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PART |

ITEM 1. BUSINESS

Overview: Good Times Restaurants Inc., a Nevada corporatien“(Company ” )was organized in 1987. Through
wholly-owned subsidiary, Good Times Drive Thru I(¢. Drive Thru " ), we are engaged in the business of develo
owning, operating and franchising hamburger-oriérdevethrough restaurants under the name Good Times Bu&
Frozen Custard. Most of our restaurants are ldcaiethe frontrange communities of Colorado but we also |
franchised restaurants in North Dakota and Wyomidger the last two years, we have sold or clossthall number ¢
underperforming restaurants which has increased workaqgtal and improved operating margins. We hase a¢pai
all of our bank debt, increased our equity andiigamtly improved the profitability of the Company

As described below under “ Recent Developmentserecently entered into a series of agreements Bath Daddy 's
International, LLC, a North Carolina limited liaiyl company ( “ BDI " ), and Bad Daddys Franchise Developme
LLC, a North Carolina limited liability company (BDFD "), to acquire the exclusive developmenhtigfor Bad Daddy
s Burger Bar restaurants in Colorado, additionstargrant development rights for Arizona and Karnkesugh our wholl
owned subsidiary BD of Colorado LLC, ( “ BD of Colg) and a 48% voting ownership interest in the Bzatdy ’s
Burger Bar franchisor entity, BDFD (collectivelfnet“ Bad Daddy ' s Transaction ).

BD of Colo is engaged in the business of develgpavgning and operating full service hamburgeiented restaurar
under the name Bad Daddy 'Burger Bar. The Company manages BDFD under a geament agreement and BDFIL
engaged in the business of franchising Bad DaddBurger Bar restaurants across the country. Weotloonsolidate tt
operations of BDFD in our financial statements aesdount for our 48% ownership interest under thdtganethod ¢
accounting.

”

The terms “ Good Times " , “ we
Colorado and of the Company.

, “us ” and “ ol where used herein refer to the operations of Dfikeu, BD o

Financial & Brand Highlights
« We have had thirteen consecutive quarters of stone sales growth.

« We had an 11.9% increase in same store salesddisital year ended September 30, 2013 ( “ fisG4l32"),
including eight consecutive months of double dégiine store sales increases through November 38, 201

« We have recently repaid all of our bank and teriot déad have $6,100,000 in cash on our balance skestth
end of fiscal 2013.

« Our loss from operations improved by $1,247,00¢hinfiscal year ended September 30, 2011 ( “ figeall ")
compared to the fiscal year ended September 3@ @0fiscal 2012 " ),by an additional $191,000 in the fis
year ended September 30, 2012 ( “ fiscal 2012dmpared to fiscal 2011, and by an additional $1®1 jn fisca
2013 compared to fiscal 2012, exclusive of $99,@0@reopening costs in fiscal 2013 associated ®&ithof Colc
' s first restaurant under development.

e Our net revenues for fiscal 2013 increased by 3008 (+16.2%) to $22,892,000 from $19,706,000isna
year 2012, primarily due to increased same stdessthe introduction of breakfast and the purchafseva
franchised restaurants.

e Our loss from operations was $392,000 in fiscal®€dmpared to $474,000 in fiscal 2012.
e Our net loss was $544,000 for fiscal 2013 comparekb68,000 for fiscal 2012.
o In November, 2012 we introduced a new breakfastunlesit is already generating over 9% of total sales

« During fiscal 2012, we began a reimaging and rerugleorogram for our older restaurants that we pie
complete in 2014.

o We recently introduced a new All Natural, Hand Bie@ Chicken Tenderloin platform to replace our
chicken item. We have increased the categonalessmix from approximately 8% of total sales t@o¥3%.

« We believe Good Times is the only quick servicdawsnt concept in Colorado offering all naturaéfoanc
chicken with no hormones, no steroids, no antibgotind humanely raised, vegetarian fed animalsmwatanime
byproducts in the feed.

« We began a new television campaign the last wedkaws€h 2013 for the first time in over three yeavhjch ha
contributed to our continued same store salesaseethrough fiscal 2013 in addition to the nevekiiast menu,



the new chicken platform and other menu innovations

o We recently signed a new fiwear distribution agreement with Food Services ofefica that we believe w
lower our overall cost of sales as a percentagalet as a result of improved distribution and pasing costs.

« Over the last two years, we have sold three undiempeing restaurants for cash and have purchasedhigr
volume franchised restaurants from franchisees. avtiipate the effect will be continued improvemanoul
income from operations margin as a percentagele$.sa

« We plan to build additional Good Times Burgers &#en Custard comparywned restaurants in Colora
utilizing our 1,900 - 2,000 square foot, 40 seairdj room design.

Recent Developments

After looking at over two dozen concepts for pofesiacquisition over the last year, we have enténéd a series (
agreements with BDI and BDFD to acquire the exgkrisievelopment rights for Bad Daddg Burger Bar restaurants
Colorado, additional restaurant development rigbtsArizona and Kansas, and a 48% voting ownerdftigrest in th
franchisor entity, BDFD, for the offering of Bad @@y ' s Burger Bar restaurant franchises.

Bad Daddy ’'s Burger Bar is a relatively new restaurant contleat has been in existence for approximately tlyeses
There are currently eight existing Bad DaddyBurger Bar restaurants, seven of which are Iddat®&lorth Carolina ar
one in South Carolina, including an airport conimesticensed to Host Marriot Services in the ChiéeloN.C. airport. C
the existing restaurants, three have been opandoe than one year.

BDI is owned by Dennis Thompson, a restaurant prereeur who has developed and taken public or suittiple
concepts (Lone Star Steakhouse, Bailey ' s Spoaritte GFox & Hound Pub, Firebird $ Woodfired Grill), and by Frai
Scibelli, a local restaurateur operating multiplghty successful, award winning concepts includMgma Ricotta ’s,
Cantina 1511, Midwood Smokehouse Barbeque, and Pad@acos and Tequila. Our criteria for acquiringesv growitt
concept were threefold:

1. A highly differentiated concept exhibiting high éoisier loyalty;
2. Industry leading unit economic model exceeding ®%4@sh on cash return; and
3. Experienced management that intends to participatee future growth and development of the concept

We believe that Bad Daddys’Burger Bar can meet each of these objectivestatdur relationship with BDI and BDF
can provide the vehicle for leveraging our existinffastructure in administration, accounting, mfi@tion technolog
purchasing, human resources and training, marketimj operating systems and processes in partneithgthe Bar
Daddy 's Burger Bar founders who have serial restaurgmemence and who can provide brand leadership @atbgy a
the Bad Daddy ' s Burger Bar concept is expandgatd Daddy 's Burger Bar operates in a different segment c
restaurant industry than Good Times Burgers & Fra2astard as a full service, upscale casual restagoncept with
chefdriven menu specializing in signature recipes, gmirburgers, sandwiches, salads, appetizers asdrtesvith a fu
bar specializing in craft microbrews. Based on continued review of their electronic point of salestem data th
immediately captures each customer transactionch ef their three existing restaurants that haemtopen for more th
one year, we have determined that Bad DadslBurger Bar average sales and average customek pkerestaurant ¢
materially higher than the Good Times Burgers &ZeroCustard average sales and average check (zerreed.

In April, 2013, we purchased the 48% interest inFBDfor an aggregate subscription price of $750,000e subscriptic
price was payable in two equal installments, thet 375,000 installment was paid on the date @tetion of th
Subscription Agreement, and the remaining $375i08@llment was paid in December 2013. The Comatpunts fc
this investment using the equity method.

On August 21, 2013 we completed a public offerifig2@00,000 shares of common stock, together wistirants t
purchase 2,200,000 shares of our common stock {Watrants " Jand additional warrants to purchase 1,100,000 sh&
our common stock ( “ B Warrants *With a per unit purchase price of $2.50. One sbammmon stock was sold toget
with one A Warrant, with each A Warrant being eigable on or before August 16, 2018 for one sh&ammmon stoc
at an exercise price of $2.75 per share, and tegetith one B Warrant, with two B Warrants beingexsable on ¢
before May 16, 2014 for one share of common stbeka@xercise price of $2.50 per share.

2
Per Shar Total
Public offering price $2.500 $5,500,00(
Underwriting discounts and commissi$0.175 $385,00C
Proceeds, before expenses, t $2.325 $5,115,00(
Expense! $0.207 $456,00C
Net proceeds, to $2.118 $4,659,00(

We intend to use the net proceeds from this offefor our remaining required equity contribution BOFD; for the
remodeling and reimaging of existing Good Timesdg®us & Frozen Custard restaurants; for the devetoprof new Ba
Daddy ' s Burger Bar restaurants through BD of Colo; andvasking capital reserves and future investmentha
discretion of our Board of Directors.

In October, 2013 we hired Bill McClintock as ViceeBident of Franchise Development for BDFD to depel nation:
franchise program to multi-unit operators for BaaldDy 's. Mr. McClintock is the former Vice Presidentkranchisin
and Real Estate for Buffalo Wild Wings and McCadlis s Deli.

On November 30, 2012 we purchased the real estalterlying an existing restaurant from our landltod$760,000. |
connection with the real estate purchase we enteteda sale leaseback agreement that was compbetethnuary 2
2013 with net proceeds of $870,000. The net pdxeeere used to pay in full the remaining PFGlelint loan ¢



$531,000 and to increase our working cap

On December 31, 2012 we purchased a restaurantsffoamchisee for total consideration of $1,256,00€luding the re:
estate and operating business. We paid $656,008sim and issued a short term note of $600,000.coffpleted a sa
leaseback transaction on March 1, 2013 for theast@te with net proceeds of $1,085,000. The rostgeds were used
pay in full the $600,000 short term note and t@éase our working capital.

On May 1, 2013 we purchased a restaurant from racliisee for total cash consideration of $75,000lugling the
equipment and operating business.

Concepts:
Good Times Burgers & Frozen Custard

We operate Good Times Burgers & Frozen Custarchuestts with two different formats that have evdharer thi
course of our history: a smaller, 880 to 1,000 sgjdiaot building without indoor seating that is ised on drivehrougt
service and limited walk up service; and a 2,40@asg foot, 70 seat dining room format that has lteemodel for the la
13 restaurants developed in Colorado. We havénduntefined the prototype design to reduce devedopincosts ar
improve the return on investment model for futuoenpanyewned and franchised restaurant expansion witB@01tc
2,000 square foot, 40 seat dining room designwiilatarry forward all of the core design elemenfour prior prototyp
design.

We operate at the upper end of the quick servisgueant ( “ QSR " rategory in terms of the quality of our ingredi
and pricing strategy, without a $1 menu or deepadieting. Consumer research has shown us thatuttemer feels
strong connection to us and feels better aboutsthgdGood Times Burgers & Frozen Custard over déingelr hamburg:
QSR brands due to the quality of our ingredient$ larand personality. As a result we have devel@edmmunicatior
umbrella called “ Happiness Made to Order with three primary brand pillars of Innovation, Qitya anc
Connectedness. All of our product initiatives designed to support a brand position that addereiftiation to ot
concept within the landscape of QSR competitorgjqudarly in the hamburger segment. Within Inntiea we strive t
create products and flavor profiles available oaly Good Times Burgers & Frozen Custard that chgée@SF
norms. Within Quality, our products are support®d Fresh, All Natural, Handcrafted attributes usimgh quality
regional ingredients. Within Connectedness, wiestio create connections with our customers basethe Colorad
lifestyle, local brand partners and community supnd involvement. With the introduction of Allatural, Han
Breaded Chicken Tenders in fiscal 2013 Good Timaeg&s & Frozen Custard will be the only QSR chinithe regiol
serving Fresh All Natural Angus beef and All Natu€aicken with no hormones, no steroids, no antitsoand humane
raised animals with no animal byproducts in thelfee

We continued to make significant product introdoieti and modifications in fiscal 2012 with a combimra of limited time
offer and permanent product introductions including280 Lifestyle menu providing lower calorie oiifgs, Sweet Pota
Fries, Summer and Holiday Shakes, Hatch Valley, Néaxico Green Chile Burritos, Fresh Grilled, Horéyred Baco
Burgers and Loaded Fries. During 2014, we plafotws on our new chicken platform, the new bredkfasnu, an
continued improvements in our core menu offerimgduding packaging changes.



While our primary value proposition for the consurizederived from the quality of ingredients andt¢aof our product
the current competitive and consumer spending enmient continues to redefine value expectationkimithe QSI
segment and a larger number of transactions ang lugiven by the availability of menu items at lovgegice points. Ot
lower priced options are consistent with our bratrdtegy to offer fresh, real, handcrafted foochwibique flavor profile
in our core menu categories of burgers, chickees ffrozen custard and fountain products, and antirtue to evolve ol
overall menu price ranges available for our custsmiacluding a lower tier option, a migkr everyday option and
premium tier for specialty products.

We will continue to focus on elevating the attrimitof our menu items that we believe give us auigosition il
hamburger quick service restaurantsresh All Natural Angus beef and All Natural Chiokimat is free from hormont
steroids and antibiotics and humanely raised watkamimal byproducts in the feed; Fresh Frozen Gdisteade fresh eve
few hours in every restaurant; Fresh Grilled Ho@eyed Bacon; Fresh Squeezed Lemonade; Fresh @gst E60% Brea
of Chicken; Freshly Sliced Produce and toppingh screal guacamole and sautéed mushrooms. Weuwsid work o
the preparation system and packaging design foborgers with the goal of achieving a more hottb#-grill, cooked tc
order flavor that is more common in fast casual @easlial theme concepts than in quick service nesitai

Bad Daddy’ s Burger Bar

Bad Daddy ' s Burger Bar operates in the emergiamall box, "grill and bar segment, which has a higher averhgel
and we believe is a step above fast casual consaptsas Five Guys and Smashburger and casual ttemepts such
Chili ’ s and Red Robin in terms of food qualitydaprice points, but below “ polished casuair’sports themed big b
concepts, such as BJ ' s, Cheesecake Factory affilBWild Wings. The average size of a Bad DaddyBurger Be
prototype restaurant is approximately 3,500 sqéeeewhich is smaller than other grill and bar seghcompetitors. Tt
menu consists of chef driven recipes within a neddy simple menu of signature burgers, saladsdwarhes an
appetizers in a high energy, pop culture orientetbaphere. The bar is dominated by craft beers whde prominer
enough to impact the overall feel of the design,deenot believe it is so dominant as to be a tufrfay families. We
believe the food quality is far superior to casi@me concepts, rivaling upscale casual concejitis,naenu item nam
that evoke an irreverent personality. Bad DaddyBurger Bar has been recognized for “ best burgerd has receivt
many other accolades by the Charlotte, North Qaagtiress and community as well as by USA Todayeasgtone of th
top 25 best burgers in the country.

Small box dining is the smallest, yet fastest grayvportion of fast and fulbervice casual dining, reflecting year:
evolution and innovation. We believe that Bad Dadds Burger Bar combines a reasonable average chégh
personality and convenient experience, innovatieeipes and above average quality yielding a stroatue
proposition. Fast casual has exhibited the mgjaft the growth in the restaurant industry over tast decade a
represents the largest segment within small boigiat nearly $23 billion in sales led by concepish as Panera Bre
Chipotle, Noodles, Pei Wei, Five Guys and CornekeBa

We believe that Bad Daddys Burger Bar is differentiated from other casudl gnd bar concepts, with a focused,
sufficiently diverse menu featuring a selectiorunique, chef-developed, “ gourmetienu items in an atmosphere wi
purposefully unsophisticated feel. With a per paraverage check that is higher than casual themeepts such as Ct
' s and Red Robin, Bad Daddy ' s Burger Bar is Eimio Burger Lounge, The Counter and BoblsyBurger Palace, t
below Zinburger, Five Napkin Burger and other higtieeck concepts, based on our knowledge of egi®ad Daddy s
Burger Bar restaurants ' sales mix. Bad DaddyBurger Bar offers a full bar, but most of itscdlol sales are deriv
from craft microbrew beers. Sales are divided Bygjlbetween lunch and dinner with hours of operafimm 11 am to 1
pm with restaurants open slightly later on weeketefs®ending on the surrounding trade area.

Based on managemens review of the average sales of the three operatistaurants that have been open for more
one year, we anticipate that Bad Daddyrestaurants will generate much higher salesqeare foot than the average
quick service restaurants and higher than the glyb#ported sales per square foot of concepts aadPanera Bread, F
Guys Burgers & Fries and B¥’Restaurants. We estimate that it will requicash investment of $700,000 to $900,0(
open each restaurant in the State of Colorado atidigate a return on investment model that is vegnpetitive in th
industry, based on our knowledge of existing Badldya’ s Burger Bar restaurants, the BDFD Franchise Disict
Document and other publicly available informationsomilarly sized restaurant concepts. The exgstBad Daddy 's
Burger Bar average sales per restaurant are mgbletihan the Good Times Burgers & Frozen Custeetdage sales ¢
restaurant as is their average check. We beliegretare additional purchasing and operating eficies that we ci
jointly develop between Good Times Burgers & FroZemstard and Bad Dadc’ s Burger Bar that will provide
competitive cash on cash return on investmentlas samlumes lower than the current average salegisfing Bad Dadc
' s Burger Bar restaurants.

BDFD has prepared a Franchise Disclosure Docunopetiating systems and processes and registeresiisakls and
ready for expansion through the sale of franchises.



Business Strategy

We are focused on continuing to improve the prbiiily of Drive Thru and developing additional Godimes Burgers «
Frozen Custard restaurants in our home state afr&ibd while aggressively developing the Bad DaddyBurger Be
concept with compangwned restaurants in Colorado, Arizona and Kansdsadth franchised restaurants across the
allowing us to leverage these strengths and oppitigs:

o Good Times is a 26 year old company with a vibrhaigh quality brand position in Colorado.

« We have no bank debt, a healthy balance sheet puaititive cash flow from operations and 12 consee
quarters of same store sales growth.

« We have an existing infrastructure with sophisédasystems and processes in place that can bdicagtly
leveraged with a new growth concept.

« We have the exclusive right to develop Bad DaddyBurger Bar restaurants in Colorado, as well d®iog
development rights in Arizona and Kansas.

« We have a 48% ownership interest in BDFD, the fn&gsar of the Bad Daddys Burger Bar concept, which
will manage under a Management Services Agreenframichising primarily to experienced, multitit operator
of other restaurant concepts.

« We are partnering with successful serial restauraten Bad Daddy 's Burger Bar, which we believe is
exciting new, emerging growth concept.

Our strategies for growing the Company includefetiewing:

1. Consistently Grow Comparable Restaurant SaM#e will continue to focus on comparable restausates driven k
increases in customer counts and increases invéirage customer check. Same store sales incr8aE¥din fiscal 201
compared to fiscal 2011 and increased 11.9% imlfi2813 compared to the same prior year period.hdfe to increa:
customer counts throughout fiscal 2014 through #irfaceted approach to continually improve the Goadel Burgel
& Frozen Custard brand experience for our custontecgigh:

« The new breakfast menu introduced in November 204Ris currently generating sales of over 9% tdltsales
consisting of Hatch Valley Green Chile Burritosffee and orange juice.

o The new line of all natural, hand breaded chiclerdérloin products that was introduced in March3@daking
Good Times Burgers & Frozen Custard the only QS&rcin Colorado offering all natural beef and cleic
raised without hormones or antibiotics and vegataféd animals.

« Continuing to communicate our core value propositizat is centered on the availability of frestghhguality
handcrafted products at several different pric@tsacross our menu.

« Shifting our marketing communications from predoanitty store level communications to include
reintroduction of television advertising and impksmation of new social media initiatives that legs ou
existing customer base.

« Introducing both permanent and limited time produtiat are only available at Good Times Burgersr&zer
Custard.

« Accelerating our reinvestment in our existing fiieis with reimaging and remodeling.

« Developing new Good Times Burgers & Frozen Custasthurants within the Denver marketing area terksy
existing operational and marketing efficiencies.

2. Reduce the Cost of Sales at our Good Times Burgisrozen Custard Restaurantdn fiscal 2012 our food ai
packaging costs decreased by 1.7% of restauragg faim fiscal 2011 and in fiscal 2013 they wess [Bwer than th
same prior year period. The decrease was primdué/to menu reengineering within our current meategories. Ol
weighted average commodity costs remained flaisicaf 2012 compared to the prior year and in fig@l3 increase
approximately 1.3% compared to fiscal 2012. Welémgnted a cumulative total menu price increas2.&% in fisca
2012 and 2.2% in fiscal 2013. We anticipate min@nmreengineering within our current menu categottee growth ¢
the new breakfast menu category sales and we legeatty entered into a new distribution agreemétit wood Servic
of America on more advantageous terms generally available to much larger restaurant companieg. bélieve that tt
effect of these more advantageous terms will dijgietiduce our overall cost of sales as a percentagetal sales in tt
fiscal year ended September 30, 2014 ( “ fisca20L

3. Improve our Income from Operations by Managing throfitability of Incremental Sales Growth. In addition t
reducing our cost of sales, the highest near tetorm on our capital investment and opportunitydiafit improvement i
from increasing sales in our existing Good TimesgBts & Frozen Custard restaurants. HistoricalBpending on tt
sales



volume of each restaurant, we have experienced@t8%50% profit contribution on incremental sal&y managing tr
profitability of compounding sales increases, wéelve we can continue to improve our income froneragions as
percentage of total revenues.

4. Leverage our Scale and Existing Infrastructure We have sophisticated systems and processes ia filat ca
support a larger organization than we currentlyrafgein accounting, information technology, reahtssand developme
marketing, purchasing, human resources and trainéggl and the costs associated with maintainingulalicly listec
company. Our agreements with BDI and BDFD affosdhe opportunity to increase both our compawned restaura
base and develop a large network of franchisecauwestts while realizing overhead efficiencies offfonr existing
infrastructure. We anticipate adding additionaly kmanagement personnel in functional areas sucheals estat:
construction and finance to support acceleratedsiro

5. Aggressively Expand Bad Daddy ' s Burger B&¥.e intend to develop several company-owned Bad paddurge
Bar restaurants during fiscal 2014 and 2015 whilginlg the foundation for accelerated franchise dgnothrougl
BDFD. Our ultimate objective is to be in a positim roll-up the operations of BDI, BD of Colo and BDFD thgbuthe
purchase of BDI § interests that we anticipate would be financeoluifph additional sales of our common stock, cread
larger base of ownership of compamyned and franchised restaurants. However, themebe no assurance that we
effect such a transaction or that the developmeBDoOF COLO or BDFD will be successful. While vuave certain fir:
rights to purchase BDI ’ s restaurants and BDliriterest in BDFD, we have no absolute rights tesdawithout BDI 's
decision to sell its BDFD interest.

Expansion strategy and site selection
Good Times Burgers & Frozen Custard

We believe that our highest return opportunity im @ood Times Burgers & Frozen Custard unit isoiwut our growth i
Colorado for operating and marketing efficienciésad our existing base of restaurants while buitflinew restaurar
within the Denver marketing area.

Any development of new Good Times Burgers & Frogarstard restaurants will involve our new prototypstaurar
design on sites that are on or adjacent to big @oxrocery store anchored shopping centers in hicfivity anc
employment areas. Our site selection for new veatds is oriented toward slightly higher incomendgraphic areas th
many of our urban locations and most of our tadjyétade areas are in relatively high growth ardath® Denver ar
northern Colorado markets.

We lease most of our sites. When we do purchadedavelop a site, we intend to sell the developedisto the sale-
leaseback market under a long term lease. Ourapyisite objective is to secure a suitable sit#h Wie decision to buy
lease as a secondary objective. Our site cribeciades a mix of substantial daily traffic, degsif at least 30,000 peo|
within a three mile radius, strong daytime popwolatand employment base, retail and entertainmeffictrgenerator:
good visibility and easy access.

Bad Daddy’ s Burger Bar

Our development of the Bad Daddy ' s Burger Barcept in companywned restaurants will focus on urban
suburban upper income demographic areas with mémimasehold incomes over $60,000, initially along fitont range ¢
Colorado, with a high concentration of daytime emgpient, upscale retail, movie theaters and hospitBDFD will focu:
on the sale of multi-unit development agreemenexperienced, well-capitalized multiit restaurant operators that h
other non-competing concepts. We believe the Badd® ' s Burger Bar concept has national expansion pafem
vibrant, growing, upper scale demographic markets.

Bad Daddy ' s Burger Bar locations are in-line amdicap locations in new and existing shopping censzelbpment
using approximately 3,200 square feet. While oao@Times Burgers & Frozen Custard restaurantéregestanding ar
require extensive site development and entitlenpeotesses, Bad Daddys’ Burger Bar restaurants can be devel
much more quickly due to the requirement for onbuéding permit, signage approvals and liquordise without the ne:

for extensive on- and offite development or land and zoning submittalsrandifications. We estimate that it will te
approximately 75 to 90 days to develop a Bad Daddgurger Bar from the time a building permit ssied.

Restaurant locations: We currently operate or franchise a total oftjhegight Good Times restaurants, of which thirty-
five are in Colorado. Three of these restaurargs dual brand ” pperated pursuant to a Dual Brand Test Agreemeh
Taco John ' s International, of which there is anblorth Dakota and two in Wyoming.

6
Denver, CO North
Total Greater Metro  Wyoming Dakota
Company-owned & Co-developed 25 25
Franchisec 10 10
Dual brand franchise 3 2 1
38 35 2 1
December: 2012 2013
Compan-owned restauran 17 18
Cc-developec 7 7
Franchise operated restaurs 15 13
Total restaurant 39 38

In January 2013 we purchased a restaurant in Témori@olorado from the franchisee, and in May 20E3purchased
restaurant in Castle Rock, Colorado from the frégesh In September 2013 we closed one upddierming restaurant
Silverthorne, Colorado whose lease expired SepteB8the2013. We anticipate that franchisees mayectye low volum



franchised restaurant in fiscal 20:

We expect to open our first Bad Daddy festaurant in Colorado in January 2014 and haeeadditional site under le:
with several more in various stages of negotiafiwrdevelopment in fiscal 2014 and 2015.

Menu
Good Times Burgers & Frozen Custard

The menu of a Good Times Burgers & Frozen Custasfaurant is limited to hamburgers, cheeseburgdisker
sandwiches, french fries, onion rings, fresh sge@emnd frozen lemonades, soft drinks and frozetaaiproducts. Ea
menu item is made to order at the time the custqiaees the order and is not pre-prepared.

In November 2012 we introduced a breakfast menwsisting of Hatch Valley Green Chile Breakfast Biosi orang
juice and coffee. The hamburger patty is made Widyer All Natural, All Angus beef, served on " bun. Hamburge
and cheeseburgers are garnished with fresh icdbttuge, fresh sliced sweet red onions, mayonnagisacamole, fre:
grilled honey cured bacon, and proprietary saudé® chicken products include 100% All Natural teroins that ar
hand breaded in each restaurant daily. Signatbieken products include the “ Hand Breaded Tendefrs,Buffalo
Chicken Tender, " “ Guacamole Bacon Chicken Tentand a “ Tuscan Chicken " Equipment has been automated
equipped with compensating computers to delivasresistent product and minimize variability in ofgérg systems.

All natural Angus beef and 100% all natural chicler raised without the use of any hormones, ariilsi or anime
byproducts that are normally used in the open ntae believe that all natural beef and chickerivdela better tastir
product and, because of the rigorous protocols tasting that are a part of the Meyer All NaturaleBand Sprin
Mountain Farms Chicken processes, may also minitheeisk of any food-borne bacteria-related ilbess

Fresh frozen custard is a premium ice cream (requin excess of 10% butterfat content and 0.4% \aglgs) with ¢
proprietary vanilla blend that is prepared fromhtygspecialized equipment that minimizes the amairair that is adde
to the mix and that creates smaller ice crystas thther frozen dairy desserts. The custard ispgmbsimilarly to hard-
packed ice cream but is served at a slightly warnemperature. The resulting product is smootheraraier and thick
than typical soft serve or hap#cked ice cream products. We serve the frozetarclias vanilla and a flavor of the da:
cups and cones, specialty sundaes and “ Spoontseridemix of custard and toppings, and we anticipatelitcontinue
to be a significant percentage of sales as wemaatio develop and promote custard products.

The breakfast menu is centered around Hatch V&imen Chile Burritos made with our own proprietgrgen chil
recipe using Hatch Valley, New Mexico roasted grekifes, eggs, potatoes, and cheese offered wétlchbice of baco
sausage or chorizo. We also offer a premium cafiede by Daz Bog, a Colorado based coffee rozester pure 100
orange juice.

Bad Daddy s Burger Bar

The menu of Bad Daddys Burger Bar consists of high quality, handcrafbedgers made from a proprietary blent
chuck and brisket with artisanal cheeses, tun&eyuand chicken sandwiches, chopped salads, appstizand cut frie

house made potato chips, hand spun milk shakesedgscraft microbrews and a full bar. Custonmange their choice
7 different patty options, over 24 fresh toppin3.cheeses and other exotic flavors.



Burger toppings include items such as homemade anetta, hand breaded applewood smoked bacon, pastoecipe
such as the “ Bad Ass Burger, ” “ Mama Ricotta Burger " and “ Emilio ' s Chicken Sandwich. 'Thopped Salas
include the “ Texican Chicken Salad, " the “ Treedger Salad ” and create your own options.

Bad Daddy ’s Burger Bar strives to provide proprietary flavargl recipes available nowhere else with freshgtraftec
quality throughout the menu. Breakfast is servedhe weekends only, however we are evaluating lvendireakfast wi
be a part of any new Bad Daddy ' s restaurant dgwveént.

Marketing & Advertising
Good Times Burgers & Frozen Custard

Our marketing strategy for Good Times Burgers &Zero Custard focuses on: 1) driving comparable wesite sale
through attracting new customers and increasingrégiency of visits by current customers; 2) comivating specifi
product news and attributes to build strong poaitdifference from competitors; and 3) communicgtanunique, stror
and consistent brand personality.

Media is an important component of building ourristaawareness and distinctiveness. We spent mastirobroadca
advertising dollars on radio media during fiscal20 The Colorado market is an expensive media @bask most of ol
advertising placement is not in prime time butanly and late fringe, prime access and late news 8lots. During fisc
2013 we reintroduced a new television ad campaigyst of which was on cable channels, a social megiaence th
affords us a higher level of engagement with cureeistomers and an increased level of product gigga to support hi¢
sales opportunity products.

We plan to continue to be active in digital mediaorder to create more customer engagement withboamd. W
anticipate leveraging our customer email databadeasebsite to create cost effective channels getaexisting custome
and increase their frequency.

Bad Daddy’ s Burger Bar

Our marketing strategy for Bad Daddy ' s Burger Baiuses on iconic, istore merchandising materials and local ¢
marketing to the surrounding trade area around eashaurant, including public relations and comrurbase:
events. The focus is not on market wide promotimmsiarketing but on the istore customer experience, building w
of mouth reputation and recommendations and laghliprelations based on the prior awards and neitiogs received
Bad Daddy ’ s in its current market of Charlotterth Carolina.

Operations

BDI has extensive operating, training and qual@iptool systems in place and we plan to take a t pesctices "approac
with management of BDFD to adapt our systems awdgsses where practicable for the Bad DaddyBurger Be
concept, except where noted below.

Restaurant Management

Each Good Times Burgers & Frozen Custard restawamioys a general manager, one to two assistanageas ar
approximately 15 to 25 employees, most of whom woakttime during three shifts. An eight to ten weekirirag
program is utilized to train restaurant managers atinphases of the operation. Ongoing trainingpisvided a
necessary. We believe that incentive compensatibrour restaurant managers is essential to theesscof ot
business. Accordingly, in addition to a salary,nagerial employees may be paid a bonus based updicigncy ir
meeting financial, customer service and qualityfgrerance objectives tied to a monthly scorecardheisures. Most
our managers participate in a more traditional Boplan based on their performance against theirtmhorfinancial
operating, customer and people development scatecatrics.

Bad Daddy s Burger Bar was developed as a chef driven coramapuses a Head Chef or Kitchen Manager, Sous
General Manager and Assistant Managers in its dpeg As a full service concept, the experiergpeglifications an
compensation differs from Good Times Burgers & EroCustard and we plan to recruit and train a séparperatin
team for the Company ’ s Bad Daddy Burger Bar operations. In April 2013, we hiredts&omes and Mike Maloney
lead the operations of BDFD and BD OF COLO, botlwbbdbm have extensive experience in managing anelagwg ful
service restaurants.

Operational Systems and Processes

We believe that we have high level operating systamd processes relative to those in the indufstailed process
have been developed for hourly, daily, weekly armshthly responsibilities that drive consistency asrour system

restaurants and performance against our standdtis wlifferent day parts. We utilize a labor prag to determir
optimal staffing needs of each restaurant basats@ttual customer flow and demand. We also eynpdweral addition
operational tools



to continuously monitor and improve speed of serviood waste, food quality, sanitation, finanagignagement ai
employee development. We are testing a new pdirgae computer system that will improve our apilio analyz
transaction, sales mix and employee data that Wevieecan decrease our food waste and improve ffeetigeness ¢
store level marketing initiatives and anticipatattive will roll out the new system in fiscal 201%he order system at e¢
Good Times Burgers & Frozen Custard restauranguispped with an internal timing device that disgland records tl
time each order takes to prepare and deliver.oHgstlly, the total transaction time for the deliy®f food at the windo
is approximately 45 to 75 seconds during peak times

We use several sources of customer feedback taaeatach restaurans 'service and quality performance, includin
extensive secret shopper program, customer comphamte line, telephone surveys and website comméditionally,
management uses both its own primary consumerrngséar product development and to determine custamsage ar
attitude patterns as well as third party marketaesh that evaluates our Good Times Burgers & Fr@aestard restaural
' performance ratings on several different operpétiributes against key competitors.

Training

We strive to maintain quality and consistency ioheaf our restaurants through the careful trairdng supervision of ¢
our employees at all levels and the establishmirdaral adherence to, high standards relating tegoerel performanc
food and beverage preparation and maintenance rofestaurants. Each manager must complete an &igiein wee
training program, be certified on several core psses and is then closely supervised to show lmtiprehension at
capability before they are allowed to manage autangsly. All of our training and development is éasipon a ‘train,
test, certify, re-train ” cycle around standardd aperating processes at all levels. We condseingiannual performant
review with each manager to discuss prior perfoceaand future performance goals. We have a defivesekly an
monthly goal setting process around future perfoceagoals. We have a defined weekly and monthdy getting proce:
around service, employee development, financial agament and store maintenance goals for
restaurant. Additionally we have a library of vadeaining tools to drive training efficiencies aoohsistency.

Recruiting and Retention

We seek to hire experienced restaurant manager®parhting Partners. We support employees byinffexrompetitivi
wages and benefits, including a 401(k) plan, medicsurance, and incentive plans at every level ta tied t
performance against key goals and objectives. Witivate and prepare our employees by providing theitin
opportunities for increased responsibilities and/amdement. We also provide various other incesfiviecluding
vacations, car allowances, monthly performance sesiand monetary rewards for managers who devefoefmanage
for our restaurants. We have implemented an ordéneening and hiring tool that has proven to recusurly employe
turnover by more than 50%.

Franchising

For Good Times Burgers & Frozen Custard, we haepared form area rights and franchise agreemerfsarechis
Disclosure Document ( “ FDD " and advertising material to be utilized in solivitiprospective franchisees. We F
historically sought to attract franchisees thatexperienced restaurant operators, well capitala®tl have demonstra
the ability to develop one to five restaurants. MAdew sites selected for franchises and monigofopmance of franchi:
units. We are not currently soliciting new frarsges and anticipate building additional compawped Good Time
Burgers & Frozen Custard restaurants.

We estimate that it will cost a Good Times Burg&r&rozen Custard franchisee on average approxim&#b0,000 t
$1,100,000 to open a restaurant with dining rooatisg, including prespening costs and working capital, assuming
land is leased. A franchisee typically will payoyalty of 4% of net sales, an advertising materfak of at least 1.5%
net sales, plus participation in regional advergsiip to an additional 4% of net sales, or a higimount approved by t
advertising cooperative, and initial developmend &manchise fees totaling $25,000 per restaurAntong the service
and materials which we provide to franchisees #eesglection assistance, plans and specificafiansonstruction of tr
Good Times Burgers & Frozen Custard restaurantspanating manual which includes product specificest and qualit
control procedures, training, aite opening supervision and advice from time toetirelating to operation of t
franchised restaurants.

After a Good Times Burgers & Frozen Custard frapehhgreement is signed, we actively work with armahitor ou
franchisees to ensure successful franchise opesatie well as compliance with our systems and proes. During tr
development phase, we assist in the selectiontedg sind the development of prototype and buildilags including a
required changes by local municipalities and dgvale. We provide an opening team of trainers $tsai the opening
the restaurant and training of the employees. dlgsa the franchisee on menu, management traimmagketing, an
employee development. On an ongoing basis we @brstandards reviews of all franchise restaurant&ey aree
including product quality, service standards, n@stat cleanliness and sanitation, food safety @uple development.



We have entered into 10 Good Times & Frozen Cudtarthise agreements in the greater Denver mditaparea. |
addition, 7 joint-venture restaurants are operaitindpe Denver metropolitan area media market. [{buanded franchist
restaurants operate in Gillette and Sheridan, Wggnand Bismarck, North Dakota.

For Bad Daddy 's Burger Bar, our focus on franchising will be thgh our ownership in, and managemen
BDFD. BDFD has a current FDD, form area rights drahchise agreements and one existing franchigged. Wi
intend to expand the marketing of Bad DaddyBurger Bar franchises throughout the U.S. Weigatte that a franchis
will typically pay a royalty of 5% of net sales amdll participate in an Advertising Fund and locadlvertising b
contributing up to 4% of [net] sales. Initial @dopment and franchise fees are projected to b@®8%er restaurant. \
estimate that it will cost a Bad Daddy 'Burger Bar franchisee $590,000 to $1,382,000pna 3,000 to 3,800 squ
foot restaurant in an in-line or ewdp retail center, based on the BDFD Franchise I®@igee Document and ¢
knowledge of the development costs of the exisBagl Daddy 's Burger Bar restaurants. BDFD will provide sim
support services to its franchisees and licenséas we provide to Good Times Burgers & Frozen Gd
franchises. BDFD has entered into five licenseeagments forestaurants in North Carolina operated by BDI ane
franchise agreement.

Management Information Systems

Financial and management control is maintainedutjiinahe use of automated data processing and izetraccountin
and management information systems that we prov@#des, labor and cash data is collected dailyaviestaurant ba
office system which gathers data from the restaupmint-ofsale system. Management receives daily, weekly
monthly reports identifying food, labor and opengti expenses and other significant indicators oftatgan
performance. The major management informatioresystare divided by function:

« Restaurant point of sale;

« Restaurant back-of-house;

o Financial;

« Payroll/human resources; and
« Internal operational reports.

We believe that these reporting systems are sagatisti and enhance our ability to control and merggggrations. We &
currently testing new point of sale equipment far sestaurants. We anticipate implementing simiteanageme
information systems in our operation of Bad DaddyBurger Bar restaurants.

Food Preparation, Quality Control & Purchasing

We believe that we have excellent food quality dtads relative to the QSR industry. Our systerasdasigned to prote
our food supply throughout the preparation procé¥s. inspect specific qualified manufacturers amtkntogether wit
those manufacturers to provide specifications amality controls. Our operations management tearastrained in

comprehensive safety and sanitation course prowgetie National Restaurant Association. Minimunolctemperatul
requirements and line checks throughout the dayrerithe safety and quality of both burgers andrdthens we use in o
restaurants.

We currently purchase 100% of the food and papppl@s for our Good Times Burgers & Frozen Custastauran
from Food Services of America (formerly Yancey Food Service). In addition, we maintain multipfgroved supplie
for all key components of our menu to mitigate résid ensure supply. Suppliers are chosen basedthpo ability tc
provide (i) a continuous supply of product that el safety and quality specifications, (ii) Istics expertise and freic
management, (iii) product innovation and differatitin, (iv) customer service, (v) transparency wéibess relationshi
and (vi) competitive pricing. Specified products distributed to all restaurants through Food 8es/of America under
negotiated contract directly to our restaurants tiwvfour times per week depending on restaurantiregpents. We do n
believe that the current reliance on this solerithigtor will have any longerm material adverse effect since we believe
there are a sufficient number of other supplieosnfrwhich food and paper supplies could be purchas#dlittle or nc
interruption in service. We do not anticipate aiifficulty in continuing to obtain an adequate qtignof food and papt
supplies of acceptable quality and at acceptalitegr

Employees

At September 30, 2013, we had approximately 435l@mps of which 367 are hourly employees and 68satarie
employees working full time. We consider our enypl® relations to be good. None of our employeescavered by
collective bargaining agreement.

Competition

The restaurant industry, including the fast foodnsent, is highly competitive. Good Times Burgerdfzen Custal
competes with a large number of other hamburgemted fast food restaurants in the areas in whicpdrates. Many of
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these restaurants are owned and operated by régiotianational restaurant chains, many of whichehgreater financi
resources and experience than we do. Restaurargacies that currently compete with Good Times Brggk Froze
Custard in the Denver market include McDonald 'Bsirger King, Wendy ' s, Carl 5 Jr., Sonic and Jack in
Box. Double drive-through restaurant chains suztRally ' s Hamburgers and Checker ’ s DrimeRestaurants, whi
currently operate a total of over 800 double dtlwv@ugh restaurants in various markets in the dnB¢ates, are n
currently operating in Colorado. Culver ' s anédiy 's are the only significant competitors offeringzea custard as
primary menu item operating in the Denver and Gulor Springs markets and both have a significansepee i
Midwestern markets that may be targeted for expansAdditional “ fast casual hamburger restaurants are bt
developed in the Colorado market, such as Smasébargl Five Guys; however, they do not have ditiveugh servic
and generate an average per person check thapiexapately 50% higher than the average check &oad Time
Burgers & Frozen Custard restaurant.

We believe that Good Times Burgers & Frozen Custaag have a competitive advantage in terms of tyuafi produc
compared to traditional fast food hamburger chalarly development of our double dritlerough concept in Colora
has given us an advantage over other double thiergh chains that may seek to expand into Cototztause of o
brand awareness and present restaurant locatimgertheless, we may be at a competitive disadganta othe
restaurant chains with greater name recognitionnaawdketing capability. Furthermore, most of oumpetitors in the fast-
food business operate more restaurants, have tmahlighed longer, and have greater financial regsuand nan
recognition than we do. There is also active cditipe for management personnel, as well as faretive commercii
real estate sites suitable for restaurants.

Bad Daddy ' s Burger Bar competes with both loaad aational grill and bar concepts and gourmetettds burger ”
concepts. As the concept is expanded, Bad Daddjurger Bar will compete against concepts sudRezsRobin, Chili’
s, Burger Lounge, The Counter, and Bobby ' s BuRgace. There are other burgentric fast casual concepts suc

Five Guys Burgers & Fries and Smashburger thatadpeat a lower average customer check than BadyDasdBurge

Bar and others such as Zinburger, Bare Burger anel Rapkin Burger that operate with a higher averagstome

check. We believe that Bad Daddy Burger Bar has an advantage in the handcraftalityof its food, distinctiveness

its atmosphere and uniqueness of its menu offerifNgvertheless, Bad Daddys’Burger Bar may be at a competi

disadvantage to other restaurant chains with great@e recognition.

Intellectual Property

We have registered our mark “ Good Times! Drive urBurgers ” M) with the State of Colorado. We have

registered our mark “ Good Times Burgers & Frozerst@rd "federally and with the State of Colorado. We reee
approval of our federal registration of “ Good Teren 2003. In addition we own trademarks or serviwaks that ha
been registered, or for which applications are pendvith the United States Patent and Trademafic©fncluding bu
not limited to: “ 5280 Lifestyle Menu, " “ Big DagdBacon Cheeseburger, ” “ Chicken Dunkers,Hdppiness Made
Order, " “ Mighty Deluxe, ” “ Mile High Sliders, * Pawbender, ” “ Spoonbender, " “ Wild Fries, ” ah&Vild Dippin ’
Sauce. " Our trademarks expire between 2014 anfl.201

BDI has registered the mark “ Bad Daddy ' s Burigar ” with the United States Patent and Trademark Off8B] owns
this mark and licenses it to BDFD. The licenseeagrent does not significantly limit BDFDs'right and ability to use
license the use of the mark.

The trademarks and the proprietary aspects of ta Baddy 's Burger Bar operating system, such as for exe
operating manuals, unique design elements andrigeiel equipment of the restaurants and the unigcipes, are own
by BDI. BDI has licensed the trademarks and sueéllectual property aspects to BDFD for its usesublicensing ar
franchising the Bad Daddys Burger Bar restaurants. The license fee is $1p@0@ear and the term of the license is
longer of 30 years or the term of any Bad Daddy Burger Bar franchise agreement. BDFD is obligdatedise suc
intellectual property in accordance with reasonatitections from BDI and the license can be tert@d&ollowing an'
breach of the foregoing by BDFD which is not cuvgthin 60 days after written notice of such brea8bcause of BDI &
52% ownership of BDFD and its designation of a migjmf the BDFD Managers, along with BDFDs'intention to us
the intellectual property in an improved mannee, @ompany views the possibility of such terminatiotve remote.

Government Regulation

Each of our restaurants is subject to the regulataf various health, sanitation, safety and fgeries in the jurisdictic
in which the restaurant is located. Difficulties failures in obtaining the required licenses oprapals could delay
prevent the opening of a new restaurant. Federdhktate environmental regulations have not hadtenal effect on ot
operations. More stringent and varied requiremeftical governmental bodies with respect to zonilagd use ar
environmental factors could delay or prevent dgwelent of new restaurants in particular locationte are subject to tl
Fair Labor Standards Act, which governs such matksr minimum wages, overtime, and other workingditimms. Ir
addition, we are subject to the Americans With Diliizes Act, which requires restaurants and otfaeilities open to tr
public to provide
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for access and use of facilities by the handicapp¢dnagement believes that we are in compliandk thie Americar
With Disabilities Act.

We are also subject to federal and state laws a#gglfranchise operations, which vary from registn and disclosu
requirements in the offer and sale of franchisesthte application of statutory standards regulatingnchist
relationships. Many state franchise laws impostrigtions on the franchise agreements, includingtations on non-
competition provisions and the termination or menewal of a franchise. Some states require thathise materials
registered before franchises can be offered oriadldht state.

In addition, each Bad Daddys’ Burger Bar restaurant requires a liquor licemss adherence to the attendant laws
requirements regulating the serving and consumpfoalcohol. Alcoholic beverage control regulagogovern variot
aspects of these restaurantiaily operations, including the minimum age of pag and employees, hours of opera
advertising, wholesale purchasing and inventorytrobnhandling and storage. Typically, licenses skl alcoholi
beverages will require annual renewal and may lspenuwded or revoked at any time for cause, the idefinof whictk
varies by locality.

Available Information: Our Internet website address is www.goodtimesbsrgem. We make available free of chi
through our website ’ s investor relations inforimatsection our annual reports on FormKL,0guarterly reports on Fot
10-Q, current reports on FormK3-and any amendments to those reports filed witfuoished to the SEC unc
applicable securities laws as soon as reasonahtyigal after we electronically file such matesidth, or furnish it to, th
SEC. Our website information is not part of ordrgorated by reference into this Annual Report om#10-K.

Special Note About Forward-Looking Statements:From time to time the Company makes oral and enigtatemen
that reflect the Company's current expectationgndigg future results of operations, economic penémce, financii
condition and achievements of the Company. A foddaoking statement is neither a prediction nor argogee of futur
events. We try, whenever possible, to identify ¢hésrwardlooking statements by using words such as "antiejf
"assume," "believe," "estimate,” "expect,” "intéhtplan,” "project,” "may," "will,"” "would," and shnilar expression
Certain forward-looking statements are includethis Form 10K, principally in the sections captioned "Businéss)c
"Management's Discussion and Analysis of FinanCiahdition and Results of Operations." Forwhooking statemen
are related to, among other things:

« business objectives and strategic plans;

« Operating strategies;

« our ability to open and operate additional restaisrarofitably and the timing of such openings;
« restaurant and franchise acquisitions;

« anticipated price increases;

« expected future revenues and earnings, comparafila@eomparable restaurant sales, results of operz
and future restaurant growth (both company-ownetifeamchised);

« estimated costs of opening and operating new nestts) including general and administrative, mankg
franchise development and restaurant operating;cost

« anticipated selling, general and administrativeemges and restaurant operating costs, includingnoatity
prices, labor and energy costs;

« future capital expenditures;

« Our expectation that we will have adequate casim foperations and credit facility borrowings to ma#
future debt service, capital expenditure and waykiapital requirements in fiscal year 2014,

« the sufficiency of the supply of commodities anoidapool to carry on our business;

« Success of advertising and marketing activities;

« the absence of any material adverse impact ar@ihgf any current litigation in which we are invet;

« impact of the adoption of new accounting standanuts our financial and accounting systems and ais
programs;

« expectations regarding competition and our conipetadvantages;

« impact of our trademarks, service marks, and qtheprietary rights; and

« effectiveness of our internal control over finahceporting.

Although we believe that the expectations reflectedour forwardlooking statements are based on reaso
assumptions, such expectations may prove to beriaisténcorrect due to known and unknown risks amdertainties.

In some cases, information regarding certain ingmarfactors that could cause actual results tediffaterially from ar
forward{ooking statements appears together with such rstate In addition, the factors described underticai
Accounting Policies and Estimates in Part Il, Itépand Risk Factors in Part |, Item 1A, as welbtd®er possible factc
not listed, could cause actual results to diffetamally from those expressed in forwdaobking statements, includir
without limitation, the following: concentration @éstaurants in certain markets and lack of maakedreness in ne
markets;
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changes in disposable income; consumer spendindstf@and habits; increased competition in the gsékice restaural
market; costs and availability of food and beveragentory; our ability to attract qualified manageemployees, ar
franchisees; changes in the availability of capitatredit facility borrowings; costs and othereetfs of legal claims b
employees, franchisees, customers, vendors, sthgkiscand others, including settlement of thosendaeffectiveness ¢
management strategies and decisions; weather mednd related events in regions where our resmtéalare operate
and changes in accounting standards, policies eaudiges or related interpretations by auditorsegulatory entities.

All forward-looking statements speak only as of thate made. All subsequent written and oral fodAaoking
statements attributable to us, or persons actingwnbehalf, are expressly qualified in their egtirby the cautionar
statements. Except as required by law, we undentak obligation to update any forwdabking statement to refle
events or circumstances after the date on whishnitade or to reflect the occurrence of anticipatednanticipated even
or circumstances.

ITEM 1A. RISK FACTORS

You should consider carefully the following riskctars before making an investment decision witpeesto the Compar
' s securities. You are cautioned that the rishtdiecdiscussed below are not exhaustive.

We have accumulated losséale have incurred losses in every fiscal year in2fuyears since inception except in f
fiscal years. As of September 30, 2013 we hadcanraulated deficit of $19,264,000. We may havess for the currer
fiscal year ending September 30, 2014 or we mayagirofitable.

If we are unable to continue to increase same steades at existing restaurants, our ability to attgprofitability may be
adversely affectedVe must increase same store sales at our exigttgurants to attain profitability, which we hawane
for the past 13 consecutive quarters. Sales ineseaill depend in part on the success of our gidirggy and promotion ¢
new and existing menu items and consumer acceptafleecannot assure that our advertising and priomaltefforts will
in fact be successful. If our same store salesedse, and our other operating costs increase, ability to
attain profitability will be adversely affected.

New restaurants, when and if opened, may not befipable, if at all, for several months We anticipate that our ne
restaurants, when and if opened, will generallyetaleveral months to reach normalized operatingldedee tc
inefficiencies typically associated with new res#auis, including lack of market awareness, the riedure and train
sufficient number of employees, operating costsicivtare often materially greater during the firsveral months ¢
operation than thereafter, popening costs and other factors. In addition argsints opened in new markets may ope
lower average weekly sales volumes than restaugrgsed in existing markets, and may have high&taueantevel
operating expense ratios than in existing mark8tes at restaurants opened in new markets mayldaker to reac
average annual company-owned restaurant salasllf thereby affecting the profitability of thesestaurants.

Our operations are susceptible to the cost of amdwmges in food availability which could adverseljfect our operating
results. Our profitability depends in part on our ability &nticipate and react to changes in food costgious factor:
beyond our control, including adverse weather dioml, governmental regulation, production, avaliigh recalls of food
products and seasonality may affect our food costsause a disruption in our supply chain. We reiri®® annua
contracts with our chicken and other miscellaneswspliers. Our contracts for chicken are fixeccgrcontracts. Ot
contracts for beef are generally based on curremken prices plus a processing fee. Changes ipribe or availability o
chicken or beef or other commodities could matigriativersely affect our profitability. We cannategict whether wi
will be able to anticipate and react to changingdfeosts by adjusting our purchasing practicesraadu prices, and
failure to do so could adversely affect our opeatiesults. In addition, because we provide aldespriced "product, we
may not be able to pass along price increasesrtoustiomers.

Macroeconomic conditions could affect our operatingsults. The recent economic downturn, continuing disruggior
the overall economy, including the ongoing impaaftshe housing crisis, high unemployment and fin@nand marke
volatility, and the related declines in businessl aonsumer confidence, adversely affected custdraéfic and sale
throughout the restaurant industry, including thBRQcategory. For example, our same store salagade in fisce
2008, fiscal 2009 and the first ten months of fis2@10. If the economy experiences a further downtor there ar
continued uncertainties regarding economic recowysumer spending may be affected, which mayradieaffect ou
sales in the future. A proliferation of heavy disnting by our major competitors may also negayiadfect our sales ar
operating results.

Price increases may impact customer visiWe may make price increases on selected menu iierosder to offse
increased operating expenses we believe will berreg. Although we have not experienced significaonsume
resistance to our past price increases, future micreases may deter customers from visiting estaurants or affect the
purchasing decisions.

The hamburger restaurant market is highly competigi The hamburger restaurant market is highly competitiOur
competitors in the QSR segment include many reezegnnational and regional fasied hamburger restaurant chai
such
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as McDonald ’ s, Burger King, Wendy ' s, Carl 'rs, Bonic, Jack in the Box and Culves.” We also compete with sm
regional and local hamburger and other fast-foafatgants, many of which feature driveeugh service. Most of o
competitors have greater financial resources, niagkgrograms and name recognition than we docdisting by ou
QSR competitors may adversely affect the revennégpeofitability of our restaurants.

While Bad Daddy ’ s Burger Bar operates in the ttdreburger "restaurant segment, it offers a relatively broadumand
competes with other full service restaurants sughChili ' s, Red Robin and other local and regional full Ber
restaurants. Additionally, customers of both ooo@ Times Burgers & Frozen Custard restaurantiandBad Daddy §
Burger Bar restaurants are also customers of &miad hamburger restaurants such as Five Guys Bugg&ries anc
Smashburger.

Sites for new restaurants may be difficult to acgei Location of our restaurants in higtaffic and readily accessib
areas is an important factor for our success. @od Times Burgers & Frozen Custard dritiesugh restaurants requ
sites with specific characteristics and there dimiied number of suitable sites available in gepgraphic markets. Bi
Daddy ' s Burger Bar restaurants will be operatatiaf leased irine retail locations as opposed to freestandingd
Times Burgers & Frozen Custard locations. SindeBle locations are in great demand, in the futueemay not be abl
to obtain optimal sites for either of our restatireancepts at a reasonable cost. In addition,am@@t assure you that t
sites we do obtain will be successful.

If our franchisees cannot develop or finance newstaurants, build them on suitable sites or open rth@n schedule
our growth and success may be impeddttanchisees may not be able to negotiate acceptdse or purchase terms
the sites, obtain the necessary permits and gowsrhapprovals or meet construction schedules. Firmmto time in the
past, we have agreed to extend or modify develops@redules and we may do so in the future. Anthe$e problem
could slow our growth and reduce our franchise meres. Additionally, our franchisees depend upparfcing from bank
and other financial institutions in order to coostrand open new restaurants. Difficulty in obitagnadequate financir
adversely affects the number and rate of new resmtaopenings by our franchisees and adverselyctaffeur future
franchise revenues.

Our franchisees could take actions that could hamur business. Franchisees are independent contractors and &
our employees. We provide training and supportfremchisees; however, franchisees operate thetauemts a
independent businesses. Consequently, the quélftanchised restaurant operations may be dimadsby any numbe
of factors beyond our control. Moreover, franch&enay not successfully operate restaurants inmeenaonsistent wit
our standards and requirements, or may not hiretran qualified managers and other restaurantoperd. Our imag
and reputation, and the image and reputation odroffanchisees, may suffer materially, and sysidgde sales coul
significantly decline, if our franchisees do noeogte successfully.

We depend on key management employed& believe our current operations and future ssecepend largely on tl
continued services of our management employegsriicular Boyd E. Hoback, our president and chkiefcutive officer
and Scott LeFever, our vice president of operatiohhough we have entered into an employmentegent with Mr.
Hoback, he may voluntarily terminate his employmsith us at any time. In addition, we do not cathg maintain key-
person insurance on Messrs. Hoback ' s or LeFegdifé. The loss of Messrs. Hoback ’ s or LeFéw@services, or othe
key management personnel, could have a materiarseheffect on our financial condition and resofteperations.

Labor shortages could slow our growth or harm ouuginess. Our success depends in part upon our ability tracit
motivate and retain a sufficient number of quatifidighenergy employees. Qualified individuals needediltadhese
positions are in short supply in some areas. Tladility to recruit and retain these individualsyrdelay the planne
openings of new restaurants or result in high egyg®#oturnover in existing restaurants, which coulttnh our
business. Additionally, competition for qualifieanployees could require us to pay higher wagestttacéa sufficient
employees, which could result in higher labor cosf®st of our employees are paid on an hourlyshashe employee
are paid in accordance with applicable minimum weggulations. Accordingly, any increase in the imim wage
whether state or federal, could have a materia¢mdvimpact on our business.

We are subject to extensive government regulatibattmay adversely hinder or impact our ability ta@eern various
aspects of our business including our ability topand and develop our restaurantd he restaurant industry is subjec
various federal, state and local government reguisf including those relating to the sale of fodtihile in the past w
have been able to obtain and maintain the necegsagrnmental licenses, permits and approvalsfailure to maintair
these licenses, permits and approvals, includind fxenses, could adversely affect our operatesylts. Difficulties o
failures in obtaining the required licenses andraygls could delay or result in our decision toagrthe opening of ne
restaurants. Local authorities may suspend or demswal of our food licenses if they determinég tha conduct does n
meet applicable standards or if there are chamgesgulations.

Various federal and state labor laws govern owatiaiship with our employees and affect operatiogfs These laws
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govern minimum wage requirements, overtime pay,| @med rest breaks, unemployment tax rates, workeosnpensatiol
rates, citizenship or residency requirements, chilibr regulations and sales taxes. Additional egomentimposec
increases in minimum wages, overtime pay, paiddesanf absence and mandated health benefits magaserou
operating costs.

The federal Americans with Disabilities Act protigbdiscrimination on the basis of disability in fakaccommodation
and employment. Although our restaurants are desigo be accessible to the disabled, we couldeaired to mak
modifications to our restaurants to provide serticeor make reasonable accommodations for, didgi#esons.

We are also subject to federal and state lawsrdwilate the offer and sale of franchises and asp#cthe licensor-
licensee relationship. Many state franchise lawpadse restrictions on the franchise agreementydimy limitations or
non-competition provisions and the termination on+enewal of a franchise. Some states require thathise material
be registered before franchises can be offeredldris the state.

Our Bad Daddy 's Burger Bar restaurants will also be subject &esand local laws that regulate the sale of alio
beverages. Alcoholic beverage control regulatiatils govern various aspects of these restaurantsily operations
including the minimum age of patrons and employbesrs of operation, advertising, wholesale puricigaand inventon
control, handling and storage. Typically, licensessell alcoholic beverages will require annualewal and may b
suspended or revoked at any time for cause, theititefi of which varies by locality. The failurd any of our Bad Dadd
' s Burger Bar restaurants to timely obtain and rag&inany required licenses, permits or approvalseiwe alcoholi
beverages could delay or prevent the opening afva nestaurant or prevent regular daydy operations, including tt
sale of alcoholic beverages, at a restaurant stelteady operating, any of which would adverséflgcaour business.

Health concerns relating to the consumption of beehicken or other food products could affect comsar preference:
and could negatively impact our results of operatfo Like other restaurant chains, consumer preferecoetd be
affected by health concerns about the avian inflagralso known as bird flu, or the consumption e&fb the key
ingredient in many of our menu items, or negatiueligity concerning food quality, illness and injugenerally, such &
negative publicity concerning E. coli, “ mad covor’ “ foot-and-mouth "disease, publication of government or indu
findings concerning food products served by ustber health concerns or operating issues stemfrong one restaurai
or a limited number of restaurants. This negapiublicity may adversely affect demand for our fedl could result in
decrease in customer traffic to our restauraritsvelreact to the negative publicity by changing oconcept or our mer
we may lose customers who do not prefer the neveeg@nor menu, and we may not be able to attraciffacient new
customer base to produce the revenue needed to ouakestaurants profitable. In addition, we mayéh different o
additional competitors for our intended customessaaresult of a concept change and may not be tabmpete
successfully against those competitors. A decreasestomer traffic to our restaurants as a resfulhese health concer
or negative publicity or as a result of a changeunmenu or concept could materially harm our fess.

Risks Related to Bad Daddy ' s Relationship

Our ability to succeed with the Bad Daddy s Burger Bar restaurant concept will require sigithnt capital
expenditures and management attentione believe that new openings of Bad Daddy Burger Bar restaurants ¢
likely to serve as the primary driver of our newtigrowth and increased profitability over the lenderm based on tt
unit economics of that concept. Our ability tocexd with this new concept will require significamaipital expenditure
and management attention and is subject to ceritgds in addition to those of opening a new Gooohds Burgers &
Frozen Custard restaurant, including customer aanep of and competition with the Bad Daddys 'Burger Ba
concept. If the “ ramp-up ” period for new Bad dgd s Burger Bar restaurants does not meet our expmtatour
operating results may be adversely affected. Tharebe no assurance that we will be able to ssfidgsdevelop ant
grow the Bad Daddy $ Burger Bar concept to a point where it will beeopmofitable or generate positive cash flow.

may not be able to attract enough customers to taegeted levels of performance at new Bad DaddyBurger Ba
restaurants because potential customers may beniliafawith the concept or the atmosphere or merighimnot be
appealing to them. If we cannot successfully eteeour growth strategies for Bad Daddy Burger Bar, our business &
results of operations may be adversely affected.

Our growth, including the development of Bad Daddys Burger Bar restaurants, may strain our managemeartd
infrastructure. In addition to new openings of Bad Daddy Burger Bar restaurants, we also plan to remattk@mage
existing Good Times Burgers & Frozen Custard reatas. In addition, we believe there may be oppities to open ¢
franchise new Good Times Burgers & Frozen Custasthurants from time to time, although we belidaa hew opening
of Bad Daddy ’'s Burger Bar restaurants are likely to serve aspttmaary driver of new unit growth and increa:
profitability over the longer term based on thetwdonomics of the concept. This growth will irese our operatin
complexity and place increased demands on our neamaxgt and infrastructure, including our currenttaesani
management systems, financial and management tgraral information systems. If our infrastructigensufficient tc
support our growth, our ability to open new restats, including the development of the Bad Daddy Burger Ba
concept, would be adversely affected.
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Bad Daddy’ s Burger Bar is subject to all of the risks of alatively new business, including competition, anuete is
no guarantee of a return on our capital investmeinto BDFD or BD OF COLO. Bad Daddy 's Burger Bar is .
relatively new business concept. Existing Bad Byadsl Burger Bar restaurants have been in existencapjproximately
three years and are currently located in North Be@nd South Carolina. Because of the small rermolb existing Bac
Daddy 's Burger Bar restaurants and the relatively shenibp of time that they have been in operationigtie substantie
uncertainty that additional restaurants in otheratmns will be successful. There is no guaranhte¢ BDFD will be
successful in offering Bad Daddys’Burger Bar franchises throughout the U.S. or, tifi@nd when such franchises i
granted, the restaurants developed by franchisédebensuccessful. There is also substantial uagay that the BDFL
franchising business will be successful in viewtlod facts that BDFD has sold only one Bad DaddyBurger Ba
restaurant franchise to date and that the restaénamchising business is very competitive. If BDFS unsuccessful i
attracting Bad Daddy ’ s Burger Bar franchisees accbrdingly attaining broaldased consumer recognition of the [
Daddy ' s Burger Bar restaurants, it could advgrséfect the revenues of the Company ' s Bad DaddgyBurger Ba
restaurants.

Under the operating agreement of BDFD, there wikmo distribution of any net cash profits during éfirst three year:
unless approved by all the Class A members of BDRlNe have acquired a 48% voting ownership intere8DFD in
exchange for an initial capital contribution of $7800, of which we paid the first $375,000 instalithon April 15, 201:
and we paid the second $375,000 installment in Dbee 2013. The operating agreement of BDFD pravithat the
Company and BDI may be required to make additicagital contributions to BDFD of up to an aggregaité1,000,00(
upon written request of BDFD $ Board of Managers. Such additional capital doutions, if required, will be ii
accordance with the Company ' s and BDI ' s thespeetive percentage interests in BDFD. Accordintiig Company $
portion of such additional capital contribution§,réquired, prior to any change in BDFD ownershipll be up to
$480,000. If the additional capital contributicare required under the BDFD operating agreemeatCitmpany intenc
to pay its required portion out of working capitaberves. However, if the Company does not hafficismt working
capital reserves at the time the capital call isienghe Company may have to obtain funds from otberces and suc
funds may not be available to the Company on faergerms or at all.

Under the operating agreement of BDFD, there wéllno distribution of any net cash profits during first three year
unless approved by all the Class A members of BDFBus, we may not receive any return on our inhitiapital
contribution to BDFD, or any subsequent additiaregdital contribution we may be required to makeijrduthe first three
years of BDFD ' s operations.

The Company does not have a majority voting interiesBDFD and the Company § Management Services Agreem
with BDFD has a limited term of three yearsThe Company has acquired a 48% voting memberstdpeist in BDFD
with the remaining 52% voting membership interesBDFD currently held by BDI. The operating agresmof BDFD
provides that BDFD will be managed by its fireember Board of Managers, which currently congi$tdhree member
designated by BDI and two members designated byCtirapany. Accordingly, the Company does not hawveagrity
voting interest in BDFD, nor does it control a nrajoof the Board of Managers. As a consequereeompany will no
be able to control certain decisions regarding BDRInong other things, the annual budget of BDFI lné approved b
a majority of the Board of Managers, which majoniiay be achieved without the participation of thenfpany ’s
designated managers.

The Company will provide management services to BDpursuant to the terms of a Management Sen
Agreement. However, the term of the ManagementiGes Agreement between the Company and BDFD igelrto
three years and may be terminated earlier in aec@elwith the terms of the agreement. Among dttings, BDFD may
terminate the Management Services Agreement poidhe end of its thregear term based on the failure of BDFD
achieve certain franchise sales goals. If BDFDnieates the Management Services Agreement pridghe¢oend of its
threeyear term, or if the Management Services Agreensembt renewed by the parties at the end of themesy the
Company will not have a right to manage BDFD oeree any management fee in connection therewith.

If the Company fails to comply with the developmestthedule under its license agreement with BDFDwiill lose its
exclusive development rights in Colorado and itsdétnal development rights in Arizona and Kansa3he License¢
Agreement requires that BD of Colo develop at léast restaurants per year in Colorado over a yiear period, afte
which BD of Colo may elect to develop additionaldBRaddy 's Burger Bar restaurants in Colorado in num
determined by it. In the event that the Compaiilg fa comply with such development schedule, tliethe Company 5
right to develop any additional Bad Daddys 'Burger Bar restaurants in Colorado under therseeAgreement wi
thereafter terminate automatically and (ii) BDFDynestablish, operate or grant to other third pautie right to establis
or operate Bad Daddy ' s Burger Bar restaurant@dlorado (subject to BD of Colos' territory rights with respect to a
existing restaurant). Accordingly, if BD of Colails to meet its development schedule, it will létseexclusive right tc
develop Bad Daddy ' s Burger Bar restaurants irof2alo.

In addition, pursuant to the operating agreemerB@FD, BD of Colo has a right to develop Bad DaddyBurger Ba
restaurants in Arizona and Kansas (to the exteaitdtich territory is not then subject to developimigts by or part o
the
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protected territory right of any third party framse) subject to approval of BDFs’'Board of Managers, conditioned
certain performance requirements with respect goGblorado restaurants, and pursuant to a minimakeldpmen
schedule to be agreed upon with BDFD for Kansasfaimbna. If BD of Colo fails to meet such perfante results wit
respect to its Colorado restaurants or fails totnteedevelopment schedule for Arizona or Kansasyill not have any
right to develop additional Bad Daddy ' s Burger Bastaurants in Arizona and Kansas.

If the Company’ s license agreement with BDFD is terminated, t@®mpany will lose all rights to use the Bad Daddy ’
s Burger Bar name and intellectual propertyThe Company has entered into a license agreem#mB®FD for an initial
term of 10 years, which is thereafter renewabléhgyCompany for two additional M@ar terms. The license agreenr
may be terminated by BDFD in the event of any uaeduwefault by the Company thereunder. In the egktdérmination
the license agreement provides that BDFD will hameoption to purchase the Company ' s Bad DadslyBurger Ba
restaurants for a price mutually agreed by theigmdr their independently appraised value. Atéuely, if BDFD does
not exercise its purchase option, the Company maoslify the restaurants to eliminate the use of8hd Daddy s Burget
Bar name and intellectual property. If any of sasents were to occur, our results of operationsldvbe adversel
affected.

BDI has a drag¢-along right regarding the Company § interest in BDFD in the event that BDI proposes sell its
interests in BDFD after the fifth anniversary of #a Company ’ s investment in BDFDThe operating agreement conte
dragalong rights allowing BDI to require the Companypiarticipate in a proposed sale of BDFD or alltefdutstandint
ownership interests if approved by BDI and its gdeated managers at any time after April 15, 2048 fifth anniversar
of the Company s investment in BDFD), subject to certain condiiohus, after five years, BDI could force
Company to sell its membership interest in BDF@ itnansaction which is not approved by the Comparits designate
managers of BDFD and which may not be in the Companbest interest. That is, with regard to suchreefth sale whe
may be deemed by BDI for its own particular reasams circumstances to be an advantageous timettoseéll its interes
in BDFD may be a disadvantageous time for the Camypa sell under its particular circumstances.

Conflicts of interest may arise as a result of t@®mpany s status as a substantial owner of BDFD and itstetaas &
licensee of BDFD. The Company is both a 48% owner of BDFD and anee of BDFD. In its capacity as a substal
owner and manager of BDFD, the Company will begaikd to require BDFD franchisees to comply withoathe terms
of their franchise agreements. This in turn makenia unfeasible as a practical matter for BD ofdCim obtain consen
from BDFD for variations of such terms that the Qamy believes are appropriate for the particuleoucnstances of tr
BD of Colo restaurants. For example, the Compaay wish to be able to add a nstandard menu item to its Bad Dac
' s Burger Bar restaurants which will be uniquely yap in a particular geographic location which undeich
circumstances BDFD would normally allow but whittwibuld not wish to allow for other licensees. lat event, BDFL
may nonetheless not permit such a variation byCbepany because of a possible claim that it isepeatially treating
BDFD insider.

Risks Related to the Ownership of Our Securities

Our principal stockholder has significant voting peer and may take actions that may not be in thetbaterests of oul
other stockholders.Sll beneficially owns approximately 32.9% of ourtstanding common stock. In addition, by vir
of its ownership of Series C Convertible Prefergtdck, Sll will continue to have certain rights go@ferences over tt
holders of our common stock. The Class C Convertibieferred Stock also votes together with the comstock, on a
as-ifconverted basis, on the election of directors atldother matters that come before the stockholdsrshe
Company. As a result, Sl will continue to havgmsiicant influence regarding the strategic direstiand/or capite
structure of the Company. This concentration ofmemship and voting power may have the effect ofagla or
preventing a change in control and might advera#flsct the market price of our common stock, aratefore may not b
in the best interests of our other stockholders.

Future changes in financial accounting standards mecause adverse unexpected operating results arfdcafour
reported results of operationsChanges in accounting standards can have a sigmifeffect on our reported results :
may affect our reporting of transactions compldiefbre the change is effective. See Note 1 tddmmsolidated Financii
Statements for further discussion. New pronouncésnend varying interpretations of pronouncemeatsetoccurred an
may occur in the future. Changes to existing ralesliffering interpretations with respect to owrment practices me
adversely affect our reported financial results.

Our NASDAQ Listing Is Important.Our Common Stock is currently listed for tradingtbe NASDAQ Capital Marke
The NASDAQ maintenance rules require, among dattiags, that our common stock price remains abdveGper shar
and that we have minimum stockholders ' equity 26$nillion.

Compliance with changing regulation of corporate gernance and public disclosure may result in addital expenses
Keeping abreast of, and in compliance with, chagdaws, regulations and standards relating toaratp governance ai
public disclosure, including the Sarbar@sley Act of 2002, new SEC regulations and The NA§DMarket rules, ha
required an increased amount of management atteatid expense. We remain committed to maintaihigh standard
of
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corporate governance and public disclosure. Assalt, we intend to invest all reasonably necessssgurces to comp
with evolving standards, and this investment hasulted in and will continue to result in increasgeneral ani
administrative expenses and a diversion of managertime and attention from revengenerating activities t
compliance activities.

Risks related to internal controls Public companies in the United States are reque@view their internal controls
set forth in the Sarban&@xley Act of 2002. It should be noted that anyteys of controls, however well designed :
operated, can provide only reasonable, and notltbs@ssurance that the objectives of the systermat. In additior
the design of any control system is based in gaohicertain assumptions about the likelihood afirfeievents. Because
these and other inherent limitations of controkeyss, there can be no assurance that any desipsuesdeed in achievin
its stated goals under all potential future coodi regardless of how remote. If the internaktmmi® put in place by us a
not adequate or in conformity with the requiremeritshe Sarbane®xley Act of 2002, and the rules and regulati
promulgated by the Securities and Exchange Comomissie may be forced to restate our financial statgs and tak
other actions which will take significant financiahd managerial resources, as well as be subjefihge and othe
government enforcement actions.

Because we currently qualify as“ smaller reporting company, " our norfinancial and financial information are les:
than is required by non-smaller reporting companies

Currently we qualify as a “ smaller reporting compa” The “ smaller reporting companycategory includes compani
that (1) have a common equity public float of It $75 million or (2) are unable to calculatertpeblic float and hav
annual revenue of $50 million or less, upon entgtime system. A smaller reporting company prepares files SEC
reports and registration statements using the sammes as other SEC reporting companies, thoughirfermation
required to be disclosed may differ and be lessprehensive. Regulation X-contains the SEC requirements

financial statements, while Regulation S-K contdiresnon-financial disclosure requirements.

To locate the scaled disclosure requirements, sme¢porting companies will refer to the specialagaaphs labeled “
smaller reporting companies ” in RegulatiorKS-As an example only, smaller reporting comparaies not required t
make risk factor disclosure in Item 1A of Form 10-Rther disclosure required by nemaller reporting companies c
be omitted in Form 10-K and Form 10-Q by small@oréing companies.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable

ITEM 2. PROPERTIES

We currently lease approximately 3,700 square fdetspace for our executive offices in Golden, Cattwr for
approximately $63,000 per year under a lease agmeemvhich expires in December 2013 and is monttmtmth
thereafter. The space is leased from The Bailey 2oy, a significant stockholder in the Companythair corporate
headquarters.

As of December 9, 2013, Good Times has an owneistépest in twentyfive Good Times units, all of which are loca
in Colorado. Seven of these restaurants are heddjoint venture limited partnership of which Gobiches is the gener
partner. Good Times has a 50% interest in sixefgartnership restaurants and a 78% interestdnestaurant. There &
eighteen Good Times units that are wholly owne®bpd Times.

Most of our existing Good Times restaurants areratination of freestanding structures containing approximately 88
1,000 square feet for the double drive thru foremat approximately 2,400 square feet for our pra@tyuilding with a 7!
seat dining room. In addition, we have severdbrgants that are conversions from other conceptarious sizes rangir
from 1,700 square feet to 3,500 square feet. Tlidibgs are situated on lots of approximately 08,80 50,000 squal
feet. Certain restaurants serve as collateratiferunderlying debt financing arrangements as dissd in the Notes -
Consolidated Financial Statements included inriyort. We intend to acquire new sites both thhoggpund leases ai
purchase agreements supported by mortgage anthédddimancing arrangements and through sale-leasdegreements.

All of the restaurants are regularly maintainedoly repair and maintenance staff as well as byideitontractors, whe
necessary. We believe that all of our propertiesia good condition and that there will be a nédperiodic capita
expenditures to maintain the operational and asstir@egrity of our properties for the foreseeafileure, including
recurring maintenance and periodic capital improsets:. All of our properties are covered up to aepment cost und
our property and casualty insurance policies artiéropinion of management are adequately coveréashirance.
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ITEM 3. LEGAL PROCEEDINGS

We are not involved in any material legal procegdinWe are subject, from time to time, to variavegsuits in the norm
course of business. These lawsuits are not expezteave a material impact.

MINE SAFETY DISCLOSURES
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED ST OCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES.

Shares of our Common Stock are listed for tradingh® NASDAQ Capital Market under the symbol “ GTIM The
following table presents the quarterly high and lud prices for our Common Stock as reported byNASDAQ Capita
Market for each quarter within the last two fisgehrs. The quotations reflect interdealer prieétjout retail markaps
mark-downs or commissions and may not represenabiransactions.

2012 2013
QUARTER ENDED HIGH LOW QUARTER ENDED HIGH LOW
December 31, 201 $1.7¢ $ 1.0¢€ December 31, 201 $338 $1.2C
March 31, 201: $1.4€¢ $ .71 March 31, 201! $348 $2.2¢
June 30, 201 $59¢ $ .9C June 30, 201 $36C $2.7¢
September 30, 201 $2.2¢ $1.1f September 30, 201 $3.41 $2.0C

As of December 9, 2013 there were approximately l®dl@ers of record of our Common Stock. Howevespnagemel
estimates that there are not fewer than 1,050 twésledwners of our Common Stock.

As of December 9, 2013 all of our outstanding Se@eConvertible Preferred Stock is held by SlI.

Dividend Policy : We have never paid dividends on our Common Stk do not anticipate paying dividends in
foreseeable future. In addition, we have obtaifire@hcing under loan agreements that restrict tngent of dividend
Further, the Series C Convertible Preferred Stimancing agreements provide for the payment oidéinds on our Seri
C Convertible Preferred Stock and restrictions lue payment of dividends on our Common Stock. Quilityto pay
future dividends will necessarily depend on oungeys and financial condition. However, sinceaasint development
capital intensive, we currently intend to retairy @arnings for that purpose.

Cash dividends of $120,000 per year are payabletariyaon our outstanding shares of Series C CdiblerPreferre
Stock (which is 8.0% per annum of the original esguice of $4.22 per share), with such paymentsetmade on AugL
15, November 15, February 15, and May 15 of eaeln,\beginning February 15, 2013. In the evenbthistanding shar
of Series C Convertible Preferred Stock have nehlenverted to Common Stock before March 28, 20eteafter (|
the amount of dividends payable will increase t83%200 per year (which is 15.0% per annum of thgiral issue pric
of $4.22 per share) from March 28, 2014 until catector redeemed by the Company, and (ii) the Compaay upon th
approval of a majority of the disinterested memhérthe Board of Directors redeem all or from titoetime a portion ¢
the Series C Convertible Preferred Stock by payragits liquidation preference.

Recent Sales of Registered Securities On August 21, 2013 we completed a public offgrof 2,200,000 shares
common stock, together with warrants to purcha28®000 shares of our common stock ( “ A Warrantarid additions
warrants to purchase 1,100,000 shares of our constock ( “ B Warrants ” vith a per unit purchase price of $2.50.
share of common stock was sold together with oiakrant, with each A Warrant being exercisable ohejore Augus
16, 2018 for one share of common stock at an eseemiice of $2.75 per share, and together withBoiéarrant, with twi
B Warrants being exercisable on or before May D8.42for one share of common stock at an exercise pf $2.50 pe
share. Net proceeds from the transaction were appately $4,659,000. We intend to use the net prdsefrom thi
offering for our remaining required equity contrilmn to BDFD; for the remodeling and reimaging risting Good Time
Burgers & Frozen Custard restaurants; for the dgwveent of new Bad Daddys Burger Bar restaurants through BL
Colo; and as working capital reserves and futuwestment at the discretion of our Board of Direstor

Recent Sales of Unregistered SecuritiesAs previously disclosed in the Company ’ s curmeport on Form & filed on
October 1, 2012, on September 28, 2012, the Compampleted the sale and issuance of 355,451 slérBsries (
Convertible Preferred Stock to SlI for an aggregatehase price of $1,500,000 (or $4.22 per shpteguant to the terr
of the Purchase Agreement. The terms of the PsecAgreement and of the Series C Convertible ResfeBtock wer
disclosed in the Company ' s current reports omF8«K filed on June 19, 2012, September 20, 2012, Getdh 2012
and October 16, 2012 and in the ComparsyProxy Statement filed on August 10, 2012. Then@any received gro
proceeds of $1,500,000 in the transaction, whiclewsed to pay related transaction expenses, tthpaW/ells Fargo no
and related interest rate swap in full, and to geworking capital.

The shares of Series C Convertible Preferred Ssotk to SlI (the “ Series C Shares Wgre not registered under
Securities Act of 1933, as amended (the “ Secarhiet ” ), or state securities laws, and neither the Seri8s&es nor tt
shares of Common Stock issuable upon conversiothefSeries C Shares (together with the Series CeShthe “
Securities " )may be resold in the United States in the absehae effective registration statement filed witle tSEC ¢
an available exemption
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from the applicable federal and state registratiequirements. In the Purchase Agreement, Sl septed to tr
Company that: (a) it is an accredited investorswash term is defined in Rule 501 of Regulation Bnpulgated under tl
Securities Act; (b) it acquired the Securities gngpal for its own account for investment purpesmly and not with
view to or for distributing or reselling the Sedig$ or any part thereof; and (c) it is knowleddeaBophisticated a
experienced in making, and qualified to make, dews with respect to investments in securities espnting a
investment decision similar to that involved in fherchase of the Securities. The Company hadreliethe exemptic
from the registration requirements of the Secwgifiet set forth in Section 4(2) thereof and thesund regulations there-
under for the purposes of the transaction with SllI.

Disclosure with Respect to the Company ' s Equity @mpensation Plans: We maintain the 2008 Omnibus Eq:
Incentive Compensation Plan, pursuant to which vag grant equity awards to eligible persons, andehawstandin
stock options granted under our 2001 Good TimegaResnts Stock Option Plan, 1992 Incentive StockddpPlan an
1992 NonStatutory Stock Option Plan. Pursuant to stockérolpproval in September 2012 the total numberhafes
available for issuance under the 2008 plan waséasad to 500,000. For additional information, se®eM, Stockholders’
Equity, in the Notes to the Consolidated FinanSiattements included in this report. The followiaglé gives informatic
about equity awards under our plans as of SepteBthe2013.

Equity Compensation Plan Information:
@ (b) (©)
Number of securities remaining
Number of securities toc Weighted-average available for future issuance
be issued upon exercis exercise price of under equity compensation
of outstanding options, outstanding options, plans (excluding securities

Plan category warrants & rights warrants & rights reflected in column (a))
Equity compensation plat

approved by security holders- 324,853 $4.35 175,146
options

Total 324,853 $4.35 175,146
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ITEM 6. SELECTED FINANCIAL DATA

The selected financial data on the following paaresderived from our historical financial statensesmd is qualified in i
entirety by such financial statements which aréuithed in Item 8 hereof.

The Company analyzes its operations on a regiasisbwhen evaluating closed restaurant operatansonsideration ¢
to the classification between continuing operati@msl discontinued operations. Prior to fiscal 2Qh& Compan
evaluated operations at the restaurant level.simeievaluation the Company determined that as ofdsie Company &
restaurants are within the Denver metropolitanaiegind share common advertising, distribution, sagen, and to
certain extent even customers, the Company belieegpropriate to perform its analysis on a regldrasis. During 20!
the Company closed two restaurants and in 201Z¢mepany closed an additional two restaurants. offegations relate
to these restaurants are reflected as part ofragng operations as they were within one contingipgrating region.

The following presents certain historical finandiaformation of the Company. This financial infaation includes tr
combined operations of the Company and its subggidor the fiscal years ended September 30, 200®13. Certai
prior year balances have been reclassified to confo the current years presentation. Such reclassifications ha

effect on the net income or loss.

September 30
Operating Data: 2013 2012 2011 2010 2009
Restaurant sale $ 22,523,00C $ 19,274,00C $ 20,183,00C $ 20,390,00C $ 22,079,00C
Franchise fees and royalti 369,00C 432,00C 420,000 473,000 536,000
Total Net Revenue 22,892,00( 19,706,00( 20,603,00( 20,863,00( 22,615,00(
Restaurant Operating Co:
Food and packaging cos 7,655,00( 6,592,00( 7,241,00C 7,181,00C 7,423,00C
Payroll and other employee benefit cc 7,809,00C 6,691,00C 7,043,00C 7,359,00C 7,663,00C
Occupancy and other operating cc 4,345,00C 3,939,00C 4,172,00C 4,331,00C 4,529,00C
New store pr-opening cost 99,000 - - - 15,000
Depreciation and amortizatic 719,00C 795,000 888,000 943,000 1,172,00C
Total restaurant operating co 20,627,00( 18,017,00( 19,344,00( 19,814,00( 20,802,00(
Selling, General & Administrative cos 2,608,00( 2,154,00( 2,038,00C 2,638,00C 2,814,00C
Franchise cosi 67,000 60,000 70,000 124,000 161,000
Loss (Gain) on restaurant ass (18.000 (51,000 (184,000 199,000 (28,000
Loss from Operation ($392,000 ($474,000 ($665,000 ($1,912,00C ($1,134,00C
Other Income and (expenst
Unrealized gain (loss) on interest rate s\ - 20,000 27.000 3.000 (87,000
Other income (expens (6.000 (15,000 22,000 - -
Affiliate investment income (los: (102,000 - - - -
Interest income (expense), | (44,000 (199,000 (279,000 (598,000 (261,000
Total other income (expens (152,000 (194,000 (230,000 (1,185,000 (566,000
Net Loss from continuing operatio ($544,000 ($668,000 ($895,000 ($2,507,00C ($1,482,00C
Loss from discontinued operatio - - - (590.000 (218.000
Net Loss ($544,000 ($668,000 ($895,000 ($3.097.00C ($1,700.00C
Income attributable to n-controlling interes (143.000 (109.000 (118.000 165.000 54,000
Net Loss attributable to Good Times Restaurants  ($687,000 ($777,000 ($1,013,00C  ($2,932,00C  ($1,646,00C
Preferred stock dividen 120.00C - - - -
Net Loss attributable to common shareholc ($807.000 ($777.000 ($1.013.00C  ($2.932,00C  ($1.646.00C
Basic and Diluted Loss Per Shi ($.27 ($.29 ($.42, (%$2.26 ($1.26
Balance Sheet Data
Working Capital (Deficit] $ 4,836,00C $ 848,000 ($488,000 ($1,869,00C ($1,200,00C
Total asset 9,875,00( 7,061,00C 6,999,00C 8,318,00C 10,254,00(
Non-controlling interest in partnershi 242,000 203,000 215,000 274,000 428,000
Long-term deb 96,000 139,000 2,067,00C 3,005,00C 2,478,00C
Stockholders' equit $ 7,321,00C $ 3,260,00C $ 2,520,00C $ 1,694,00C $ 4,378,00C
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ITEM 7. MANAGEMENT * S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D
RESULTS OF OPERATIONS

Results of Operations

Net RevenuesNet revenues for fiscal 2013 increased $3,186,806.2%) to $22,892,000 from $19,706,000 for fi
2012. Same store restaurant sales increased $20P7{11.9%) during fiscal 2013. Restaurants aoduded in sarr
store sales after they have been open a full fiftreenths. Restaurant sales increased $1,738,00@dhree restaurai
purchased from franchisees in fiscal 2012 and 2®Re&taurant sales decreased $59,000 due to twoacgrapnec
restaurants not included in same store sales, ondraditional location and one severely affected dgdr constructiol
Restaurant sales decreased $701,000 due to twoacgrapned restaurants sold in fiscal 2012. Net revemieesease
$63,000 in fiscal 2013 due to a decrease in fraectoyalties and fees.

The positive same store sales results for fiscaB2@flect the continuation of the positive momemtwe experienced
fiscal 2011 and 2012 when same store sales incté&286 and 3.1%, respectively. In addition we idtrced a limite
breakfast menu in November 2012 and total net ngs®for breakfast were approximately $1,700,000isoal 2013.

Our outlook for fiscal 2014 is cautiously optimisbased on the last three years of positive sedesl$; however our sa
trends are influenced by many factors and the nemomomic environment remains challenging for smakstaurar
chains. Our average transaction decreased slighfigcal 2013 compared to fiscal 2012 with thelitidn of breakfas
while our total customer traffic increased in exxces12%. We are continuing to manage our marketorgmunications
balance growth in customer traffic and the aveaggtomer expenditure.

Average restaurant sales for company-owned andewetoped restaurants (including double drive testaurants ai
restaurants with dining rooms but excluding dualnior restaurants and out of market restaurantdjsfal 2012 and 20:
were as follows:

Fiscal 2013 Fiscal 2012
Compan-operatec $903,00C $807,00C

Company operated restaurants ' sales range fraw afl $613,000 to a high of $1,734,000.

For factors which may affect future results of @piens, please refer to a discussion of plannedymtoand syste
changes discussed in the section entitled “ BusiBémtegy ” in Item 1 on pages 5 - 6 of this répor

Restaurant Operating Costs:Drive Thru restaurant operating costs as a pemkergstaurant sales were 91.1% for fi
2013 compared to 93.5% in fiscal 2012.

The changes in restaurant-level costs are explaisddilows:

Drive Thru Restaura-level costs for the period ended September 30, 93.5%
Decrease in food and packaging ct (.2%)
Payroll and other employee benefit cc (.1%)
Decrease in occupancy and other operating (1.2%)
Decrease in depreciation and amortization ¢ (.9%)
Drive Thru Restaura-level costs for the period ended September 30, 91.1%

New store preopening costs of $99,000, includewtal restaurant operating costs, were relatetigditst Bad Dadd" s
restaurant that is expected to open in January.2014

Food and Packaging CostsFood and packaging costs for fiscal 2013 incre&de@63,000 from $6,592,000 (34.2%
restaurant sales) in fiscal 2012 to $7,655,000 (8#itéstaurant sales).

In fiscal 2013 our weighted food and packaging €astreased approximately 1.3% compared to fis6aR2 The tot:
menu price increases taken during fiscal 2013 v2e286. We anticipate cost pressure on several comemodities
including beef, bacon and dairy for fiscal 2014owéver, we anticipate our food and packaging casta percentage
sales will decrease slightly in fiscal 2014 front@nbination of price increases, product sales rhixnges and reci
modifications.

Payroll and Other Employee Benefit Costs:For fiscal 2013, payroll and other employee benefists increast
$1,118,000 from $6,691,000 (34.7% of restaurams3an fiscal 2012 to $7,809,000 (34.7% of restaisales).

The increase in payroll and other employee bermfppenses is primarily due to the increase in reatdusale:
Additionally with the implementation of breakfast November 2012 our payroll and employee benefgtaver
abnormally high during the first six months of 013 due to training and over staffing to harttke additional sale
Because payroll costs are serariable in nature they normally decrease as aepégige of restaurant sales when the
an increase in restaurant
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sales, however the lower average customer expeaditlbreakfast somewhat mitigates this decreasgolP anc
other employee benefits increased approximately3®80 in fiscal 2013 due to three restaurants @eeth fror
franchisees in fiscal 2012 and 2013 and decreagpthxmately $293,000 in fiscal 2013 due to two pamy-ownec
restaurants sold in 2012. We anticipate payrall etiner employee benefit costs will decrease asreeptage of sales
fiscal 2014 due to the operating leverage on irginggsales.

Occupancy and Other Operating Costsfor fiscal 2013, occupancy and other operatingscistreased $406,000 fr
$3,939,000 (20.4% of restaurant sales) in fiscal2® $4,345,000 (19.3% of restaurant sales). $4®6,000 increase
occupancy and other costs is primarily attributabie

A decrease of $214,000 in occupancy and otheruesthoperating costs due to the two restaurahdsisdiscal 2012.
The decrease above was offset by the followingeimses:

« Increase of $310,000 in occupancy and other remthoperating costs due to the three restauranthased fror
franchisees in fiscal 2012 and 2013.

« Increases in various other restaurant operatings afs$125,000 at existing restaurants compriséaigily of
repairs and maintenance, property taxes, utilistsand bank fees.

« Increase in rent expense of $107,000 due to twnleakeback transactions completed in fiscal 2013.

« Anincrease of $78,000 to our liability for the eaton of deferred rent in fiscal 2013.

Occupancy costs may increase as a percent of aaleew compangwned restaurants are developed due to highe
associated with sale-leaseback operating leaseglbas increased property taxes on those locgtion

New Store Preopening Costdn fiscal 2013 we incurred $99,000 of preopeningtsaelated to the first new Bad Daddy ’
s restaurant which is expected to open in Januaty.2Costs for this initial store opening will bigter than normal due
payroll, travel and lodging costs incurred to tritie management team in North Carolina at an egidéiad Daddy s
franchisee.

Depreciation and Amortization Costs: For fiscal 2013, depreciation and amortization £afcreased $76,000 fr
$795,000 in fiscal 2012 to $719,000. Depreciatiosts primarily decreased due to the two restasiigoitl in fiscal 201
as well as due to declining depreciation expensriiraging company-owned and joint-venture restaara

General and Administrative Costs:For fiscal 2013, general and administrative castssiased $345,000 from $1,358,
(6.9% of total revenues) in fiscal 2012 to $1,708,(7.4% of total revenues).

The $345,000 increase in general and administratipenses in fiscal 2013 is primarily attributatole

« Increase in payroll and employee benefit costs 18200 due to the reinstatemen
certain management level salaries that were redincéisical 2009 and 2010, as well as
increase in health insurance co

« Increase in professional services and financiati@is costs of $50,00

« Increase in incentive stock option compensatioreagp of $101,000.
« Netincreases in various other expenses of $62

Advertising Costs: For fiscal 2013, advertising costs increased $1®ftbm $796,000 (4.1% of restaurant sales) iraf
2012 to $905,000 (4% of restaurant sales).

Contributions are made to the advertising matefiaigl and regional advertising cooperative based pearcentage of
sales. The contribution remained the same foafi2013 compared to fiscal 2012.

We anticipate that fiscal 2014 advertising expem#la@emain consistent with fiscal 2013 and willrist primarily of
cable television advertising, social media and itsend point-of-purchase merchandising totalingregimately 4% of
restaurant sales.

Franchise Costs:For fiscal 2013 franchise costs increased $7,00 60,000 (.3% of total revenues) in fiscal 204
$67,000 (.3% of total revenues).

Gain on Restaurant Asset SalesFor fiscal 2013 the gain on restaurant asset siesased to $18,000 compare
$51,000 in fiscal 2012. The gain on restauranetassales in fiscal 2013 is comprised of a $25@éf@rred gain on
previous sale lease-back transaction, a $67,000 @aia current sale lease-back transaction for camepanyewnec
restaurant, offset by a $74,000 loss to write lo#f &ssets of an undperforming restaurant that was closed in Septe
2013.

Loss from Operations: The loss from operations was $392,000 in fiscal326@mpared to a loss from operation
$474,000 in fiscal 2012. The decrease in loss foperations for the fiscal year is due primarilynatters discussed in |
"Restaurant
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Operating Costs", "General and Administrative Cpst§ranchise Costs " and “ Gain on RestauranteASales 'section
above.

Net Loss:The net loss was $544,000 for fiscal 2013 comptreék668,000 in fiscal 2012. The change from fi@i2 tc
fiscal 2013 was primarily attributable to the medteliscussed in the "Net Revenues", "Restaurantafipg Costs'
"Selling, General and Administrative Costs" anddtahise Costs" sections of Item 6, as well as dig@ease in n
interest expense of $155,000 compared to the saimeyear period; and 2) an affiliate investmenddaf $102,000
fiscal 2013.

Net interest expense decreased in fiscal 2013 c@dptea the same prior year period due to the payfaifie notes payak
to Wells Fargo Bank and PFGI 1.

The net loss from affiliate investment activitiemsists of the Companys’ share of net earnings or loss of its affiliate
they occur. The loss from investment activitieeeigited to our 48% ownership in BDFD which is autesf initial costs ¢
developing the Bad Daddy ' s franchise program.

Income Attributable to Non-controlling Interests: For fiscal 2013 the income attributable to raamtrolling interest
was $143,000 compared to $109,000 in fiscal 20h2. [®ss from non-controlling interest represengslinited partner &
share of income in the co-developed restaurants.

Net Loss Attributable to Common Shareholders:For fiscal 2013 the net loss attributable to comnsbareholde
includes dividends of $120,000 related to the Se@eConvertible Preferred Stock transaction coregletith Sl or
September 28, 2012.

Liquidity and Capital Resources

Cash and Working Capital:

As of September 30, 2013, we had a working capitakss of $4,836,000. Because restaurant saleoléeeted in cas
and accounts payable for food and paper produetpaid two to four weeks later, restaurant compaoften operate wi
working capital deficits. We anticipate that worginapital deficits may be incurred in the future gossibly increase
and when new Good Times restaurants are openedbeldve that we will have sufficient capital to eheur workin
capital, long term debt obligations and recurriagital expenditure needs in fiscal 2014 and beyond.

Financing:

Public Offering : On August 21, 2013 we completed a public offerih@,800,000 shares of common stock, together
warrants to purchase 2,200,000 shares of our constmok ( “ A Warrants ” )and additional warrants to purch
1,100,000 shares of our common stock ( “ B Warrantsvith a per unit purchase price of $2.50. One sloAreommor
stock was sold together with one A Warrant, withheA Warrant being exercisable on or before Aud#st2018 for on
share of common stock at an exercise price of $@etsshare, and together with one B Warrant, with B Warrant
being exercisable on or before May 16, 2014 forgitere of common stock at an exercise price ofd2es share.

We intend to use the $4,659,000 net proceeds fhisnoffering for our remaining required equity adimition to BDFD
for the remodeling and reimaging of existing Goahds Burgers & Frozen Custard restaurants; fordéaeelopment ¢
new Bad Daddy 5 Burger Bar restaurants through BD of Colo; anevasking capital reserves and future investme
the discretion of our Board of Directors.

Wells Fargo Note Payable : The balance of our loan from Wells Fargo BankA.N “ Wells Fargo ” )at September 3
2012 was $232,000. We used a portion of the praceeckived by the Company from the sale of Seri€o@vertible
Preferred Stock to Sll to pay in full the outstargdbalance, along with the associated interestsiatg with Wells Farg
in October, 2012.

PFGI Il LLC Promissory Note : The balance of our loan from PFGI Il LLC at Sepber 30, 2012 was $1,318,000.
November 30, 2012 we entered into a sale -back transaction on the Firestone property withpneteeds of $1,377,0
and we used $765,000 to pay down the PFGI Il Nbte. remaining balance of $541,000 was paid on Jar2ig 201.
from the proceeds of another sale leaseback traosac

31 Investment Transaction : On September 28, 2012, we closed on an investmansaction with SllI, in which tl
Company sold and issued to Sll 355,451 sharesri#sSE Convertible Preferred Stock for an aggregatehase price
$1,500,000 (or $4.22 per share) pursuant to theh@se Agreement, with each share of Series C CiilnieePreferre
Stock convertible at the option of the holder imeo shares of our Common Stock, subject to cergaiti-dilution
adjustments. The proceeds from this transactiore wsed to pay approximately $40,000 of expenskegerkto th
transaction and to repay $232,000 to Wells Fargth the balance of the proceeds going to increaseCompany s
working capital.
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Cash Flows:

Net cash provided by operating activities was $303 for fiscal 2013 compared to net cash used araijmg activities ¢
$22,000 in fiscal 2012. The increase in net cashiged by operating activities for fiscal 2013 whe result of a net lo
of $544,000 and nooash reconciling items totaling $1,247,000 (congatiprincipally of 1) depreciation and amortiza
of $719,000; 2) $171,000 of stock option compensagxpense; 3) an $18,000 gain on asset salesn 4ffiiate
investment loss of $102,000; 5) a $352,000 incréasether accounts payable and other accrued ilikil and 6) ne
increases in operating assets and liabilitiesita@a79,000).

Net cash provided by investing activities in fis@8l13 was $453,000 compared to $594,000 in fis6aR2 The fisc:
2013 activity reflects payments for the purchasgroperty and equipment of $2,506,000, proceeds Bale leasback
transactions of $3,329,000, a $375,000 investmerthe BDFD affiliate and $5,000 of payments recgioa loans t
franchisees.

Net cash provided by financing activities in fis2all3 was $4,371,000 compared to net cash uséukincing activities ¢
$803,000 in fiscal 2012. The fiscal 2013 activitgludes principal payments on notes payable and term debt ¢
$1,593,000, proceeds from the public offering of1$8,000, $90,000 in dividends paid on the prefestock an
distributions to non-controlling interests in panships of $104,000.

Contingencies and Off-Balance Sheet Arrangement&Ve remain contingently liable on various land lsagederlyin
restaurants that were previously sold to franclsisée have never experienced any losses relatbéde contingent lec
liabilities; however, if a franchisee defaults tie payments under the leases, we would be liablthéolease payments
the assignor or sulessor of the lease. Currently we have not beéifietbnor are we aware of any leases in defautteu
which we are contingently liable. However thera ba no assurance that there will not be in theréjtwhich could ha\
a material adverse effect on our future operatasgilts.

Critical Accounting Policies and Estimates: We follow accounting standards set by the Finangtaounting Standar:
Board, commonly referred to as the “ FASBTHe FASB sets generally accepted accounting pilegi(GAAP) that w
follow to ensure we consistently report our finahaondition, results of operations, and cash flo@ger the years, tl
FASB and other designated GAARiting bodies, have issued standards in the férRA8B Statements, Interpretatio
FASB Staff Positions, EITF consensuses, AICPA 8tatds of Position, etc.

The FASB recognized the complexity of its standsetting process and embarked on a revised prone2804 the
culminated in the release on July 1, 2009, of th8B Accounting Standards Codification, $¥metimes referred to as
Codification or ASC. To the Company, this meansaad of following the Statements, Interpretatid®isff Positions, et
we will follow the guidance in Topics as definedtiire ASC. The Codification does not change howGbmpany accour
for its transactions or the nature of related diseies made. However, when referring to guidarsieet$ by the FASB, tl
Company refers to topics in the ASC rather thaneBtants, etc. The above change was made effegtileebFASB fo
periods ending on or after September 15, 2009. &ve pdated references to GAAP in this Annual Repoi~orm 10K
to reflect the guidance in the Codification.

Notes ReceivableWe evaluate the collectability of our note recelealfrom franchisees annually. The aggregate
receivable on the consolidated balance sheet a®épr 30, 2013 were $15,000.

Discontinued Operations: The Company analyzes its operations on a regioasisbwhen evaluating closed restat
operations for consideration as to the classificatietween continuing operations and discontinygstagions. Prior
2010 the Company evaluated operations at the rastialevel. In its reevaluation the Company detesadithat as most
the Company ’s restaurants are within the Denver metropolitagiore and share common advertising, distribu
supervision, and to a certain extent even custgntiees Company believes it appropriate to perforsnaibalysis on
regional basis. During fiscal 2011 the Company edo$wvo restaurants, and in fiscal 2012, the Compeloged a
additional two restaurants. The operations reltdatiese restaurants are reflected as part ofntong operations as th
were within one continuing operating region.

Non-controlling Interests: Non-controlling interests, previously called minoritytérests, are presented as a separatt
in the equity section of the consolidated balartoees Consolidated net income or loss attributadleoneontrolling
interests are presented on the face of the comgelidstatement of operations. Additionally, chaniges parent ’s
ownership interest in a subsidiary that do notltésudeconsolidation are equity transactions, #rad deconsolidation of
subsidiary is recorded as a gain or loss baseteofair value on the deconsolidation date.

Impairment of Long-Lived Assets: We review our londived assets for impairment, including land, prapeanc
equipment whenever events or changes in circumssaim@icate that the carrying amount of an asset na be
recoverable. Recoverability of assets to be hetHumed is measured by a comparison of the cagithtipsts of the ass
to the future
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undiscounted net cash flows expected to be genkiatethe assets and the expected cash flows aesl lwmas recel
historical cash flows at the restaurant level (thveest level that cash flows can be determined).

An analysis was performed on a restaurant by resmtawasis at September 30, 2013. Assumptions imsedeparin
expected cash flows were as follows:

« Sales projections are as follows: Fiscal 2014 salegrojected to increase 6% with respect to lfidga3 and fc
fiscal years 2015 to 2028 we have used annualdsesof 2% to 3%. The 6% increase in fiscal 20Jduéstc
current trends. We believe the 2% to 3% increagbadrfiscal years beyond 2014 is a reasonable &g@t o
growth and that it would be unreasonable to expecgrowth in our sales. These increases includeunpeice
increases in addition to any real growth. Histdlycaur weighted menu prices have increased 1.588%0

o Our variable and semvariable restaurant operating costs are projectédcrease proportionately with the si
increases as well as increasing an additional h&®fear consistent with inflation.

« Our other fixed restaurant operating costs aresptegl to increase 1.5% to 2% per year.

« Food and packaging costs are projected to decegameximately .5% as a percentage of sales inigalé ou
fiscal 2013 food and packaging costs as a resultasfu price increases and other menu initiatives.

o Salvage value has been estimated on a restauramstgurant basis considering each restauranparticula
equipment package and building size.

Given the results of our impairment analysis att&maper 30, 2013 there are no restaurants whiclingvaired as the
projected undiscounted cash flows show recovetglufitheir asset values.

Our impairment analysis included a sensitivity gs@l with regard to the cash flow projections tkatermine th
recoverability of each restaurarg assets. The results indicate that even with adé&éne in our projected cash flows
would still not have any potential impairment issuédiowever if we elect to sublease, close or etiser exit a restaurs
location impairment could be required.

Each time we conduct an impairment analysis in fitare we will compare actual results to our préjats an
assumptions, and to the extent our actual resoltsod meet expectations, we will revise our assionptand this cou
result in impairment charges being recognized.

All of the judgments and assumptions made in piegahe cash flow projections are consistent with other financie
statement calculations and disclosures. The assomsptised in the cash flow projections are consistéth othe
forwarddooking information prepared by the company, sushtteose used for internal budgets, discussions thitid
parties, and/or reporting to management or thedbofdirectors.

Projecting the cash flows for the impairment analysvolves significant estimates with regard te gerformance of ea
restaurant, and it is reasonably possible thaéstienates of cash flows may change in the near tesmiting in the need
write down operating assets to fair value. If theeads are determined to be impaired, the amoumpairment recognize
is the amount by which the carrying amount of theets exceeds their fair value. Fair value wouldidétermined usir
forecasted cash flows discounted using an estinmaterhge cost of capital and the impairment chengdd be recognize
in income from operations.

Income Taxes:We account for income taxes under the liability moelt whereby deferred tax asset and liability act
balances are determined based on differences bethedinancial reporting and tax bases of asseddiabilities and ai
measured using the enacted tax rates and lawswilhdie in effect when the differences are expediedeverse. Tt
Company provides a valuation allowance, if necgssarreduce deferred tax assets to their estinratgizable value. Tt
deferred tax assets are reviewed periodically éopverability, and valuation allowances are adjiste necessary. \
believe it is more likely than not that the recatdieferred tax assets will be realized.

The Company is subject to taxation in various fliogsons. The Company continues to remain subgebamination b
U.S. federal authorities for the years 2010 thro20h3. The Company believes that its income tamdfipositions an
deductions will be sustained on audit and doesantitipate any adjustments that will result in aemial adverse effect «
the Company's financial condition, results of ofieres, or cash flows. Therefore, no reserves farewain income te
positions have been recorded. The Company's peaistio recognize interest and/or penalties reltédcome tax matte
in income tax expense. The Company has accruedr$térest and penalties as of September 30, 2013.

Variable Interest Entities: Once an entity is determined to be a Variable &geEntity (VIE), the party with tl
controlling financial interest, the primary benéiy, is required to consolidate it. We have oranéhisee with a nc
payable to the Company and after analysis we hatermined that, while this franchisee is a VIE, ave not the prima
beneficiary of the entity, and therefore it is nequired to be consolidated.
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Fair Value of Financial Instruments: Fair value is established under a framework forsugag fair value under GA/#
and enhances disclosure about fair value measutemen

New Accounting Pronouncements There are no new accounting pronouncements tfegt dhe Company.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK.
Not applicable

ITEM 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The Company has included the financial statements supplementary financial information required thys iterr
immediately following Part IV of this report andrlby incorporates by reference the relevant postifrthose statemel
and information into this Item 8.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND
FINANCIAL DISCLOSURE.

During the two most recent fiscal years, Good Tirhas not had any changes in or disagreements sithdepende
accountants on matters of accounting or finandglasure.

ITEM 9A. CONTROLS AND PROCEDURES.

Conclusion Regarding the Effectiveness of DiscloserrControls and Procedures:Based on an evaluation of
Company ' s disclosure controls and proceduresdéfmed in Rules 13a-15(e) and 158(e) under the Securit
Exchange Act of 1934, as amended), as of the etltkd€ompany & fiscal year ended September 30, 2013, the Cor
' s Chief Executive Officer and Controller (its prijpal executive officer and principal financial aféir, respectively) ha
concluded that the Company ’ s disclosure containts procedures were effective.

Management ' s Report on Internal Control Over Finaacial Reporting: We are responsible for establishing

maintaining adequate internal control over finahegporting (as defined in Rule 13a-15(f) and 1%f) under th
Securities and Exchange Act of 1934, as amended)maintain a system of internal controls that isigleed to provid
reasonable assurance in a agféective manner as to the fair and reliable prafian and presentation of the consolid
financial statements.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or @etemisstatement
Therefore, even those systems determined to betigecan provide only reasonable assurance wiheret to financi
statement preparation and presentation.

We conducted an evaluation of the effectivenessuofinternal control over financial reporting asS#ptember 30, 20!
In making this evaluation, our management usedtiteria set forth by the Committee of Sponsoring#hizations of tr
Treadway Commission ( “ COSO ") in Internal Cothategrated Framework. This evaluation included\aerg of the
documentation of controls, evaluation of the desiffactiveness of controls and a conclusion on ekisuation. We ha
concluded that, as of September 30, 2013, the Coynpainternal control over financial reporting waseetfve based ¢
these criteria.

This Annual Report does not include an attestatégort of the Companys registered public accounting firm regarc
internal control over financial reporting. Managarh’ s report was not subject to attestation by @ompany 's
registered public accounting firm pursuant to ruéshe SEC that permit the Company to provide anBnagement &
report in this Annual Report.

Changes in Internal Control over Financial Reporting: There have been no significant changes in the Coymnpa
internal control over financial reporting that ooad during the Companys' fiscal quarter ended September 30, 201!
have materially affected, or are reasonably likelymaterially affect, the Companys’ internal control over financ
reporting.

ITEM 9B. OTHER INFORMATION

Nothing to report
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PART Il

We will file a definitive Proxy Statement for ouO24 Annual Meeting of Stockholders with the SECyspant t
Regulation 14A, not later than 120 days after the @f our fiscal year. Accordingly, certain infortiza required by Pz
[l has been omitted under General Instruction t@g3Form 10K. Only those sections of our definitive Proxy $taen
that specifically address the items set forth meaeé incorporated by reference.

Item 10. Directors, Executive Officers and Corporate Governace

The information required by Item 10 is hereby imewated by reference from our definitive Proxy Sta¢nt relating 1
our 2014 Annual Meeting of Stockholders, to bedfileith the Securities and Exchange Commission witt20 day
following the end of our fiscal year.

Item 11. Executive Compensation

The information required by Item 11 is hereby ipmyated by reference from our definitive Proxy &taeént relating 1
our 2014 Annual Meeting of Stockholders, to bedfileith the Securities and Exchange Commission witt20 day
following the end of our fiscal year.

Item 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matters

The information required by Item 12 is hereby ipmyated by reference from our definitive Proxy &tagnt relating 1
our 2014 Annual Meeting of Stockholders, to bedfileith the Securities and Exchange Commission witt20 day
following the end of our fiscal year.

Item 13. Certain Relationships and Related Transactions, an®irector Independence

The information required by Item 13 is hereby ipmoated by reference from our definitive Proxy &taent relating 1
our 2014 Annual Meeting of Stockholders, to bedfileith the Securities and Exchange Commission witt20 day
following the end of our fiscal year.

Item 14. Principal Accountant Fees and Services

The information required by Item 14 is hereby ipmoeated by reference from our definitive Proxy &taent relating 1
our 2014 Annual Meeting of Stockholders, to bedfileith the Securities and Exchange Commission witt20 day
following the end of our fiscal year.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
The following exhibits are furnished as part obtteport:

Exhibit Description

3.1 Articles of Incorporation of Good Times Restaurdnts (previously filed on November 30, 1988 as iBitt
3.1 to the registrant ' s Registration Statemenfform S-18 (File No. 33-25810-LA) and incorporakeuiein
by reference

3.2 Amendment to Articles of Incorporation of Good TernRestaurants Inc. dated January 23, 1990 (prdyi
filed on January 18, 1990 as Exhibit 3.1 to thastegnt ' s Current Report on Form 8-K (File No.080
18590) and incorporated herein by referet

3.3 Amendment to Articles of Incorporation of Godines Restaurants Inc. dated June 15, 1994 (prslyio
filed as Exhibit 3.3 to the registrant ' s AmendmnBo. 1 to Registration Statement on Form S-1 flaede 7,
2013 (File No. 33-188183) and incorporated herein by referei

3.4 Amendment to Articles of Incorporation of Good TenRestaurants Inc. dated September 23, :
(previously filed as Exhibit 3.5 to the registrasst Annual Report on Form 10-KSB for the fiscal yeaded
September 30, 1996 (File No. (-18590) and incorporated herein by referer

35 Certificate of Designations, Preferences, and RighitSeries B Convertible Preference Stock of Gbiotks
Restaurants Inc. (previously filed as Exhibit lthe Amendment No. 6 to Schedule 13D filed by Thie Er
County Investment Co., The Bailey Company, LLLP &adl T. Bailey (File No. 005-42729) on February
14, 2005 and incorporated herein by refere

3.6 Certificate of Change of Good Times Restaurants (peviously filed as Exhibit 3.1 to the registri s
Current Report on Form 8-K filed January 12, 20File( No. 000-18590) and incorporated herein by
reference

3.7 Certificate of Designations, Preferences, and RigiitSeries C Convertible Preferred Stock of Goodeb

Restaurants Inc. (previously filed as Exhibit 3olthe registrant ' s Current Report on Form 8-kedil
September 20, 2012 (File No. (-18590) and incorporated herein by referer

3.8 Restated Bylaws of Good Times Restaurantsdiaied November 7, 1997 (previously filed as Ext8t6 to
the registrant ' s Annual Report on Form 10-KSBtfwe fiscal year ended September 30, 1997 (FileORO-
18590) and incorporated herein by referer

3.9 Amendment to Restated Bylaws of Good Times Restésudac. dated August 14, 2007 (previously filec
Exhibit 3.1 to the registrant's Current Report annfr 8-K filed December 31, 2007 (File No. 000-18p80d
incorporated herein by referenc

3.10 Amendment to Restated Bylaws of Good Timestdeants Inc. dated August 30, 2013 (previousdyl fon
August 30, 2013 as Exhibit 3.1 to the registraatCurrent Report on Form 8-K (File No. 000-18590) a
incorporated herein by referenc

4.1 Specimen Common Stock Certificate (previously fiesdExhibit 4.1 to the registra s Amendment No. 1t
Registration Statement on Form S-1 filed June T32File No. 333-188183) and incorporated herein by
reference

4.2 Specimen A Warrant Certificate (previously filedtlwiAmendment No. 4 to the Form-1 filed by the
Registrant on August 12, 2013) (File No. -188183) and incorporated herein by referel

4.3 Form of Underwriter ' s Warrant (previousliefl as Exhibit 4.3 to the registrant ' s Amendnigat 2 to
Registration Statement on Form S-1 filed June 2633File No. 333-188183) and incorporated hergin b
reference

4.4 Specimen B Warrant Certificate (previously filedttwiAmendment No. 4 to the Forn-1 filed by the
Registrant on August 12, 2013) (File No. -188183) and incorporated herein by referel

10.1 Good Times Restaurants Inc. 2008 Omnibus Equitgritice Compensation Plan (previously filed as Eit
10.1 to the registrant ' s Current Report on Forid 8led January 30, 2008 (File No. 000-18590) and
incorporated herein by referenc

10.2 Employment Agreement dated as of October0O0y between Good Times Restaurants Inc. and Boyd E.
Hoback (previously filed as Exhibit 10.1 to theistgant * s Current Report on Form 8-K filed Jarya®,
2008 (File No. 00-18590) and incorporated herein by referer

10.3 Securities Purchase Agreement dated October 29) B8iween Good Times Restaurants Inc. and £
Island Investments Limited (previously filed as Bih10.1 to the registrant ' s Current Report @k 8-K
filed November 3, 2010 (File No. 0-18590) and incorporated herein by referel
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10.4 Registration Rights Agreement dated December 130 Afetween Good Times Restaurants Inc. and ¢
Island Investments Limited (previously filed as bih10.1 to the registrant ' s Current Report arri 8-K
filed December 17, 2010 (File No. (-18590) and incorporated herein by referet

10.5 Consent and Waiver dated December 13, 2010 byttloreolders named therein to Good Times Restau
Inc. (previously filed as Exhibit 10.5 to the ragisit ' s Current Report on Form 8-K filed Decemb@r 2010
(File No. 00(-18590) and incorporated herein by referel

10.6 Financial Advisory Services Agreement dateohilA6, 2012 between Good Times Restaurants Ind an
Heathcote Capital LLC (previously filed as Exhib@.1 to the registrant * s Current Report on Fori fed
April 11, 2012 (File No. 000-18590) and incorpoththerein by reference) and incorporated herein by
reference

10.7 Securities Purchase Agreement dated June 13, 28 én Good Times Restaurants Inc. and Small It
Investments Limited (previously filed as Exhibit.1Go the registrant * s Current Report on Form &i&d
June 19, 2012 (File No. 0-18590) and incorporated herein by referer
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Amendment to the Good Times Restaurants Inc. 2008ius Equity Incentive Compensation Plan di
September 30, 2012 (previously filed as ExhibitlD0o the registrant * s Registration StatemenForm S-1
filed April 26, 2013 (File No. 33-188183) and incorporated herein by referel

Supplemental Agreement dated September 28, 201ZertGood Times Restaurants Inc. and Small Is
Investments Limited (previously filed as Exhibit.1Go the registrant ' s Current Report on Form &i&d
October 1, 2012 (File No. 0-18590) and incorporated herein by referet

Amendment to Supplemental Agreement dated Octobe012 between Good Times Restaurants Inc. and
Small Island Investments Limited (previously filad Exhibit 10.1 to the registrant ' s Current Répor Form
8-K filed October 16, 2012 (File No. 0-18590) and incorporated herein by referei

Letter Agreement dated December 5, 2012 betweemn Gones Restaurants Inc. and GT Burgers of Colar
Inc. (previously filed as Exhibit 10.13 to the r&tgant ' s Registration Statement on Form S-1 fidguil 26,
2013 (File No. 33-188183) and incorporated herein by referei

Amendment to Financial Advisory Services Agreenaaied March 25, 2013 between Good Times Restaurants
Inc. and Heathcote Capital LLC (previously filedEdhibit 10.14 to the registrant ' s Registratidat8ment on
Form &1 filed April 26, 2013 (File No. 3:-188183) and incorporated herein by referel

Subscription Agreement dated April 9, 2013 betwésood Times Restaurants Inc. and Bad Da’ s
Franchise Development, LLC (previously filed as ibihl0.1 to the registrant ' s Current Report anrf 8-K
filed April 15, 2013 (File No. 0C-18590) and incorporated herein by referer

Amended and Restated Operating Agreement of Badlyp' s Franchise Development, LLC dated April
2013 (previously filed as Exhibit 10.2 to the rexgiat * s Current Report on Form 8-K filed April 15013 (File
No. 00(-18590) and incorporated herein by referei

Management Services Agreement dated April 9, 2@1&éden Good Times Restaurants Inc. and Bad Daddy ’
Franchise Development, LLC (previously filed as iBkhl0.3 to the registrant ’ s Current Report anrf 8-K
filed April 15, 2013 (File No. 0C-18590) and incorporated herein by referer

License Agreement dated April 9, 2013 between Baddy' s Franchise Development, LLC and BD
Colorado LLC (previously filed as Exhibit 10.4 feetregistrant’ s Current Report on Form 8-K fikggkil 15,
2013 (File No. 00-18590) and incorporated herein by referet

Term Sheet for Joint Venture Agreement dated A@ri2013 between Good Times Restaurants Inc. and Bad
Daddy ' s International, LLC (previously filed agHibit 10.5 to the registrant ’ s Current ReportForm 8-K
filed April 15, 2013 (File No. 0C-18590) and incorporated herein by referer

Consent and Waiver of Small Island Investments tachated June 3, 2013 (previously filed as ExHiBiR0

to Amendment No. 2 to Registration Statement omF8¥1 filed June 26, 2013 (File No. 333-188183) and
incorporated herein by referenc
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Amendment to Financial Advisory Services Agreemdated September 27, 2013 between Good T
Restaurants Inc. and Heathcote Capital LLC (preshofiled as Exhibit 10.1 to the registrant ' s Rtigtion
Statement on Formr-K filed October 1, 2013 (File No. 3-188183) and incorporated herein by referel
*Amendment to Amended and Restated Operating Ageeémf Bad Daddy s Franchise Development, LL
dated October 31, 20:
Subsidiaries of the Company (previously féedExhibit 21.1 to the registrant ’ s Registrat8iatement on Form
S-1 filed April 26, 2013 (File No. 3:-188183) and incorporated herein by referel
*Consent of HEIN & ASSOCIATES LLI
*Certification of Chief Executive Officer pursuatat Rule 13-14(a)/15¢14(a)
*Certification of Controller pursuant to Rule -14(a)/15+14(a)
*Certification of Chief Executive Officer and Coatier pursuant to 18 U.S.C. Section 1%
The following financial information from the Compa’ s Annual Report on Form -K for the year ende
September 30, 2013, filed with the SEC on Decen®¥r2013 formatted in Extensible Business Reporting
Language (XBRL): (i) the Consolidated Statement©pérations for the years ended September 30, 286d3
2012, (ii) the Consolidated Balance Sheets at S#me 30, 2013 and 2012, (iii) the Consolidatedestaint of
Stockholders ' Equity at September 30, 2013, 2012011, (iv) the Consolidated Statements of Cégivd=for
the years ended September 30, 2013 and 2012, pNobies to Consolidated Financial Stateme

*Filed herewith
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Good Times Restaurants, Inc.

We have audited the accompanying consolidated balsineets of Good Times Restaurants, Inc. anddialiss a
of September 30, 2013 and 2012, and the relatesbtidated statements of operations, stockholdecity, ani
cash flows for the years then ended. These finhratetements are the responsibility of the Company
management. Our responsibility is to express aniapion these financial statements based on outsaud

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighat
(United States). Those standards require that we ahd perform the audit to obtain reasonable assarabot
whether the financial statements are free of natenisstatement. The Company is not required tehawr wer
we engaged to perform, an audit of its internalti@over financial reporting. Our audits includeahsideration ¢
internal control over financial reporting as a ba®r designing audit procedures that are apprtprii the
circumstances, but not for the purpose of exprgsaim opinion on the effectiveness of the Companyiriterna
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes éxgiy, on ¢
test basis, evidence supporting the amounts amfosdises in the financial statements, assessingtheuntin
principles used and significant estimates made agagement, as well as evaluating the overall filghstatemer
presentation. We believe that our audits provideasonable basis for our opinion.

In our opinion, the consolidated financial stateteamferred to above present fairly, in all materéspects, tt
financial position of Good Times Restaurants, laed subsidiaries as of September 30, 2013 and 20t th

results of their operations and their cash flowstlie years then ended, in conformity with U.S.egally accepte
accounting principles.

Hein & Associates LLP

Denver, Colorado
December 27, 2013
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Good Times Restaurants Inc. and Subsidiaries

Consolidated Balance Sheets

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Preferred stock sale receivable
Assets held for sale
Receivables, net of allowance for doubtful accowhtd0
Prepaid expenses and other
Inventories
Notes receivable
Total current assets
PROPERTY AND EQUIPMENT
Land and building
Leasehold improvements
Fixtures and equipment

Less accumulated depreciation and amortization

OTHER ASSETS:
Notes receivable, net of current portion
Goodwill
Investment in affiliate
Deposits and other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Current maturities of long-term debt and capitakke obligations, net of
discount of $0 and $7,000, respectiv
Accounts payable
Deferred income
Other accrued liabilities
Total current liabilities
LONG-TERM LIABILITIES:
Debt and capital lease obligations
Deferred and other liabilities
Total long-term liabilities
COMMITMENTS AND CONTINGENCIES (Note 4)
STOCKHOLDERS ' EQUITY:
Good Times Restaurants Inc stockholders ’ equity:
Preferred stock, $.01 par value;
5,000,000 shares authorized, 355,451 issued
and outstanding as of September 30, 2013 and 2igLiation preference
$1,500,000
Common stock, $.001 par value; 50,000,000 shares
authorized, 4,926,214 and 2,726,214 shares issukdwstanding
as of September 30, 2013 and 2012, respectively
Capital contributed in excess of par value
Accumulated deficit
Total Good Times Restaurants Inc stockholderstgqui
Non-controlling interest in partnerships
Total stockholders ' equity
TOTAL LIABILITIES AND STOCKHOLDERS ' EQUITY

See accompanying notes to condensed consolidated financial statements
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September 30

2013 2012
$ 6,143,00C $ 616,000
0 1,500,00C
0 1,380,00C
193.000 145.000
106,000 53,000
184,000 159,000
15,000 5,000
6,641,00C 3,858,00C
4,628,00C 4,887,00C
3,247,00C 3,241,00C
7,420,00C 7.369,00C
15,295,00( 15,497,00(C
(12,444.00C (12,415,00C
2,851,00C 3,082,00C
0 15,000
96,000 0
273,000 0
14,000 106,000
383,000 121,000
$ 9,875,00C $ 7,061,00C
$ 44,000 $ 1,586,00C
701,00C 493,000
79,000 75,000
983.00C 856,000
1,807,00C 3,010,00¢
94,000 139,000
653,000 652,000
747,00C 791,000
4,000 1.000
5.000 3.000
26,334,00( 21,510,00(
(19,264.,00C (18.457.,00C
7,079,00C 3,057,00C
242,000 203,000
7,321,00C 3,260,00C
$ 9.875.00C $  7.061,00C



Good Times Restaurants Inc. and Subsidiaries

Consolidated Statements of Operations
FOR THE YEARS ENDED
SEPTEMBER 30,

2013 2012
NET REVENUES:
Restaurant sale $ 22,523.00C $ 19.274.00(
Area development and franchise fi 13.000 18.000
Franchise royaltie 356,000 414,000
Total net revenue 22,892,00( 19,706,00(
RESTAURANT OPERATING COST<
Food and packaging cos 7.655,00C 6.592,00C
Payroll and other employee benefit cc 7.809.00C 6.691.00C
Restaurant occupancy co 3.333.00C 2.999,00C
Other restaurant operating co 1.012.00C 940.000
Preopening cos 99,000 0
Depreciation and amortizatic 719,000 795,000
Total restaurant operating co 20.627.00( 18.017.00(
General and administrative co 1.703.00C 1.358.00C
Advertising costt 905,00C 796,000
Franchise cosil 67.000 60,000
Gain on restaurant asset s (18.000 (51,000
LOSS FROM OPERATION! (392,000 (474,000
Other INCOME (EXPENSES
Interest incom 3.000 4,000
Interest expens (47,000 (203,000
Other income (expens (6.000 (15.000
Affiliate investment los: (102,000 0
Unrealized income on interest rate sv 0 20.000
Total other expenses, r (152,000 (194,000
NET LOSS ($544.000 ($668.000
Income attributable to non-controlling
interests (143,000 (109,000
NET LOSS ATTRIBUTABLE TO GOOL
TIMES RESTAURANTS, INC ($687.000 ($777.000
Preferred stock dividenc (120.000 0
NET LOSS ATTRIBUTABLE TO
COMMON SHAREHOLDERS ($807.000 ($777.000
BASIC AND DILUTED LOSS PER
SHARE:
Net loss attributable to Good Tim
Restaurants, In ($.27 ($.29
WEIGHTED AVERAGE COMMON
SHARES OUTSTANDING
Basic and Dilute 2.967.31C 2,726,214

See accompanying notes to condensed consolidated financial statements
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BALANCES, October 1, 201
Stock issued

Stock option compensation ct
Non-controlling interest ir
Partnership:

Net Loss and comprehensive I

BALANCES, September 30, 20:

Par value adjustme

Issuance of common shares
warrants in public offerin
Stock option compensation cc
Non-controlling interest ir
Partnership:

Net Loss and comprehensive It
Preferred dividend

BALANCES, September 30, 20:

Good Times Restaurants Inc. and Subsidiaries
Consolidated Statements of Stockholders * Equity
For the period from October 1, 2011 through Septemér 30, 2013

Preferred Stock Common Stock

Capital Non-
Contributed in  controlling
Issued Par Issued Par Excess of Par interestin  Accumulated

Shares Value Shares (1) Value (1) Value Partnerships Deficit Total
(O 0 272621 $ 3.00C $ 19.982.00C $ 215.000 $ (17.680.00C $ 2.520.00C
355,451 1.00( 1.459,00C 1.460.00C
69,000 69,000
(12,000 (12,000
(777.000 (777.000
35545. $ 1.00C 2,726.21. $ 3.00C $ 21,510,000 $ 203.000 $ (18.457.00C $ 3.260.00C
3.00( (4,000 (1.000
2,200,001 2.00( 4,657,00C 4,659,00C
171.00C 171.00C
39,000 39,000
(687.000 (687.000
(120,000 (120,000
35545. $ 4,000 492621 $ 5000 $ 26,334,000 $ 242,000 $ (19.264,00C $ 7.321,00C
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Good Times Restaurants Inc. and Subsidiaries

Consolidated Statements of Cash Flows
FOR THE YEARS ENDED

September 30,
2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net Loss $ (544,000 $ (668,000
Adjustments to reconcile net loss to net cash plexviby (used in) operating activitie
Depreciation and amortizatic 719,00C 795,000
Amortization of debt issuance co 6,000 26,000
Accretion of deferred rei 40,000 (38.000
Affiliate investment los: 102,00C 0
Gain on disposal of property, restaurants and eogih (18.000 (51.000
Stock option compensation cc 171,00C 69.000
Unrealized income on interest rate swap agree 0 (20.000
Changes in operating assets and liabilit
(Increase) decrease
Other receivable (48.000 (47,000
Inventories (25,000 32.000
Prepaid expenses and otl (53.000 (6,000
Deposits and other ass: 1.000 (63.000
(Decrease) increase |
Accounts payabl 208,00C (11,000
Accrued and other liabilitie 144.,00C (40.000
Net cash provided by (used in) operating actis 703.00C (22,000
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for the purchase of property and equip (2.506.00C (314,000
Proceeds from sale leaseback transac 3,329,00(C 0
Proceeds from the sale of fixed as: 0 913.00C
Investment in affiliate (375,000 0
Loans made to franchisees and to ot 0 (16.000
Payments received on loans to franchisees andhéos 5.000 11,000
Net cash provided by investing activiti 453,00C 594,000
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on notes payable, capital leaseklongterm del (1.593.00C (650.000
Proceeds (costs) from stock se 6.158.00(C (32,000
Preferred dividend pai (90,000 0
Distributions to minority interest partn (104.000 (121.000
Net cash provided by (used in) financing activi 4,371,00C (803,000
NET CHANGE IN CASH AND CASH EQUIVALENTS 5,527,00C (231,000
CASH AND CASH EQUIVALENTS, beginning of yei 616.00C 847.000

CASH AND CASH EQUIVALENTS, end of ye

»

6,143,00C $ 616,000

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIOI

Cash paid for intere: $ 54,000 $ 171,000
Purchase of equipment with debt and capital le $ 0 $ 87.000
Receivable from sale of preferred st $ 0 $ 1.500.00C
Preferred dividends declar: $ 30,000



Good Times Restaurants Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Summary of Significant Accountifalicies:

Organization- Good Times Restaurants Inc. (Good Times or the @oiy)pis a Nevada corporation. The Comg
operates through its wholly owned subsidiaries Gboakes Drive Thru Inc. (Drive Thru) and BD of Ccéalo LLC
(Bad Daddy '’ s).

Drive Thru commenced operations in 1986 and, aSegtember 30, 2013, operates twenty-five compuamyec
and joint venture drive-thru fast food hamburgestaarants. The Companys restaurants are located in Color:
In addition, Drive Thru has thirteen franchises) tgperating in Colorado, two in Wyoming and oneNarth
Dakota, and is offering franchises for developntdradditional Drive Thru restaurants.

In April 2013 we entered into a series of agreemeavith Bad Daddy s International, LLC, a North Caroli
limited liability company ( “ BDI " ), and Bad Dagd s Franchise Development, LLC, a North Carolina it
liability company ( “ BDFD " ), to acquire the exdive development rights for Bad Daddys 'Burger Be
restaurants in Colorado, additional restaurant ldpweent rights for Arizona and Kansas, and a 48%nyg
ownership interest in the franchisor entity, BDFD.

In April 2013 we formed a limited liability companD of Colorado LLC, for the purpose of developiagc
operating the franchised Bad Daddy Burger Bar restaurants. Good Times Restauraaots lthe sole member
the limited liability company and its operation® ancluded in the condensed consolidated finarstiiement
included herein.

In April 2013, we executed a Subscription Agreeméont the purchase of 4,800 Class A Units of BD
representing a 48% voting membership interest ifFBDfor the aggregate subscription price of $750,0The
subscription price was payable in two equal instatfits, the first $375,000 installment was paid o date ¢
execution of the Subscription Agreement, and theairing $375,000 installment was paid in Decemi@dr32 The
Company accounts for this investment using thetgeuéthod.

We follow accounting standards set by the Finan&@dounting Standards Board, commonly referredstahe “
FASB " . The FASB sets generally accepted accounting plesi@iAAP) that we follow to ensure we consiste
report our financial condition, results of operaand cash flows.

Principles of Consolidatior- The consolidated financial statements include tbeoants of Good Times,
subsidiaries and one limited partnership, in whitlh Company exercises control as general partigr.Compan
owns an approximate 51% interest in the limitedn@ship, is the sole general partner and receivesanageme
fee prior to any distributions to the limited patn Because the Company owns an approximate 5tE¥e#t in th
partnership and exercises complete managementot@ver all decisions for the partnership, except dertai
veto rights, the financial statements of the pasini@ are consolidated into the Comparg financial statemen
The equity interest of the unrelated limited partis shown on the accompanying consolidated balaheet in tt
stockholders * equity section as a non-controlimgrest and is adjusted each period to reflectithiged partner ’s
share of the net income or loss as well as any disfibutions to the limited partner for the peridhe limite
partner ’ s share of the net income or loss inpixenership is shown as neontrolling interest income or expel
in the accompanying consolidated statement of dpesa All intercompany accounts and transactions
eliminated.

Basis of PresentationThe Company analyzes its operations on a regiamssbwhen evaluating closed restat
operations for consideration as to the classificebietween continuing operations and discontinyestagions. A
most of the Company $ restaurants are within the Denver metropolitagiore and share common advertis
distribution, supervision, and to a certain extven customers, the Company believes it appropiaaperform it
analysis on a regional basis. During 2012 the Compdosed two restaurants. The operations relaietthes
restaurants are reflected as part of continuingatipss as they were within one continuing operatiegion. Th
Company had minimal gains in 2012 in connectiorhwiite sales of each of these restaurants anddbwibines
operating losses were approximately $158,000 ir2201

Accounting Estimates- The preparation of consolidated financial statesiemtconformity with U.S. Genera
Accepted Accounting Principles requires managent@mhake estimates and assumptions that affectrtiaat:
reported in these consolidated financial statemantsthe accompanying notes. Actual results cdiffdr from
those estimates.
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Reclassification- Certain prior year balances have been recladgifieonform to the current yeas 'presentatio
Such reclassifications had no effect on the rairime or loss.

During the years ended September 30, 2013 and @l Zompany incurred expenses of $6,000 and $1;
respectively, and has a remaining lease liabilit$68,000 as of September 30, 2013, related tstaueant that wi
closed prior to 2011 and was previously classifisddiscontinued operations. Due to the insignifieanf the
amounts, the Company has reclassified such amasntsher expense in operations and as other tiabilbn th
consolidated balance sheet.

Cash and Cash EquivalentsThe Company considers all highly liquid debt instants purchased with an init
maturity of three months or less to be cash egeintal The Company maintains cash and cash equisadk
financial institutions with balances that at timmeay be in excess of the Federal Deposit Insuramecpdtation ( “
FDIC ") insured limits of up to $250,000. The Company hasexperienced any losses related to such acc
and management believes that the Company is nosegpo any significant risks on these accounestaih of thi
Company ' s accounts exceeded the FDIC insuredslias of September 30, 2013.

Accounts Receivable- Accounts receivable include uncollateralized reakies from our franchisees and
advertising fund, due in the normal course of bessn generally requiring payment within thirty dayshe invoici
date. On a periodic basis the Company monitoraabunts for delinquency and provides for estimétisdes ¢
uncollectible accounts. Currently and historicalhere have been no allowances for unrecoverableuat:
receivable.

Inventories— Inventories are stated at the lower of cost orketadetermined by the first-in firstut method, ar
consist of restaurant food items and related pangagupplies.

Property and Equipment Property and equipment are stated at cost andiegeeciated using the straidite
method over the estimated useful lives of the edlatssets, generally three to eight years. Propedyequipme!
under capital leases are stated at the preserg vlminimum lease payments and are amortized ubimgtraight-
line method over the shorter of the lease termherestimated useful lives of the assets. Leasehgicovement
are amortized using the straigite method over the shorter of the term of thesdear the estimated useful life
the asset.

Maintenance and repairs are charged to expensecasréd, and expenditures for major improvement
capitalized. When assets are retired, or othendisposed of, the property accounts are relievedosts an
accumulated depreciation with any resulting gaitoss credited or charged to income.

At September 30, 2012 we classified $1,380,000etfassets as held for sale in the accompanyingolidatec
balance sheet. The costs were related to a sitedatone, Colorado which had been fully develoji@a Novembe
30, 2012 we completed a sale lehsek transaction on the property. The net sakeleack proceeds of $1,377,
were used to reduce the PFGI Il term loan by $185dhd to increase our working capital.

Impairment of Lonelived Assets— We review our londived assets including land, property and equipnfer
impairment whenever events or changes in circurostaindicate that the carrying amount of an assgt mot b
recoverable. Recoverability of assets to be hettumed is measured by a comparison of the capthtinsts of tt
assets to the future undiscounted net cash flowsa®d to be generated by the assets and the edpmgh flow
are based on recent historical cash flows at thiaweant level

An analysis was performed for impairment at Sepem30, 2013 and given the results of our analyssetwere n
restaurants which are impaired.

Goodwill - The Company is required to test goodwill for impant on an annual basis or whenever indicatio
impairment arise including, but not limited to, igrsficant decline in cash flows from store opesas. Such tes
could result in impairment charges. As of Septen3ir2013, the Company had $96,000 of goodwillteeldo th:
purchase of a franchise operation on December 312.2There was no impairment required to the aeq
goodwill as of September 30, 2013.

Sales of Restaurants and Restaurant Equity InsereSales of restaurants or noontrolling equity interests
restaurants developed by the Company are recondger either the full accrual method or the instethinmetho
of accounting. Under the full accrual method, adsa not recognized until the collectability ofetlsales price
reasonably assured and the earnings processusliyrcomplete without further contingencies. Wlzenale do¢
not meet the requirements for income recognitibe, related gain is deferred until those requirememé me
Under the installment method, the gain is increta@nrecognized as principal payments on the eelatote
receivable are collected. If the initial paymentéss than specified percentages, use of thdlinsta method i
followed.
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The Company accounts for the sale of restauranenwthe risks and other incidents of ownership hawer
transferred to the buyer. Specifically, a) no garihg involvement by the Company exists in restats that ai
sold, b) sales contracts and related income retiograre not dependant on the future successfulatipas of th
sold restaurants, and c) the Company is not indohsea guarantor on the purchasers ' debts.

Deferred Liabilities— Rent expense is reflected on a stralgtg-basis over the term of the lease for all lg
containing steptps in base rent. An obligation representing fitpayments (which totaled $324,000 a
September 30, 2013) is reflected in the accompagngonsolidated balance sheet as a deferred liabiftlsc
included in the $653,000 deferred and other liibdibalance is a $257,000 deferred gain on tleeagahe buildin
and improvements of one Compaowmed restaurant in a sale leaseback transactitke. Quilding an
improvements were subsequently leased back fronthitee party purchaser. The gain will be recognizeduture
periods in proportion to the rents paid on the tweear lease.

Revenue Recognition Revenue from company restaurant sales is recogmibed the food and beverage prod
are sold and are presented net of sales taxes.

Opening Costs Restaurant opening costs are expensed as incurred

Advertising — The Company incurs advertising expenses in cororecith the marketing of its restaur
operations. Advertising costs are expensed whendllated advertising begins.

Franchise and Area Development Feedndividual franchise fee revenue is deferred wheoeived and
recognized as income when the Company has suladbargerformed all of its obligations under the richise
agreement and the franchisee has commenced opstafllne Companys commitments and obligations purst
to the franchise agreements consist of a) developassistance; including site selection, buildipgcifications an
equipment purchasing and b) operating assistanckiding training of personnel and preparation distributior
of manuals and operating materials. All of thebdigations are effectively complete upon the opgnai the
restaurant at which time the franchise fee andpttrtion of any development fee allocable to thataerant i
recognized. There are no additional material camenits or obligations.

The Company has not recognized any franchise feshfave not been collected. The Company segregatial
franchise fees from other franchise revenue irstagiement of operations. Revenues and costsdd@meompany-
owned restaurants are segregated from revenueamtsl related to franchised restaurants in therst o
operations.

Continuing royalties from franchisees, which ar@eacentage of the gross sales of franchised opestiar
recognized as income when earned. Franchise geweltt expenses, which consist primarily of legatean
restaurant opening expenses associated with deénglepd opening franchise restaurants, are expeags@dst th
related franchise fee income.

Income Taxes- We account for income taxes under the liability moett whereby deferred tax asset and liak
account balances are determined based on diffesdyeteveen the financial reporting and tax basesseéts ar
liabilities and are measured using the enacteddates and laws that will be in effect when the etiéhces al
expected to reverse. The Company provides a vatuatiowance, if necessary, to reduce deferredsarts to the
estimated realizable value. The deferred tax asmetsreviewed periodically for recoverability, ameluatior
allowances are adjusted as necessary. We beties/more likely than not that the recorded defémax assets w
be realized.

The Company is subject to taxation in various flidgsons. The Company continues to remain subje
examination by U.S. federal authorities for therge2010 through 2013. The Company believes thamd@me ta
filing positions and deductions will be sustainedamdit and does not anticipate any adjustmentsatiiaesult in ¢
material adverse effect on the Company's finamigdition, results of operations, or cash flowserEfore, n
reserves for uncertain income tax positions havenhbecorded. The Company's practice is to recognieees
and/or penalties related to income tax mattermaorne tax expense. No accrual for interest and lfiehava:
considered necessary as of September 30, 2013.

Net Income (Loss) Per Common Sh~ Basic Earnings per Share is calculated by dividimg income (los:
available to common stockholders by the weighteetaye number of common shares outstanding for eéhied
Diluted EPS reflects the potential dilution thauld occur if securities or other contracts to éssommon stoc
were exercised or converted into common stock. ddptifor 324,854 and 175,289 shares of common stou
warrants for 3,795,000 and 70,871 shares of comstmek, were not included in computing diluted EB&Z01:
and 2012, respectively, because their effects ametiedilutive.
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Financial Instruments and Concentrations of CrBik — Credit risk represents the accounting loss thatlavbe
recognized at the reporting date if counterpar#gied completely to perform as contracted. Cotregions o
credit risk (whether on or off balance sheet) dvdde from financial instruments exist for grouscostomers ¢
counterparties when they have similar economicattaristics that would cause their ability to meemtractue
obligations to be similarly affected by changes@onomic or other conditions. Financial instrursewith off-
balancesheet risk to the Company include lease liabilitrdsereby the Company is contingently liable ¢
guarantor of certain leases that were assigneditd parties in connection with various sales cftaarants t
franchisees (see Note 5).

Financial instruments potentially subjecting them@any to concentrations of credit risk consist gipally of
receivables. At September 30, 2013 notes receivalthled $15,000 and is due from one entity. Aacldally, the
Company has other current receivables totaling $I088 which includes $71,000 of franchise receieab$46,00
due from an affiliate and $76,000 for a receivabten the advertising cooperative fund, which ardedak in th
normal course of business.

The Company purchases 100% of its restaurant fodgpaper from one vendor. The Company believedfizisat
number of other suppliers exist from which food guagher could be purchased to prevent any tengy, advers
consequences.

The Company operates in one industry segment, urasts. A geographic concentration exists becdhbe
Company ' s customers are generally located irStage of Colorado.

StockBased Compensaticn Stockbased compensation is measured at the grant cesed lon the calculated 1
value of the award, and is recognized as an exparesghe requisite employee service period (gélyetee vesting
period of the grant). See Note 8 for additionabinfation.

Variable Interest Entities Once an entity is determined to be a variable é@steentity (VIE), the party with tl
controlling financial interest, the primary benéiy, is required to consolidate it. The Compaag bne franchis:
with a note payable to the Company. This franehisea VIE, however, the franchisee is the prinizyeficiary o
the entity, not the Company. Therefore it is majuired to be consolidated.

Fair Value of Financial Instruments Fair value, is defined under a framework for meagufair value unde
generally accepted accounting principles and erdgdisclosures about fair value measurements. St 8\fo
additional information. Fair value is defined as tirice that would be received to sell an asseaat to transfer
liability in an orderly transaction between margatticipants at the measurement date. Valuatidmiques used
measure fair value maximize the use of observaiplets and minimize the use of unobservable inputs.

The following three levels of inputs may be usedreasure fair value and requires that the asseliahilities

carried at fair value are disclosed by the inpuéleinder which they were value

Level 1: Quoted market prices in active markets for idehtissets and liabilitie:

Level 2: Observable inputs other than defined in Level thsas quoted prices for similar assets or liabgitiquotec
prices in markets that are not active; or otheuisphat are observable or can be corroboratedbgreable
market data for substantially the full term of #esets or liabilities

Level 3: Unobservable inputs that are not corroborated Isgtable market dat

Non-controlling Interests

Non-controlling interests are presented as a sepdegein the equity section of the consolidated begasheet. Tt
amount of consolidated net income or loss attritletéo the noreontrolling interests are clearly presented or
face of the consolidated income statement.

Recent Accounting Pronouncement$here are no new accounting pronouncements ffiest the Company.
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2. Debt and Capital Leas::

2013 2012

Note payable with PFGI Il, LLC was paid in full danuary 201 $ 0 $ 1.,319.00C
Note payable with Wells Fargo Bank, NA was paidulhin October 201: 0 232,000
Capital signage leases with Yesco, LLC with paymefitprincipal and interest (8%)
due monthly 102.00C 129,000
Notes payable with Ally Financial with paymentspoincipal and interest (1.9%
3.9%) due monthly. The loans are secured by vet 36.000 52.000
Unamortized note discount related to warrants gsueonnection with the abo .
note payable with PFGI II, LLt 0 (7,000

138,00C 1,725,00C
Less current portio (44,000 (1,586,00C
Long term portior $ 94,000 $ 139,000

In conjunction with the Wells Fargo Bank term lo#tte Company had entered into a variable to fixedréest rat
swap agreement with Wells Fargo Bank. In Octob&226e Wells Fargo loan and associated swap agreemese
paid in full and terminated.

As of September 30, 2013, principal payments on betome due as follows:

Years Ending
September 30,

2014 $ 44,00(
2015 46,00(
2016 37,00(
2017 11,00(
$ 138,00(
F-11
3. Other Accrued Liabilities

Other accrued liabilities consist of the followiagSeptember 30, 2013:

2013 2012
Wages and other employee bene $ 305,000 $ 270,00(
Taxes, other than income t 505,00( 436,00(
Other 173,00( 150,00(
Total $ 983000 $ 856,00(

4, Commitments and Contingencies

The Company & office space, and the land and buildings reladgte Drive Thru restaurant facilities are class
as operating leases and expire over the next 1's.yBame leases contain escalation clauses ovéivéseof the
leases. Most of the leases contain one to threey@ar renewal options at the end of the initial te@uartain least
include provisions for additional contingent reatyments if sales volumes exceed specified levéls. Gompan
paid no material contingent rentals during fisd@l2 and 2012.

Following is a summary of operating lease actisitie

Year Ended

September 30, 2013
Minimum rentals $ 2,131,00C
Less sublease rent: (424,000
Net rent paic $ 1,707,00C

As of September 30, 2013, future minimum rental iwaments required under the Company oOperating leas
that have initial or remaining non-cancellable &g ms in excess of one year are as follows:

Years Ending September ¢

2014 $ 2,065,00C
2015 1,767,00C
2016 1,633,00C
2017 1,639,00C
1,625,00C

2018
Thereaftel 7,183,00(
15,912,00(
Less sublease rentals (2,453.,00C
$ 13,459,00(

The Company is contingently liable on the subleasgals disclosed above. The subleased and assigase




expire between 2015 and 2024. In the past the Coynpas never been required to pay any significemduant ir
connection with its guarantees and currently weshast been notified nor are we aware of any leasdsfault b
the franchisees, however there can be no assuthaté¢here will not be such defaults in the futuideich coulc
have a material effect on our future operatingltesu

5. Income Taxes
Deferred tax assets (liabilities) are comprisetheffollowing at September 3
2013 2012

Current Long Term Current Long Term
Deferred assets (liabilities
Tax effect of net operating loss carry-forward
(includes $8,400 of charitable ce-forward) $ 0 $ 2,733.00C % 0 $ 2.666,00C
Partnership basis differen 0 168.000 0 148.00C
Deferred revenu 0 107,000 0 117.00C
Property and equipment basis differen 0 400,000 0 387.00C
Other accrued liability differenc 12,000 94,000 68,000 57,000
Net deferred tax asse 12,000 3.502.00C 68.000 3.375.00C
Less valuation allowance (12,000 (3,502,000 (68,000 (3.375,00C
Net deferred tax asse $ 0 $ 0 $ 0 $ 0

*  The valuation allowance increased by $71,000 dutieg/ear ended September 30, 2013.

The Company has net operating loss céoryards available for future periods, as discussedow, o
approximately $1,463,000 from 2012 and 2013, andGEB000 from 2011 and prior for income tax purgos@ict
expire from 2013 through 2032. Based on the chamgentrol, which occurred in 2011, the utilizatiof the los
carry-forwards incurred for periods prior to 20%2iimited to approximately $160,000 per year.

Total income tax expense for the years ended 26d32812 differed from the amounts computed by dpglyhe
U.S. Federal statutory tax rates to pre-tax incam®llows:

2013 2012
Total expense (benefit) computed by applying th@. $tatutory rate (35% $ (2?,000 $ (2?,000
State income tax, net of federal tax ber (21,000 (23.000
Effect of change in valuation allowan 71,000 (403.000
Permanent difference 29,000 13,000
Expiration of net operating loss ce-forward 149.000 680.000
Other 12,000 5,000
Provision for income taxe $ 0 $ 0

6. Related Parties

The Erie County Investment Company (owner of 99%loé Bailey Company) is a holder of our common
and has certain contractual rights to elect membérhe Company 's Board of Directors under the Serie
Convertible Preferred Stock Agreements entered intoFebruary, 2005 and modified under the Serie
Convertible Preferred Stock agreement enteredinione 2012.

The Company leases office space from The Bailey 2o under a lease agreement which expires in Da&
2013 and is month to month thereafter. Rent paitiém in fiscal 2013 and 2012 for office space $&8,000 an
$58,000, respectively.
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The Bailey Company was the owner of one franchiGesdd Times Drive Thru restaurant which is locata
Loveland, Colorado. The Company purchased thigauesnt in August 2012 for a purchase price of exiprately
$100,000. The Bailey Company had entered intoaacfiise and management agreement with us. Fra
royalties and management fees paid under that mgreetotaled approximately $0 and $44,000 for tbeaf year
ending September 30, 2013 and 2012, respectivélgreTwere no amounts due from The Bailey Compalaye
to the agreement at September 30, 2013 or 2012.

In April 2012 the Company entered into a finana@alisory services agreement with Heathcote Capitat
pursuant to which they were to provide the Compaitly exclusive financial advisory services in coatien with &
possible strategic transaction. Gary J. Heller,eanfver of the Companys Board of Directors, is the principal
Heathcote Capital LLC. Accordingly, the agreememtstitutes a related party transaction and wagwed an
approved by the Audit Committee of the ComparsyBoard of Directors. On March 25, 2013, the Corypaamc
Heathcote modified this agreement to exclude aamystictions involving the Maxim Group LLC and forattecot:
to continue to provide noexclusive financial advisory services to the Comypdrotal amounts paid to Heathc
Capital LLC were $27,900 and $48,600 in fiscal 2@h8l fiscal 2012, respectively. On September 27132¢he
Company and Heathcote further modified this agrewn@ provide for investor relations activities sifieally
related to the exercise of the outstanding warrant$ the trading volume in the Compang Sstock and oth
corporate finance projects as determined by the G6Ef@e company. The modification was approvedhsy Audi
Committee of the Company ' s Board of Directors.

In April 2013 the Company entered into a managensentices agreement with BDFD pursuant to whick
Company will provide general management servicesvels as accounting and administrative servicesotne
received from the agreement by the Company is f@bognized in income and then proportionatelyeatftsy the
48% equity investment in BDFD. Total amounts reedifrom BDFD were $11,000 in fiscal 2013.

7. Fair Value of Financial Instruments:

The following table summarizes financial assets latillities that are measured at fair value oreeurring basis
of September 30, 2013:

Level 2:
Interest Rate Swap liability:

2013 2012
Balance at beginning of ye $
Balance at end of ye $ 0 $ 7,00C
Net change $ 7.00C $ 50,00(

The unrealized gains for the years ending SepterBber2013 and September 30, 2012 of $0 and $2(
respectively, are reported in the ConsolidatedeBtant of Operations. In conjunction with the payaffthe Well:
Fargo Bank note in October 2012 we paid off therigdt rate swap liability of $7,000. There werdnaasfers in ¢
out of Level 3 for the year ending September 30,320

8. Stockholders Equity :

Preferred Stock- The Company has the authority to issue 5,000,0@0eshof preferred stock. The Boarc
Directors has the authority to issue such prefestetes in series and determine the rights an@nerefes of tf
shares as may be determined by the Board of Direecto

In June 2012 the Company entered into a SecuRtirshase Agreement (the “ Purchase Agreementith) Smal
Island Investments Limited ( “ Sl ” pursuant to which the Company agreed to sell 4Z3shares of a new ser
of the Company ' s preferred stock to be designatetiSeries C Convertible Preferred Stoclat a purchase pri
of $4.22 per share, or an aggregate purchase @fi$2,000,000. Pursuant to the Purchase Agreertrentlosin
of the Investment Transaction was subject to theeipe of stockholder approval. Stockholder approwas
obtained at the Annual Meeting of Stockholders [8dgdtember 14, 2012.

On September 28, 2012, the Company completed theard issuance of 355,451 shares of the Seriagf@rie(
Stock to SlI, for an aggregate purchase price ¢6C1,000. The Company entered into a Supplemergegeémer
with SII which provides that Sl will purchase themaining Shares of Series C Preferred Stock uth@ePurchas
Agreement in a second closing to occur on or befidaech 31, 2013 at such time as the CompasyBoard ¢
Directors reasonably determines, with 45 daysrior notice to Sll, that the Company requires stishds t
maintain the minimum stockholdersequity required under NASDAQ Listing Rules on tha3®DAQ Capita
Market. The
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Company 's Board of Directors determined that it did notuieg such funds to maintain the minimum stockhd
' equity requirement. As a result, Sl did not coetelits purchase of the additional 118,483 shafe3edes (
Convertible Preferred Stock.

Following are the rights, preferences, and privakegf the Shares:

« Following the closing of the Investment Transactialividends shall accrue on shares of Serit
Convertible Preferred Stock at the rate of 8.0%agyerum of the original issue price of $4.22 perrs,
with such dividends payable quarterly. The dividieion shares of Series C Convertible Preferredk
shall be payable prior and in preference to aniddivds on the Companys’Common Stock. In the ew
the Series C Convertible Preferred Stock has neh lmnverted to Common Stock within 18 mo
following the closing of the Investment Transactitrereafter (i) the rate of the dividends shattr@ase t
15.0% per annum from the date that is 18 monther &@ffie closing of the Investment Transaction
converted or redeemed by the Company, and (iilCin@pany may upon the approval of a majority o
disinterested members of the Board redeem allan fiime to time a portion of the Series C Convéa
Preferred Stock by payment of its liquidation prefee.

o In the event of any voluntary or involuntary ligaitbn, dissolution, or winding up of the Company a
transaction which is deemed to be a liquidationspant to the Certificate of Designations, holdéf
Series C Convertible Preferred Stock shall beledtib receive a preference payment equal to tiginal
issue price of $4.22 per share, plus any accruedripaid dividends, before any assets of the Comnpee
distributed to holders of the Company ' s Commarckt

« Shares of Series C Convertible Preferred StocK sb& together with the Common Stock on an as-if-
converted basis. In addition, shares of Serieo@vértible Preferred Stock shall have the rightdte, a
a separate class, on certain major corporate waosa for which the approval of the holders of ajonity
of the outstanding shares of Series C ConvertildéeRed Stock is required.

« Shares of Series C Convertible Preferred StocK bleatonvertible into shares of Common Stock ai
time at the option of the holder, at a conversiatiorof two shares of Common Stock for each shé
Series C Convertible Preferred Stock convertedjéstitio adjustment in the event of any stock ¢
combination, reorganization, or reclassificatiortraf Common Stock.)

The Company may require the conversion of all aading shares of Series C Convertible PreferredkSiutc
shares of Common Stock at the above conversioa atany time after 36 months following the closifgthe
Investment Transaction provided that the publiditrg price and the trading volume of the Commorcimee
certain criteria. In addition, the Series C Cotibéz Preferred Stock shall automatically conver€ommon Stoc
upon a qualified public offering of the Compang Common Stock provided that the size and pricguoh publi
offering or a sale of all or substantially of theripany ’ s assets meet certain criteria.

The proceeds from the First Closing received onotmt 1, 2012 were used to pay approximately $40df
expenses related to the transaction, repay $225@®ells Fargo Bank and the balance going to ameeth
Company ' s working capital.

Common Stock

Public Offering— On August 21, 2013 we completed a public offerifig2@200,000 shares of common st
together with warrants to purchase 2,200,000 sheresr common stock ( “ A Warrants ‘apd additional warrar
to purchase 1,100,000 shares of our common stbdk Varrants ” )with a per unit purchase price of $2.50.
share of common stock was sold together with orWakrant, with each A Warrant being exercisable pbejore
August 16, 2018 for one share of common stock adxamcise price of $2.75 per share, and togethtir avie E
Warrant, with two B Warrants being exercisable orefore May 16, 2014 for one share of common stichr
exercise price of $2.50 per share.

Per Share Total
Public offering price $ 2.50( $ 5,500,00
Underwriting discounts and commissic $ 0.17¢ $  385,00(
Proceeds, before expenses, t $ 232 $ 5,115,001
Expenses, to L $ 0.207 $  456,00(
Net proceeds, to L $ 211t $ 4,659,00
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We intend to use the net proceeds from this offefdm our remaining required equity contributionBad Daddy 's
Franchise Development; for the remodeling and rginta of existing Good Times Burgers & Frozen CuWd
restaurants; for the development of new Bad Daddidurger Bar restaurants through BD of Colorado Ladd a
working capital reserves and future investmenhatdiscretion of our Board of Directors.

Common Stock Dividend RestrictiorsAs long as at least twithrds of the shares of common stock into whict
Series B Preferred Stock was converted remains thelithe former holders of such converted SeriesdeRre(
Stock, without the written consent or affirmativeter of the holders of threguarters of the then outstanding v
of the shares of the Series B Preferred Stock lamdhares of the common stock, the Company cansiitiite an
payment of cash dividends or other distributionsoy shares of common stock.

Stock Option Plans The Company has an Omnibus Equity Incentive Cosgaeon Plan (the “ 2008 Plan);
approved by shareholders in fiscal 2008, whiclhésguccessor equity compensation plan to the Copripsu200:
Stock Option Plan (the “ 2001 Plan ” RPursuant to stockholder approval in September 20&2otal number «
shares available for issuance under the 2008 P&mincreased to 500,000. As of September 30, 2DA314¢
shares were available for future grants of nonéjadlistock options, incentive stock options, stagpreciatio
rights, restricted stock, restricted stock unitrfgrmance shares, performance units and stocldtzsards.

The 2008 Plan serves as the successor to our 2861 & amended (the “ Predecessor Planahg, no furthe
awards shall be made under the Predecessor Plarafid after the effective date of the 2008 Plaii.oétstanding
awards under the Predecessor Plan immediately tpribie effective date of the 2008 Plan shall lmeiporated int
the 2008 Plan and shall accordingly be treatedwasds under the 2008 Plan. However, each suchdaslal
continue to be governed solely by the terms andlitions of the instrument evidencing such grarnisseuance, an
except as otherwise expressly provided in the 209@8 or by the Committee that administers the 2B@#, n«
provision of the 2008 Plan shall affect or otheemisodify the rights or obligations of holders o€lstncorporate
awards.

Stockbased compensation is measured at the grant deted lon the calculated fair value of the award, is
recognized as an expense over the requisite engksmice period (generally the vesting periochefdrant).

The Company measures the compensation cost agsbuidh shardsased payments by estimating the fair valt
stock options as of the grant date using the Bfcieles option pricing model. The Company beliebheag the
valuation technique and the approach utilized teelt the underlying assumptions are appropriatealoulating
the fair values of the Companys 'stock options granted during fiscal 2013 and 2&s#imates of fair value are |
intended to predict actual future events or theealltimately realized by the employees who recetygity awards

Net loss for the fiscal years ended September 803 2nd 2012 includes $171,000 and $69,000, resphgtof
compensation costs related to our stock-based awsatien arrangements.

During the fiscal year ended September 30, 2018,Gbmpany granted a total of 47,000 non-statuttwgks
options with exercise prices ranging from $2.3%2044 and per-share weighted average fair valuggirg from
$1.96 to $2.09. In addition the Company granteata bf 110,421 incentive stock options with anreise price of
$2.31 and a per-share weighted average fair valu$$.96.

During the fiscal year ended September 30, 20E2Cthmpany granted a total of 34,000 mtatutory stock optiol
with exercise prices ranging from $1.31 to $2.1@ parshare weighted average fair values ranging frord c
$1.79.

In addition to the exercise and grant date prideheawards, certain weighted average assumpti@isvere use
to estimate the fair value of stock option graméslsted in the following table:

Fiscal 2012 Fiscal 2013 Fiscal 2013
Non-Statutory Stock Incentive Stock Non-Statutory Stock
Options Options Options
Expected term (year: 7.1t0 7.5 6.5 6.4t07.1
Expected volatility 95.71 % to 104.8° 110.5% 106% to 112.3Y
Risk-free interest rat 1.13% to 1.47% 1.13% 1.28% to 1.84%
Expected dividend 0 0 0

We estimate expected volatility based on histoneaékly price changes of our common stock for gopeequal ti
the current expected term of the options. The frisg-interest rate is based on the United Stagestry yields i
effect at the time of grant corresponding with gwected term of the options. The expected op&om tis thi
number of years we estimate that options will bstamding prior to exercise considering vestingesicites and ol
historical exercise patterns.
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A summary of stock option activity under our shhesed compensation plan for the fiscal year endgdesibe
30, 2013 is presented in the following table:

Weighted Average
Remaining
Weighted Averagr Contractual Life Aggregate
Options Exercise Prict (Yrs.) Intrinsic Value

Outstandin-beg of yea 175.28¢9 $6.18
Grantec 157,421 $2.34
Exercisec 0
Forfeited (4.000 $1.89
Expired (3.857 $8.10
Outstanding Sept 30, 20: 324.853 $4.35 7.3 $ 75.00(
Exercisable Sept 30, 20: 161,20C $6.66 6.1 $ 29.00(

As of September 30, 2013, the total remaining wgeized compensation cost related to unvested $tas&
arrangements was $169,000 and is expected to bgrieed over a weighted average period of 2.25syear

There was no intrinsic value of stock options eiset during the fiscal year ended September 303 2&1n
options were exercised.

Warrants— In connection with the public offering in August ) we issued 2,200,000 warrants to purc
2,200,000 shares of our common stock ( “ A Warrdnjsand an additional 2,200,000 warrants to purc
1,100,000 shares of our common stock ( “ B WarrantsEach A Warrants is exercisable on or before Aud6:
2018 for one share of common stock at an exeraise pf $2.75 per share and two B Warrants arecesadsle o
or before May 16, 2014 for one share of commonksé@n exercise price of $2.50 per share.

In connection with a prior loan agreement, the Canypissued a thregear warrant to purchase up to 37,537 st
of the Company § common stock at an exercise price of $3.33 pameslexpiring through December 31, 2012.
fair value of the warrant issued to PFGI Il, LLG=ésNote 3 above) was determined to be $79,000 thd
following assumptions; 1) risk free interest ratel @%, 2) an expected life of 3 years, and 3)>geeted dividen
yield of zero. The fair value of $79,000 was chdrgethe note discount and credited to AdditiorgdRn Capita
The note discount was amortized over the term iofiytsix months and charged to interest expense. Warrant
expired unexercised on December 12, 2012.

In connection with certain other loans, the Compiasyed warrants to purchase 33,334 shares ofdhgpény 's
Common Stock at an exercise price of 25% less ttiaverage price of the Company ¢common stock during t
20 days prior to the exercise date, provided, hewnehat the exercise price shall not be below%p& share ni
above $3.24 per share. The warrants expired ucieeeron December 12, 2012.

A summary of warrant activity for the fiscal yearded September 30, 2013 is presented in the foilpveble:

Weighted Averag:
Number of Share  Exercise Price Per She
Outstandin-beg of yea 70,871 $2.82
Issuec 3,795,000 $2.67
Expired (70,871) $2.82
Outstanding and exercisable at Sept 30, : 3,795,000 $2.67

Non-controlling Interest Drive Thru is currently the general partner of dingted partnership that was formec
develop Drive Thru restaurants and Drive Thru gblkir limited partner interest in one restaurantiime 201(
Limited partner contributions have been used tostraot new restaurants. Drive Thru, as a geneaainer
generally receives an allocation of approximatdlyeSof the profit and losses and a fee for its mansnt service
The equity interest of the unrelated limited partis shown on the accompanying consolidated balaheet in tr
stockholders ’ equity section as a non-controlimgrest and is adjusted each period to reflectithiged partner s
share of the net income or loss as well as any disfibutions to the limited partner for the peridhe limite
partner ' s share of the net income or loss inpdsnership is shown as noontrolling interest income or expel
in the accompanying consolidated statement of dpesa All intercompany accounts and transactions
eliminated.
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9. Investment in Affiliate

On April 15, 2013, the Company executed a Subsoriphgreement for the purchase of 4,800 Class AtidJol
BDFD, representing a 48% naentrolling voting membership interest in BDFD, fine aggregate subscript
price of $750,000. The subscription price was plyin two equal installments, the first $375,008tallment wa
paid on the date of execution of the Subscriptigne&ment, and the remaining $375,000 installmerst pead ir
December 2013.

The Company accounts for this investment using efeity method. Thus, during fiscal 2013, the Cony
recorded its portion of the investment in BDFD 87%,000. For the twelve months ending Septembe2@D3 th
Company recorded a net loss of $102,000 for itsesbfthe joint venture $ operating results. The carrying vi
at September 30, 2013 was $273,000, which is repted as Investment in Affiliate in the accompag
condensed consolidated balance sheets.

10. Retirement Plan

The Company has a 401(k) profit sharing plan (tFégh " ). Eligible employees may make voluntary contribut
to the Plan, which may be matched by the Compangniamount equal to 25% of the employsecontribution u
to 6% of their compensation. The amount of empogentributions is limited as specified in the PI3ine
Company may, at its discretion, make additionaltriountions to the Plan or change the matching peege. Th
Company did not make any matching contributionisical 2013 or fiscal 2012.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgeeAct, the registrant caused this report to geed on its

behalf by the undersigned, thereunto duly authdrize

December 27, 2013

GOOD TIMES RESTAURANTS INC.

[/s/ Boyd E. Hoback
Boyd E. Hobacl

President and Chief Executive Offic

In accordance with the Exchange Act, this reposttheen signed below by the following persons oralbelf the
registrant and in the capacities and on the datisdted.

/s David L. Dobbin
David L. Dobbin, Chairman
December 27, 2013

/s Geoffrey R. Bailey
Geoffrey R. Bailey, Directa
Date: December 27, 20:

/s Reuven Har-Even
Reuven He-Even, Directol
December 27, 201

/sl Gary J. Heller
Gary J. Heller, Directc

December 27, 2013

/s/ Boyd E. Hoback
Boyd E. Hoback, Director ar

President and CEO
December 27, 201

/s Susan M. Knutson

Susan M. Knutson, Controller and
Principal Financial Officer
December 27, 2013

/g Steven M. Johnson
Steve Johnson, Direct
December 27, 201

/9 Eric W. Reinhard
Eric W. Reinhard, Directc
December 27, 201

/s Alan A. Teran
Alan A. Teran, Directo
December 27, 2013
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Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

I, Boyd E. Hoback, certify that:

1

2.

| have reviewed this annual report on Form 10-Ks0bd Times Restaurants Inc.;

Based on my knowledge, this report does not cordgain untrue statement of a material fact or onr
state a material fact necessary to make the statsmeade, in light of the circumstances under whiiatt
statements were made, not misleading with respeabetperiod covered by this report;

Based on my knowledge, the financial statementd,adher financial information included in this rep
fairly present in all material respects the finah@ondition, results of operations and cash flafishe
registrant as of, and for, the periods presentékisgnreport;

The registrant 5 other certifying officer and | are responsible éstablishing and maintaining disclos
controls and procedures (as defined in ExchangeRAies 13a-15(e) and 18d(e)) and internal conti
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15t5(f)) for the registrant ai
have:

(a) Designed such disclosure controls and procedures;aosed such disclosure controls
procedures to be designed under our supervisia@nsuare that material information relating to
registrant, including its consolidated subsidigrissmade known to us by others within tF
entities, particularly during the period in whidfig report is being prepared,;

(b) Designed such internal control over financial réipgr or caused such internal control ¢
financial reporting to be designed under our supEm, to provide reasonable assure
regarding the reliability of financial reporting érthe preparation of financial statements
external purposes in accordance with generallymiedeaccounting principles;

(c) Evaluated the effectiveness of the registrantdisclosure controls and procedures and pres
in this report our conclusions about the effectegnof the disclosure controls and procedurt
of the end of the period covered by this reporedas such evaluation; and

(d) Disclosed in this report any change in the regustias internal control over financial report
that occurred during the registrant ' s most redetial quarter (the registrants’ fourth fisce
quarter in the case of an annual report) that hatenally affected, or is reasonably likely
materially affect, the registrant’ s internal amhver financial reporting; and

The registrant 's other certifying officer and | have disclosedsdxh on our most recent evaluatiot
internal control over financial reporting, to thegistrant s auditors and the audit committee of
registrant ’ s board of directors (or persons penfog the equivalent functions):

(& All significant deficiencies and material weaknesgethe design or operation of internal cor
over financial reporting which are reasonably k& adversely affect the registrarg ability tc
record, process, summarize and report financialinétion; and

(b) Any fraud, whether or not material, that involvearmmagement or other employees who he
significant role in the registrant ’ s internal tah over financial reporting.

Date: December 27, 2013

/s/ Boyd E. Hoback
Boyd E. Hoback

President and Chief Executive Officer



Exhibit 31.2

CERTIFICATION OF THE CONTROLLER

I, Susan M. Knutson, certify that:

1

2.

| have reviewed this annual report on Form 10-K5obd Times Restaurants Inc.;

Based on my knowledge, this report does not cordgain untrue statement of a material fact or onr
state a material fact necessary to make the statsmeade, in light of the circumstances under whiiatt
statements were made, not misleading with respeabetperiod covered by this report;

Based on my knowledge, the financial statementd,adher financial information included in this rep
fairly present in all material respects the finah@ondition, results of operations and cash flafishe
registrant as of, and for, the periods presentékisgnreport;

The registrant 5 other certifying officer and | are responsible éstablishing and maintaining disclos
controls and procedures (as defined in ExchangeRAies 13a-15(e) and 18d(e)) and internal conti
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15t5(f)) for the registrant ai
have:

(a) Designed such disclosure controls and procedures;aosed such disclosure controls
procedures to be designed under our supervisia@nsuare that material information relating to
registrant, including its consolidated subsidigrissmade known to us by others within tF
entities, particularly during the period in whidfig report is being prepared,;

(b) Designed such internal control over financial réipgr or caused such internal control ¢
financial reporting to be designed under our supim, to provide reasonable assur:
regarding the reliability of financial reporting érthe preparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registrasitdisclosure controls and procedures and pres
in this report our conclusions about the effecte@nof the disclosure controls and procedure
of the end of the period covered by this reporedasn such evaluation; and

(d) Disclosed in this report any change in the regustias internal control over financial report
that occurred during the registrant ' s most redetial quarter (the registrants’ fourth fisce
quarter in the case of an annual report) that hatenally affected, or is reasonably likely
materially affect, the registrant ’ s internal amhbver financial reporting; and

The registrant s other certifying officer and | have disclosedsdxh on our most recent evaluatior
internal control over financial reporting, to thegistrant 's auditors and the audit committee of
registrant * s board of directors (or persons penfog the equivalent functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal cor
over financial reporting which are reasonably k& adversely affect the registrarg ability tc
record, process, summarize and report financialrimétion; and

(b) Any fraud, whether or not material, that involveamagement or other employees who hg
significant role in the registrant ’ s internal tah over financial reporting.

Date: December 27, 2013

/9 Susan M. Knutson

Susan M. Knutson
Controller



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10&Gwod Times Restaurants Inc. (the “ Comparny "
for the fiscal year ended September 30, 2013 ed filith the Securities and Exchange Commissionhendat
hereof (the “ Report " ), Boyd E. Hoback, as Chief Executive Officer o t@ompany, and Susan M. Knutsor
Controller of the Company, each hereby certifiag;spant to and solely for the purpose of 18 U.4.850, a
adopted pursuant to 906 of the Sarbanes-Oxley A20@2, that to the best of my knowledge and belief

1) The Report fully complies with the requirementssettion 13(a) or 15(d) of the Securities Exchangt
of 1934 (15 U.S.C. 78m or 780(d)); and

2) The information contained in the Report fairly mets, in all material respects, the financial coodianc
results of operations of the Company.

/s/ Boyd E. Hoback /sl Qusan M. Knutson

Boyd E. Hobacl Susan M. Knutso

Chief Executive Office Controller (principal financial officer
December 27, 201 December 27, 201



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ofreport dated December 27, 2013, accompanyin
consolidated financial statements of Good Timegd&eants, Inc., also incorporated by referencéé
Form S-8 Registration Statements with registratiombers 333-60813, 333-98407, and 325150 an
Form S-3 Registration Statements with registratiombers 333-122890 and 3385189 of Good Tim
Restaurants, Inc., and to the use of our namelandtatements with respect to us, as appearing tim
heading “ Experts " in the Registration Statements.

Hein & Associates LLP

Denver, Colorado
December 27, 2013



FIRST AMENDMENT TO
AMENDED AND RESTATED
OPERATING AGREEMENT OF
BAD DADDY'S FRANCHISE DEVELOPMENT, LLC

THIS FIRST AMENDMENT TO AMENDED AND RESTATED OPERANG AGREEMENT OF
BAD DADDY'S FRANCHISE DEVELOPMENT, LLC ("First Ametsiment") is made and entered i

as of this 3Btday of October, 2013, by and between the underdigne
WITNESSETH

WHEREAS , Bad Daddy's Franchise Development, LLC (the "Cany) was formed c
August 2, 2011 by the filing of the Articles of @ugzation with the North Carolina Department of
Secretary of State;

WHEREAS , the undersigned and the Company are partiesdb dértain Amended a
Restated Operating Agreement of Bad Daddy's Fraadbevelopment, LLC dated as of April 9, 2(
(the " Operating Agreemefit, and

WHEREAS , the undersigned, representing all of the Classlénbers (as defined in t
Operating Agreement) of the Company, desire to ahtlee Operating Agreement as set forth herein.

NOW, THEREFORE , for good and valuable consideration, the recaip sufficiency c
which are hereby acknowledged, the undersignediiergree as follows:

1. The first sentence of Section 2.2(b )(i) of the Atieg Agreement is deleted in
entirety and replaced with the following for allrposes whatsoever:

"On or before December 1, 2013, the Class A Membkadl be required to
make the following additional Capital Contributiongithout any notice or
other action on the part of the Board being reglire

2. This First Amendment shall be governed by and cordtin accordance with the la
of the State of North Carolina. This First Amendieray be executed in two or more counterp
each of which shall be deemed to be an originalaiuaf which together shall constitute one anc
same instrument.

3. Except as set forth in this First Amendment, thee@png Agreement shall rem
unchanged and unmodified and in full force andaffe

[ Sgnatures on following page]



IN WITNESS WHEREOF, the undersigned have executedRirst Amendment as of the date first
above written.

MEMBERS:
BAD DADDY'S INTERNATIONAL, LLC

By: [/s/ Dennis L. Thompso
Dennis L. Thompson, Manag

By: [s/ Joseph F. Scibe
Joseph F. Scibel, Managel

Address: 601 South Kings Drive, Suite H
Charlotte, North Carolina 282(
ATTN: Managers

GOOD TIMES RESTAURANTS INC.

By: /s/ Boyd E. Hobacl
Boyd E. Hobacl, Chief Executive Office

Address: 601 Corporate Circl
Golden, Colorado 804(-5622



