exceed a 5% annual growth rate over the highest book value.
Roughly half of the after-tax value of the payment must be spent on shares of Biglari Holdings.
Essentially, Biglari's going to use the company's assets to take the company from the shareholders,
plece by pieca.

Mow, 25% of growth over 5% might not seem like very much, but it will make a huge difference in
long-term returns. By my calculations, if Warren Buffett had made the same deal when he ook
over Berkshire Hathaway, it would have cost shareholders over 80% of their future returns.

Shareholders’ rights?

In a May G letter to outraged shareholders, Biglari defended the move as simply an innovative
compensation scheme that aligns his interests with shareholders. But 5% Is pretty close to the
level that U.S. 30-year bonds yield right now, when interest rates are near record lows. So, if
Biglari just does a tiny bit better than government bonds, he'll get a nice payday. Maybe he should
consider indexing, SEP 500 companies typically post an aggregate return on eguity of 10% o 12%
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over the long term. Biglari could buy an index fund and relax on the beach, doing nothing and
draining millions from shareholders year after year.

The amagzing thing is that Biglari appears to think he's the good guy defending shareholder rights.
He's now attempting to take over anocther business, Fremont Michigan Insurance. In an
incredibly brazen move, Fremont has managed to lobby Michigan's legislature to change state
corporate law in 8 manner that has the effect of entrenching the company's management.

To show its outrage, on the very same day that Biglari's egregious compensation scheme was filed
with the SEC, Biglari Holdings published a press release saying, "Fremont shareholders do not need
a CEO who displays total disregard for shareholder rights and value.”

Maybe Biglari Holdings doesn't need one elther.

Look for alternatives

Buffett summarizes the investment lesson well: "When you hire someone to run your business, you
are entrusting him or her with the piggy bank. If these people are smart and hardworking, they are
going to make you a lot of money, but it they aren't honest, they will find lots of dever ways to
make all your money theirs.”

Buffett's absolutely right. These sorts of "jockey" situations, where a brilliant investor works on
your behalf at a public company, can work out great. When the jockey has integrity and truly
wants a partnership with shareholders, the long-term returns can be extraordinarily high. In fact,
after the decline caused by this compensation arrangement, our own Motfey Fool Special Ops team
thinks at Its current valuation, Biglari Holdings has a greater margin of safety that compensates for
Biglari taking a huge chunk of shareholders' future value off the top.

If you'd rather steer clear, though, there are alternatives. Buffett's Berkshire Hathaway is the most
abvious example, but there are a bunch of others as well. Cumming and Steinberg with Leucadia
National (NYSE: LUK ) . Bruce Flatt and his team at Brookfield Asset Management {NYSE:
BAM ) . Sears Holdings' Eddie Lampert. Terra Nova Royalty's Michael Smith. All these guys
have proven to be expert investors, and done it with integrity. They offer shareholders a way to
gutperform the market simply by buying shares and holding for the long term.

The Foolish bottom line

Of course, often the jockey's Investing prowess is already priced into the stock, but occasionally, it
isn"t. In such case, the returns can be even better, as the stock's return to fair value magnifies the
jockey's gains. These are the jockey stocks on which you should focus.

Legal Information. € 1995-2011 The Motley Fool. All fights reserved.
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amid pay uproar

Scott Olson  Augusl 10, 2010

The parent company of Steak n Shake has postponed an Aug. 24 meeting in which sharcholders were
sol Lo vole on a controversial pay package for CEO Sardar Biglari,

In a late Monday announcement, San Antonio-based Biglari Holdings Ine. said the decision to delay
the meeting is the result of “misinformation” that the company needs to address. A new date has not
been set.

“Biglari Holdings is pleased that to date it has received wide backing in faver of the incentive
agreement,” the statement said. “However, misinformation and mischaracterizations of the proposed
agreement by certain analysts and investors have generated questions and uncertainty, which the
company wants to address for the benefit of all shareholders.”

Al issue is a pay package announced in April in which Biglari Holdings said it would begin paying
Biglari 25 percent of any increase in the company's annual book-value growth topping 5 percent.

That means the CEO's bonus pay would be based in part on asset growth rather than income. The
bonus pay wauld be in addition to the $900,000 annual salary Biglari eams.

The Motley Fool columnist, Richard Gibbons, has called it “one of the sweetest compensation
arrangernents 1"ve ever seen at a public company”—one that would cut deeply into shareholder retums.

Ken Skarbeck, managing partner of Indianapolis-based Aldebaran Capital LLC and a colummist Fur i

[BJ, said the pay is too rich for such little grmwh_.f—
Paying Biglari 10 percent of an increase in the company’s annual book-value growth topping 10
percent would make mare sense, he said.
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“This guy's trying to make 30 million bucks a year,” he said. “That"s ridiculous for some 30-year-old
kid who's running a restaurant chain.”

Megative reaction to the pay arrangement has contributed to a sweon in Biglari Holdings shares. The
stock now trades at around $283, down maore than 47 percent from its peak of 8418 in early April.

In a three-page letter to sharcholders in May, Biglari defended the agreement, noting that it requires
that he use at least half his after-tax bonus to buy additional Biglari Holdings shares, further tethering
his fortunes to those of other investors.

“In other words, 1 am obligated to reinvest continually in BH. The premise coincides with my belief
that stocks should be purchased with camed cash rather than be gifted,” he wrote,

Biglari Holdings said in Monday's statement that the company®s govemance commities, consisting
entirely of outside directors, unanimously approved the incentive agreement because it in fact links pay
to economic performance rather than stock-price or other non-performance-based benchmarks.

Biglari took over Indianapolis-based Steak n Shake Co. in a 2007 proxy fight, helped return its
restaurants to profitability, then transformed it into a holding company for a diverse range of
investments.

The renamed company, which relecated its headquarters from Indianapolis to San Antonio, has moved

aggressively to invest or take over other firms, including a small Michigan insurer. The Steak n Shake
resteurant operations remain in Indianapolis.
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To the Board of Directors:

In light of the company's recent decision to implement a new incentive bonus
agreement for its CEO and Chairman, Sardar Biglari, we are writing to express

our concern.

{m

contrary to the ethos Mr. Biglari claimed to have when nominating himself for
election to the Board of Steak ‘n Shake.

e current system, as proposed, is ridiculous by itself and, additionally, runs W

The decision by the Board of Biglari Holdings to accept such a generous and
easily manipulated compensation system, demonstrates they either fail to
understand the nuances of the proposal or they are simply unwilling to take a
stand against Mr. Biglari, ignoring their obligations to shareholders. - J

- —

* E *

Let us remind the board, of what Mr. Biglari, then attempting to gain a Board
seat on Steak ‘n Shake, said with respect to how executives should be

compensated.

In our assessment, the variable element of the compensation package
should be tied to the executives’ ability to generate free cash flow
and to earn a high return on invested capital.

Mr, Biglari continued:
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The current compensation arrangement is askew, so that even if the
company performs below its competitors, management and
directors will stand to gain.

The current compensation arrangement, if applied retroactively to prior Steak
‘n Shake management, would increase the very rewards Mr. Biglari claimed
were already excessive in light of their poor performance,

We suspect Mr. Biglari's thinking towards compensation has changed now that
he’s in charge. How else could he desire a pay package that violates his own,
purported, tenets?

To be perfectly clear, the currently proposed package, without
modification, destroys shareholder value.*

We think we can all agree that paying for performance is both necessary and
desirable. We believe the current framework the board has put in place can, if

mcdiﬁe_d. work to the benefit of both management and shareholders.

Luckily, Mr. Biglari has already provided a better template for the board to
consider that employs both invested capital and a higher hurdle rate.

As Chairman and CEO of Western Sizzlin Corporation, Mr. Biglari designed the
following performance bonus structure for Robert Moore, CEO of Western
Sizzlin Franchise Corporation:
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Such bonus shall be equal to twenty percent (20%) of Cash Flows in excess of $
2.3 million annually as adjusted by a charge of 20% of any incremental
reinvestment of capital during each year (“Bonus Compensation”).

We welcome the opportunity to help the board determine a more equitable
compensation arrangement before the next shareholder meeting. We would

appreciate a response at your earliest convenience,
Sincerely yours,

NFI

Sources:
http://www.sec.gov/Archives/edgar/data/93859/000009385910000008/forn
[http:/ fwww.sec.gov/Archives/edgar/data/93850/ 0000093 85910000008/ formiog_1qzo10.htm<br />]
http://www.sec.gov/Archives/edgar/data/930686/ 000110465909030087f aog
-11139_1ex10did4.htm

[hittp:/ fwww.sec.gov/Archives/edgar/data/g30686/000110465909030087/209-11139_1ext10d1d4.him]
* The language was modified from the original letter in an effort to be suitable
for a wider audience.
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