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PART 1 - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
BIGLARI HOLDINGS INC.

CONSOLIDATED BALANCE SHEETS
(dollars in thousands)

March 31, December 31,
2018 2017
(Unaudited)
Assets
Current assets:
Cash and cash equIValents ...........ccccuveeiiiie i $ 45,444 $ 58,577
INVESTIMENTS L..eeiiiiiiiiiiiie s 24,157 23,289
RECEIVADIES ..o 12,187 16,284
INVENTOTIES .ttt 7,312 7,268
OLher CUITENTt @SSELS .....ccoiiiiiiiiiieiiiee ettt 9,299 7,221
Total CUMTENE SSELS ...ooueviieiiiie ettt 98,399 112,639
Property and eqUIPMENT ...........ueuiiiiiiiieiiiiiiieeeeeeeeeeee e e e e e e e e e e eeeaaeeens 291,625 295,800
Goodwill and other intangible assets ..........ccccccuveveiieiiiieiieeeiiieeieeens 66,774 66,645
Investment partnerships .......ooooveeeeiieiicc e 545,939 566,021
OTNEr BSSELS ..oeiiiiiiiiiiiie e 17,846 22,479
TOLAl ASSEES ..o $ 1,020,583 $ 1,063,584
Liabilities and shareholders’ equity
Liabilities
Current liabilities:
Accounts payable and accrued eXPENSES ........cc.veeeeeeeiiiiiieeeennninns $ 106,708 $ 128,744
Current portion of notes payable and other borrowings .............. 6,524 6,748
Total current Habilities ..........cccooeiiiiiiiiiiiii e 113,232 135,492
Long-term notes payable and other borrowings ...........cccccoecvevernnen. 254,988 256,994
(D) (=) 0 =10 [ = D SOOI 89,387 88,401
Other HabIlItieS .......covvuiiiiiiiiiice e 11,269 11,369
Total Habilities ...cc.ooooiviiiiee e 468,876 492,256
Shareholders’ equity
COMMON SEOCK ..ttt 1,071 1,071
Additional paid-in capital ........cccceiviiiiieiei e 381,975 382,014
Retained EarningS ........cocvviiieeiiiiiieiie e e e e e e e e 563,780 565,504
Accumulated other comprehensive 10Ss ........ccccccevviiiiiene i, (966) (1,404)
Treasury StoCK, at COSE .....ooiiviiiiie i (394,153) (375,857)
Biglari Holdings Inc. shareholders’ equity 551,707 571,328
Total liabilities and shareholders’ equity $ 1,020,583 $ 1,063,584

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF EARNINGS
(dollars in thousands except per share amounts)

First Quarter

2018 2017
(Unaudited)
Revenues
RS = (U] L) o] o 1=T -1 (o] o I TR $ 193,934 $ 195,694
Insurance premiums and OtNET ...........uiiueiiieeieiae e 6,547 6,080
M edia advertising and OtNEr ..........ooiiiiiiiiii e 1,744 1,619
202,225 203,393
Cost and expenses
Restaurant CoSt OF SAIES .......uuuiiiiie e 158,350 157,298
Insurance losses and UNAErWriting EXPENSES .....cccuuuiieererieiiieeereeiiiireeerearereeeeennennn 5,928 5,020
\VTo - W o0 1] M) Y- | [ 1,517 1,493
Selling, general and adminNISTratiVe ..........oouuiiiuuiiiniiiae e eeeee e 32,650 29,486
Depreciation and amortiZation ...........ooeuuuiiiiieiiiiiin e 4,946 5,621
203,391 198,918
Other income (expenses)
INEEIEST EXPENSE ... ettt s e e e et e e e e e e e e e e et e e et e et e e eeeenenn e n s (2,754) (2,824)
Interest on obligations under leases ........... (2,186) (2,280)
Investment partnership gains (losses) 3,495 (24,968)
Total other INCOME (EXPENSES) ... .uvrrieeieeeeeiiiaiiii ettt e e e e e e e e e e e e e e e (1,445) (30,072)
Earnings (10ss) before iNCOME TaXES ....uuviiiiiiiiiiiii e (2,611) (25,597)
Income tax benefit (797) (9,776)
NN = U 1T o Yo E (o 1) SRR $ (1,814) $  (15,821)
Earnings per share
Net earnings (loss) per equivalent Class A share ™ ..........cccooiiiiieieeeee e, $ (.15 % (42.72)

* Net earnings (loss) per equivalent Class B share outstanding are one-fifth of the equivalent Class A share or $(1.03)
for the first quarter of 2018 and $(8.54) for the first quarter of 2017.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(dollars in thousands)

First Quarter

2018 2017
(Unaudited)

NEt €ArNINGS (1OSS) .uuuuiiiiiiiiii it e et e e e e et e e e e e e e e e e e eeeeeeeesaaaaraas $ (1,814) $ (15,821)
Other comprehensive income:

Net change in unrealized gains and losses on investments ............ccoeevevneveinneeen. - 191

APPLICable INCOME TAXES .....uiiiiieiiiee e - (67)

Reclassification 10 €arNINGS ......ooiuiiiiiiiiiiii e (73) -

AN o] o] [Tor=1o] (- I g Tte ] g SN = DL 15 -

Foreign currency translation ...........coouiviiiieiii e 496 185
Other comprenensive INCOME, NEL ......co.uiiiii e e e e e e e eaneeeen 438 309
Total COMPIrENENSIVE T0SS .......uiiiiiiii e e e $ (1,376) $ (15,512)

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in thousands)

Operating activities
NEL EAIMINGS (IOSS) ...eeiieiiitie ettt et e st bt e e st bt e e enbb e e e aabr e e e snbeeeeannneeas
Adjustments to reconcile net earnings (loss) to operating cash flows:
Depreciation and amMOrtiZALION .........eeiiiiieiiiiie et e e e e st e e e st e e areaeearaaeean
Provision for deferred INCOME TAXES ........cciiiiiuiiiiiiiiiie ettt st
Asset impairments and other non-cash expenses
L0SS ON dISPOSAl OF @SSELS .....eviiiiieiiiieiiet ettt
Investment partnership (QaiNS) IOSSES ....ccuuuieiiiiieiiiiie ettt e e e s ae e e ae e e saaeaesiaeeeanes
Distributions from investment partNerships ........ccccveeiiee i
Changes in receivables and inventories
Changes in other assets .........ccccccveernnen.
Changes in accounts payable and accrued expenses
Net cash provided by (used in) operating activities
Investing activities
[OF: 1o T = L= oY= o 1 Ut PSPPSR
Proceeds from property and equipment disposals
PUrchases OF INVESTMENTS ......coiuiiiiiiiiie ettt e e e s nner e e e snee e e e eneeas
Redemptions of fixed Maturity SECUIIIES .........cccveiiiiiiiiiiiice e
Net cash used in INVESTING ACTIVITIES ....cuuiiiiiiiec e nraeee s
Financing activities
Payments on revolving credit faCility ..........occoviiiiiiii e
Principal payments on long-term debt
Principal pay ments on direct financing lease obligations ...........cccccocvvveiiiiee e
Proceeds from exercise Of STOCK OPTIONS ....cccveiieiiiieiiiie et e e e e aee e
Net cash used in fiNANCING ACTIVITIES ......oiiiiiiiiiiii e
Effect of exchange rate changes on cash
Decrease in cash, cash equivalents and restricted Cash ..........cccceiviiieiiiie s
Cash, cash equivalents and restricted cash at beginning of year ..........ccooociiiieiiici e,
Cash, cash equivalents and restricted cash at end of first quarter ............ccccocceviviieicnennen.

See accompanying Notes to Consolidated Financial Statements.

First Quarter

2017

$ (15,821)

5,621
(10,281)
435
99
24,968
5,015
5,202
(114)
(5,261)

9,863

(1,990)
50

(16,945)
18,653

(232)

(20)

(15,550)

(1,356)
30

(16,896)
17

(7,248)
75,833

$ 68,585




BIGLARI HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(Unaudited)

(dollars in thousands)

Accumulated

Additional Other
Common Paid-In Retained  Comprehensive Treasury
Stock Capital Earnings Income (Loss) Stock Total

Balance at December 31, 2017 ..........c.c...... $ 1071 $ 382014 $565504 $ (1,404) $ (375,857) $571,328
Net earnings (10SS) .....ccoocoeeeiiiiieiiiiieenns (1,814) (1,814)
Adoption of accounting standards ......... 90 90
Other comprehensive income, net ........ 438 438
Adjustment to treasury stock for

holdings in investment partnerships .. (18,377) (18,377)
Exercise of stock options ..........ccccceeenee (39) 81 42
Balance at March 31, 2018 ..................... $ 1,071 $ 381,975 $563780 $ (966) $ (394,153) $ 551,707
Balance at December 31, 2016 ................... $ 1,071 $ 381,906 $515433 $ (3,584) $(362,886) $531,940
Net earnings (10SS) ....c.ceeevviieeiiiiieiiieeeine (15,821) (15,821)
Other comprehensive income, net ............. 309 309
Adjustment to treasury stock for

holdings in investment partnerships ....... 116 (1,600) (1,484)
Exercise of stock options ...........cccccevvveenne (8) 38 30
Balance at March 31, 2017 ........................ $ 1,071 $ 382,014 $499,612 $ (3,275) $(364,448) $514,974

See accompanying Notes to Consolidated Financial Statements.



BIGLARI HOLDINGS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2018
(dollars in thousands, except share and per share data)

Note 1. Summary of Significant Accounting Policies

Description of Business

The accompanying unaudited consolidated financial statements of Biglari Holdings Inc. (“Biglari Holdings” or the “Company”)
have been prepared in accordance with accounting principles generally accepted in the United States of America (“GAAP”)
applicable to interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X.
Accordingly, they do not include all of the information and notes required by GAAP for complete financial statements. In our
opinion, all adjustments considered necessary to present fairly the results of the interim periods have been included and consist
only of normal recurring adjustments. The results for the interim periods shown are not necessarily indicative of results for the
entire fiscal year. The financial statements contained herein should be read in conjunction with the consolidated financial
statements and notes thereto included in our annual report on Form 10-K for the year ended December 31, 2017.

Biglari Holdings is a holding company owning subsidiaries engaged in a number of diverse business activities, including media,
property and casualty insurance, and restaurants. The Company’s largest operating subsidiaries are involved in the franchising
and operating of restaurants. Biglari Holdings is founded and led by Sardar Biglari, Chairman and Chief Executive Officer of the
Company. The Company’s long-term objective is to maximize per-share intrinsic value. All major operating, investment, and
capital allocation decisions are made for the Company and its subsidiaries by Mr. Biglari. As of March 31, 2018, Mr. Biglari’s
beneficial ownership of the Company’s outstanding common stock was approximately 54.8%.

On March 5, 2018, the Company entered into an agreement with NBHSA Inc. (“New BH”), a direct, wholly owned subsidiary of
the Company, and BH Merger Company (“Merger Sub”), a wholly owned subsidiary of New BH. Pursuant to the agreement, on
April 30, 2018, Merger Sub merged with and into the Company, with the Company continuing as the surviving corporation and a
wholly owned subsidiary of New BH. Upon completion of the merger, New BH changed its name to “Biglari Holdings Inc.” and
replaced the Company as the publicly held corporation through which our collection of businesses is conducted.

New BH has two classes of common stock designated Class A common stock and Class B common stock. A share of Class B
common stock has economic rights equivalent to 1/5" of a share of Class A common stock; however, Class B common stock has
no voting rights.

As a result of the April 30, 2018 transaction, the current shareholders of the Company became shareholders of New BH and
received, for every ten (10) shares of common stock of the Company they owned on April 30, 2018, (i) ten (10) shares of Class B
common stock of New BH and (ii) one (1) share of Class A common stock of New BH. In other words, shareholders received for
a share of common stock of the Company (i) one (1) share of Class B common stock of New BH and (ii) 1/10" of one share of
Class A common stock of New BH.

Starting on May 1, 2018, the shares of New BH Class A common stock trade on the New York Stock Exchange (“NYSE”) under
the ticker symbol “BH.A,” whereas the New BH Class B common stock trades on the NYSE under the ticker symbol “BH,”
which is the former ticker symbol for the Company’s common stock.

For accounting purposes, the April 30, 2018 transaction will be treated as a merger of entities under common control.
Accordingly, the consolidated financial position and results of operations of the Company will be included in the consolidated
financial statements of New BH on the same basis as currently presented, except for earnings per share which is impacted by the
issuance of the new common shares. The Company has applied the “two-class method” of computing earnings per share as
prescribed in ASC 260, “Earnings Per Share.”

Principles of Consolidation
The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries including Steak n
Shake Inc. (“Steak n Shake”), Western Sizzlin Corporation (“Western”), Maxim Inc. (“Maxim”) and First Guard Insurance
Company and its agency, 1st Guard Corporation (collectively “First Guard”). Intercompany accounts and transactions have been
eliminated in consolidation.



Note 2. New Accounting Standards

In January 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2017-04,
Intangibles - Goodwill and Other: Simplifying the Test for Goodwill Impairment. ASU 2017-04 provides for the elimination of
Step 2 from the goodwill impairment test. If impairment charges are recognized, the amount recorded will be the amount by
which the carrying amount exceeds the reporting unit’s fair value with certain limitations. The ASU is effective for public
companies for annual periods, and interim periods within those annual periods, beginning after December 15, 2020. The
Company does not currently anticipate ASU 2017-04 will have a material impact on the consolidated financial statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses: Measurement of Credit Losses on
Financial Instruments. ASU 2016-13 amends guidance on reporting credit losses for assets held at amortized cost basis and
available for sale debt securities. For available for sale debt securities, credit losses should be measured in a manner similar to
current GAAP; however ASU 2016-13 will require that credit losses be presented as an allowance rather than as a write-down.
The amendments in this update are effective for financial statements issued for fiscal years beginning after December 15, 2019,
and interim periods within those fiscal years. The Company is currently evaluating the impact the adoption of ASU 2016-13 will
have on its consolidated financial statements and related disclosures.

In February 2016, the FASB issued ASU 2016-02, Leases. ASU 2016-02 requires a lessee to recognize lease assets and lease
liabilities on the balance sheet, along with additional qualitative and quantitative disclosures. ASU 2016-02 is effective for
annual and interim periods beginning after December 15, 2018, with early adoption permitted. We are currently evaluating the
effect this amended guidance will have on our consolidated balance sheet and results of operations. We anticipate the ASU will
have a material impact on our balance sheet, but the ASU is non-cash in nature and will not affect our cash position.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts
and Cash Payments. The objective of the update is to reduce diversity in how certain transactions are classified in the statement
of cash flows. The amendments in this update are effective for financial statements issued for fiscal years beginning after
December 15, 2017, and interim periods within those fiscal years. The adoption of ASU 2016-15 did not have a material effect
on our consolidated financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). On January 1, 2018, we
adopted FASB accounting standards codification Topic 606 (“ASC 606”). In accordance with ASC 606, we changed certain
characteristics of our revenue recognition accounting policy as described below. ASC 606 was applied using the modified
retrospective method, where the cumulative effect of the initial application is recognized as an adjustment to opening retained
earnings at January 1, 2018. Comparative prior periods have not been adjusted.

The following table summarizes the impact of the adoption of ASC 606 on revenues, operating expenses and net earnings for the
three months ended March 31, 2018.

Adjustments Amounts
for the without
Adoption of Adoption of
As Reported ASC 606 ASC 606
Statements of Earnings
Revenues
Restaurant operations
INEE SAIES ...ttt sttt neeas $ 185571  $ - $ 185,571
Franchise royalties and fees ............oevvveeeiiiiiiiiiiiie e 7,102 2,369 4,733
(@] 3T TR P TR 1,261 279 982
Selling, general and admMINISTIatiVe ...........ccveiiiiiiiieiiie e 32,650 2,522 30,128
Earnings (10ss) before iNCOME taXes ........vveviveieeiiiiii e (2,611) 126 (2,737)
Income tax expense (DENEFIL) ........oovv v (797) 31 (828)
NEt €arNINGS (I0SS) ..eeeiiiiiiieiiiii et be e e e (1,814) 95 (1,909)

The impact of ASC 606 on the Company’s balance sheet as of March 31, 2018 was not material. The cumulative change in
retained earnings as of January 1, 2018 was $90. Upon adoption of ASC 606, the Company changed its restaurant operations
accounting policies for the recognition of franchise fees, recording of advertising arrangements, and recognition of gift card
revenue. See additional revenue disclosures in Note 8 Restaurant Operations Revenues. The adoption of ASC 606 did not have
any significant impact on our insurance or media businesses.



Note 3. Earnings Per Share

Earnings per share of common stock is based on the weighted average number of shares outstanding during the year. The shares
of Company stock attributable to our limited partner interest in The Lion Fund, L.P. and The Lion Fund II, L.P. (collectively, the
“investment partnerships””) — based on our proportional ownership during this period — are considered treasury stock on the
consolidated balance sheet and thereby deemed not to be included in the calculation of weighted average common shares
outstanding. However, these shares are legally outstanding.

On September 16, 2017, The Lion Fund II, L.P. entered into a Rule 10b5-1 trading plan to purchase up to an aggregate of
110,000 shares of Biglari Holdings common stock at prevailing market prices. During the first quarter of 2018, 45,302 shares
were purchased. All of the shares to be purchased under the trading plan remain legally outstanding.

On April 30, 2018 the Company’s shareholders exchanged their shares of Company common stock for dual common stock —
Class A common stock and Class B common stock. The following table presents shares authorized, issued and outstanding on
March 31, 2018 and December 31, 2017.

March 31, December 31,
2018 2017
CommonN STOCK QUENOTIZEA .......cooeiiiiii e 2,500,000 2,500,000
COMMON SEOCK ISSUEBT ....vvveeeieee ittt e et e e e e e et e e e e e e e e e bbb e e e e e e e s esabaraeaaeeeeeaans 2,142,202 2,142,202
Treasury stock held by the COMPANY .......coooiiiiiii e (73,667) (74,589)
(0] £y 7= Ta o [ g1 ] o= L= PRSP 2,068,535 2,067,613

The issuance of dual class common stock on April 30, 2018 is applied on a retrospective basis for the calculation of earnings per
share. Accordingly, earnings per share for the first quarters of 2018 and 2017 are impacted by the issuance of the hew common
shares. The Company has applied the “two-class method” of computing earnings per share as prescribed in ASC 260, “Earnings
Per Share.”

As of March 31, 2018, the total outstanding shares of the Company were 2,068,535. The calculation of earnings per share
reflects an exchange of 2,068,535 outstanding shares of the Company for 206,854 shares of New BH Class A common stock and
2,068,535 shares of New BH Class B common stock. On an equivalent Class A common stock basis, there were 620,592 shares
outstanding as of March 31, 2018 and 620,284 shares outstanding as of December 31, 2017.

For financial reporting purposes, the proportional ownership of the Company’s common stock owned by the investment
partnerships is excluded in the earnings per share calculation. After giving effect for the investment partnerships’ proportional
ownership of New BH’s common stock, the equivalent Class A weighted average common shares during the first quarter of 2018
and 2017 were 352,191 and 370,344, respectively.

Each Class A common share is entitled to one vote. Class B common stock possesses economic rights equal to one-fifth (1/5™) of
such rights of Class A common stock; however, Class B common stock has no voting rights.

Note 4. Investments

Investments consisted of the following.

March 31, December 31,

2018 2017
[0 L] PSP UPPTPP $ 24,099 $ 23,216
GroSS UNFEALIZEMA GAINS .....coeiiiiiiiiiiiiitititt e et e e e e e e e ettt ettt et et b e e e e e e e e e e e e e eeeeeeeeeeeeaesessnaaaas 58 73
=TT Y - | 1E = PP $ 24,157 $ 23,289

Investments in equity securities and a related put option of $4,463 are included in other current assets as of March 31, 2018 and
in other assets as of December 31, 2017. The investments are recorded at fair value.



Note 5. Investment Partnerships

The Company reports on the limited partnership interests in investment partnerships under the equity method of accounting. We
record our proportional share of equity in the investment partnerships but exclude Company common stock held by said
partnerships. The Company’s pro-rata share of its common stock held by the investment partnerships is recorded as treasury
stock even though they are legally outstanding. The Company records gains/losses from investment partnerships (inclusive of the
investment partnerships’ unrealized gains and losses on their securities) in the consolidated statements of earnings based on our
carrying value of these partnerships. The fair value is calculated net of the general partner’s accrued incentive fees. Gains and

losses on Company common stock included in the earnings of these partnerships are eliminated because they are recorded as
treasury stock.

The fair value and adjustment for Company common stock held by the investment partnerships to determine carrying value of
our partnership interest is presented below.

Company Carrying
Fair Value Common Stock Value
Partnership interest at December 31, 2017 ........ccccovevveieeieieeie e $ 925,279 $ 359,258 $ 566,021
Investment partnership gains (I0SSES) ....oovveeeiiiieiiiieiiee e (1,850) (5,345) 3,495
Contributions (net of distributions) to investment partnerships .......... (5,200) (5,200)
Increase in proportionate share of Company stock held ..................... 18,377 (18,377)
Partnership interest at March 31, 2018 ........c..cccovovveeeiiiie e, $ 918,229 $ 372,290 $ 545,939
Company
Fair Value Common Stock Carrying Value
Partnership interest at December 31, 2016 ..........cccovverirenieenieeniee e, $ 972,707  $ 395070 $ 577,637
Investment partnership gains (I0SSES) .......c.vevveiiviiieiiesiie e (59,517) (34,549) (24,968)
Contributions (net of distributions) to investment partnerships ............c.cco...... (5,015) (5,015)
Increase in proportionate share of Company stock held ...............cccccevieenins 1,484 (1,484)
Partnership interest at March 31, 2017 .......cccoovviiieiieie e $ 908,175 $ 362,005 $ 546,170
The carrying value of the investment partnerships net of deferred taxes is presented below.
March 31, December 31,
2018 2017
Carrying value of investment PartNerships ..........c.ooooeieiiieeiiie e $ 545,939 $ 566,021
Deferred tax liability related to investment partnerships ..........cooveeiiieiieeiiieeiiee e (96,327) (95,309)
Carrying value of investment partnerships net of deferred taxes ...........cccocvierierieinicciiieens $ 449,612 $ 470,712

The Company’s proportionate share of Company stock held by investment partnerships at cost is $373,316 and $354,939 at
March 31, 2018 and December 31, 2017, respectively, and is recorded as treasury stock.

The carrying value of the partnership interest approximates fair value adjusted by the value of held Company stock. Fair value is
according to our proportional ownership interest of the fair value of investments held by the investment partnerships. The fair
value measurement is classified as level 3 within the fair value hierarchy.

Gains (losses) from investment partnerships recorded in the Company’s consolidated statements of earnings are presented below.

First Quarter

2018 2017
Gains (losses) on investment PArtNErship .........ccccoviiriiiiiieie e $ 3495 % (24,968)
TaX eXPENSE (DENETIL) ..eeeeereieiie et e et et e e nnes 420 (9,761)
Contribution to Net arninNgs (I0SS) ........civeiieiieiietiie ettt sreens e $ 3,075 % (15,207)




Note 5. Investment Partnerships (continued)

On December 31 of each year, the general partner of the investment partnerships, Biglari Capital Corp. (“Biglari Capital), will
earn an incentive reallocation fee for the Company’s investments equal to 25% of the net profits above a hurdle rate of 6% over
the previous high-water mark. Our policy is to accrue an estimated incentive fee throughout the year. The Company did not
accrue an incentive fee during the first quarter of 2018 or 2017. Our investments in these partnerships are committed on a rolling
5-year basis. Biglari Capital is an entity solely owned by Mr. Biglari.

Summarized financial information for The Lion Fund, L.P. and The Lion Fund II, L.P. is presented below.

Equity in Investment Partnerships

Lion Fund Lion Fund Il
Total assets as of March 31, 2018 ..........cociiiiiiiii s $ 198,286 $ 1,057,316
Total liabilities as of March 31, 2018 .........cccccoiieriiriiiiiesie et $ 1,481 $ 200,831
Rewvenue for the first quarter ended March 31, 2018 .........cccceiiiiiiiineiie e $ (4,135) % 3,069
Earnings (loss) for the first quarter ended March 31, 2018 ..........ccceevveniiiiieenieennen. $ (4,151) $ 922
Biglari Holdings’ ownership interest as of March 31, 2018 65.1% 92.3%
Total assets as 0f DeCeMDBDEr 31, 2017 ....ccccuviieiiiieeeiiiiie e eree e see e s sbae e e s seaea e e sbreeeenes $ 203,560 $ 1,060,737
Total liabilities as of DeCEMDBEr 31, 2017 .....uuvuiiuiiiieceee e e e $ 157 $ 199,974
Revenue for the first quarter ended March 31, 2017 ........cccoveiiiiiiiiiiieeneenee e $ (15,696) $ (52,652)
Earnings (loss) for the first quarter ended March 31, 2017 .........cccoeeveeeiieeiiecciee e, $ (15,716) $ (53,514)
Biglari Holdings’ ownership interest as of March 31, 2017 ......cooviiiiiiiiiiiiiiieeeeeeieeeees 63.6% 92.5%

Revenue in the above summarized financial information of the investment partnerships includes investment income and
unrealized gains and losses on investments. The investments held by the investment partnerships are largely concentrated in the
common stock of one investee, Cracker Barrel Old Country Store, Inc.

Note 6. Property and Equipment

Property and equipment is composed of the following.

March 31, December 31,
2018 2017

I3 o BT U PP UTPPRP $ 156,176 $ 156,506
S TUT] (o YT T TSR 151,669 152,610
Land and leasehold iMPTOVEMENES ........cccuiieiiiiieiiiiie et e e e e e s snbe e e e snbaeeeenneeas 162,518 162,652
[0 [T o] 015101 AP UPPPRUPPPPPPPRN 200,240 203,145
CONSLIUCLION [N PIOGIESS -.utieeutieeteeatieaeeeettee ettt e et e e saaeeaaeeasbeeateeaseeanbeaanbeeanbeeamseesnseeanseaanneanseeanses 1,797 1,782

672,400 676,695
Less accumulated depreciation and amortization ............ccoceerieriieiiienii e (380,775) (380,895)
Property and eQUIPMENT, NEE ......ouiiiiii ettt ettt et e et e et e e sbeeenaeeeneesnneeenees $ 291,625 $ 295,800

Note 7. Goodwill and Other Intangible Assets

Goodwill

Goodwill consists of the excess of the purchase price over the fair value of the net assets acquired in connection with business
acquisitions.

A reconciliation of the change in the carrying value of goodwill is as follows.

Restaurants Other Total
Goodwill at DECEMDEN 31, 2017 ..ococveiiiieeiiee ettt et s et e s e srre e e s sbeeeeeeaes $ 28,168 $ 11,913 $ 40,081
Change in foreign exchange rates during first quarter 2018 .............cccceeeeee 18 - 18
Goodwill at March 31, 2018 ......cc.ocouiiiiiieiiie ettt $ 28,186 $ 11,913 $ 40,099




Note 7. Goodwill and Other Intangible Assets (continued)

We are required to assess goodwill and any indefinite-lived intangible assets for impairment annually, or more frequently if
circumstances indicate impairment may have occurred. When evaluating goodwill for impairment, we may first perform a
qualitative assessment to determine whether it is more likely than not that a reporting unit is impaired. If we do not perform a
qualitative assessment, or if we determine that it is not more likely than not that the fair value of the reporting unit exceeds its
carrying amount, we test for potential impairment using a two-step approach. The first is the estimation of fair value of each
reporting unit. If step one indicates that impairment potentially exists, the second step is performed to measure the amount of
impairment, if any. Goodwill impairment occurs when the estimated fair value of goodwill is less than its carrying value.

The valuation methodology and underlying financial information included in our determination of fair value require significant
management judgments. We use both market and income approaches to derive fair value. The judgments in these two approaches
include, but are not limited to, comparable market multiples, long-term projections of future financial performance, and the
selection of appropriate discount rates used to determine the present value of future cash flows. Changes in such estimates or the
application of alternative assumptions could produce significantly different results. No impairment charges for goodwill were
recorded in the first three months of 2018 or 2017.

Other Intangible Assets
Other intangible assets are composed of the following.

March 31, 2018 December 31, 2017
Gross Gross

carrying Accumulated carrying Accumulated

amount amortization Total amount amortization Total
Franchise agreement ..........cccovevevveeneennennnn. $ 5310 $ (4,248) $ 1062 $ 5310 $ (4116) $ 1194
OhET et 810 (751) 59 810 (743) 67
TOtAl oo 6,120 (4,999) 1,121 6,120 (4,859) 1,261
Intangible assets with indefinite lives:
Trade NAMES ...oeeviieeeiiiieesiie e 15,876 - 15,876 15,876 - 15,876
Other assets with indefinite lives ................... 9,678 - 9,678 9,427 - 9,427
Total intangible assets ...........cccocveeviereeiineenns $ 31,674 $ (4,999) $26,675 $ 31423 $ (4859) $ 26,564

Intangible assets subject to amortization consist of franchise agreements connected with the purchase of Western as well as rights
to favorable leases related to prior acquisitions. These intangible assets are being amortized over their estimated weighted
average of useful lives ranging from eight to twelve years.

Amortization expense for each of the first quarters of 2018 and 2017 was $140 and $142, respectively. The Company’s
intangible assets with definite lives will fully amortize in 2020. Total annual amortization expense for 2019 is expected to be
approximately $500.

Intangible assets with indefinite lives consist of trade names, franchise rights as well as lease rights.

Note 8. Restaurant Operations Revenues

Restaurant operations revenues were as follows.
First Quarter

2018 2017
L) T 1SRRI $ 185,571 $ 189,051
Franchise royalties and FEES .........ccoiiiiiiiiiie e e e e 7,102 5,556
(@] 4 o 1= U PPPPPPRRRR 1,261 1,087

$ 193,934 $ 195,694
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Note 8. Restaurant Operations Revenues (continued)

The Company’s accounting policies and practices related to restaurant operations revenues consist of the following under ASC
606.

Net sales

Net sales were comprised of retail sales of food through Company-owned stores. Company-owned store revenues are recognized
when control of the food items are transferred to our customers at the point of sale. Sales taxes related to these sales are collected
from customers and remitted to the appropriate taxing authority and are not reflected in the Company’s consolidated statements
of income as revenue.

Franchise royalties and fees

Franchise royalties and fees are comprised of royalties and fees from Steak n Shake and Western Sizzlin franchisees. Royalty
revenues are based on a percentage of franchise sales and are recognized when the retail food items are purchased by franchise
customers. Initial franchise fees received are deferred when amounts are received and recognized as revenue on a straight-line
basis over the term of each respective franchise agreement, which is typically 20 years. This represents a change in methodology
for we have historically recognized initial franchise fees upon the opening of a franchise restaurant.

During the quarter ended March 31, 2018, restaurant operations recognized $369 in revenue related to initial franchise fees. As
of March 31, 2018 and January 1, 2018, restaurant operations had deferred revenue related to franchise fees of $10,818 and
$10,581, respectively. Restaurant operations expects to recognize approximately $450 of deferred revenue balance during the
remainder of 2018, approximately $600 in 2019 and the balance in the years 2020 through 2037.

Our advertising arrangements with franchisees are reported in franchise royalties and fees. This represents a change in
methodology as we have historically reported advertising funds from the franchisees as an offset to marketing expense in our
consolidated statement of earnings.

During the quarter ended March 31, 2018, restaurant operations recognized $2,437 in revenue related to franchise advertising
fees. As of March 31, 2018 and January 1, 2018, restaurant operations had deferred revenue related to franchisee advertising fees
of $2,065 and $2,064, respectively. Restaurant operations expect to recognize approximately $900 of deferred revenue balance
during the remainder of 2018 and the balance in 2019.

Gift card revenue

Restaurant operations sells gift cards to customers which can be redeemed for retail food sales within our stores. Gift cards are
recorded as deferred revenue when issued and are subsequently recorded as net sales upon redemption. Restaurant operations
estimates breakage related to gift cards when the likelihood of redemption is remote. This estimate utilizes historical trends based
on the vintage of the gift card. Breakage on gift cards is recorded as other revenue in proportion to the rate of gift card
redemptions by vintage. This represents a change in the methodology used to estimate breakage as we have historically
recognized breakage for the portion of the gift card balances that remained outstanding following 48 months of issuance.

For the quarter ended March 31, 2018, restaurant operations recognized $9,287 of revenue from gift card redemptions. As of
March 31, 2018 and January 1, 2018, restaurant operations had deferred revenue related to unredeemed gift cards of $14,993 and
$20,968, respectively. The Company expects to recognize approximately $8,700 of deferred revenue balance during the
remainder of 2018, approximately $4,200 in 2019, and the balance in the years 2020 through 2022.
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Note 9. Accounts Payable and Accrued Expenses
Accounts payable and accrued expenses include the following.

March 31, December 31,
2018 2017

ACCOUNES PAYADIE ...ttt e e e e st e e e et e e e et e e e enbeeessnsaeeeanraeeennnaaeeans $ 36,342 $ 40,616
Gt Card HADIIILY oooeiiie i e s e e s ntb e e e e snbee e e snsbeaeesntbeeeane 14,993 27,436
Salaries, Wages, ANd VACALION ........cuuiiiiiiiieiiiiee ettt sttt e st e e e sbe e e e s sbbe e e s snneessnseeeeenne 9,389 22,875
TAXES PAYADIE ..ttt et ae e et e e be e et e e e aaeeenneas 11,786 10,571
Workers' compensation and other self-insurance accruals ............cccccvvvveeiiiiieeiniiee e 7,915 9,047
(L] =T =10 I CEAY/= 10 [ PTTR 17,744 9,522
[ 1 T RSP 8,539 8,677
Accounts payable and aCCrued EXPENSES .....cciuuieiuieiiieaiieeiieerteeseeeseeeasaeestaeesnneesneeesnreesneeesneeas $ 106,708 $ 128,744
Note 10. Borrowings
Notes payable and other borrowings include the following.

March 31, December 31,
Current portion of notes payable and other borrowings 2018 2017
NOLES PAYADIE ...ttt ettt et et e et et saeeetaeareesaeearaea $ 2,200 $ 2,200
Unamortized original iSSUE AISCOUNT ..........uuiiiiiiiiie ittt (324) (321)
Unamortized debt iSSUANCE COSTS .....uuiiiiiiiiiii i ciiie et e st e e e et e e e e e e e s e e e anenes (591) (585)
(0] o] o L4 To] g F B aTe [=T N 1o R P RO PPOUPPPNE 5,103 5,279
WVESTEIN FEVOIVET ...ttt ettt ettt e et e e ekt e e s aabb e e e e s nbe e e e e nbb e e e e annneeens 136 175
Total current portion of notes payable and other BOrrowings ........cccceocvveeeiiiiiee i $ 6,524 % 6,748
Long-term notes payable and other borrowings
NOLES PAYADIE ...ttt et et e e e et e e e ae e eae e e te e eae e saeestaeare e e e ataea $ 183,148 $ 183,698
Unamortized original iSSUE AISCOUNT ..........uuiiiiiiiiie ittt (690) (772)
Unamortized debt iISSUANCE COSTS .....uviiiiiiiiiie ettt e e e et e e e e e e e e e e anenes (1,255) (1,405)
(@] o] [To L4 To] g R B aTe [=T g 1o RO OTPPRN 73,785 75,473
Total long-term notes payable and other BOrrOWINGS .........ccooiiiiiiiiiiiieiiiee e $ 254,988 $ 256,994

Steak n Shake Credit Facility

On March 19, 2014, Steak n Shake and its subsidiaries entered into a credit agreement which provided for a senior secured term
loan facility in an aggregate principal amount of $220,000 and a senior secured revolving credit facility in an aggregate principal
amount of up to $30,000. On October 27, 2017, Steak n Shake determined to end the use of its senior secured revolving credit
facility. In 2017, Steak n Shake deposited $8,628 to satisfy required collateral for casualty insurance previously collateralized by
letters of credit issued through the revolving credit facility. The deposits are recorded in other assets as restricted cash in the
consolidated balance sheets.

The term loan is scheduled to mature on March 19, 2021. It amortizes at an annual rate of 1.0% in equal quarterly installments,
beginning June 30, 2014, at 0.25% of the original principal amount of the term loan, subject to mandatory prepayments from
excess cash flow, asset sales and other events described in the credit agreement. The balance will be due at maturity.

Steak n Shake has the right to request an incremental term loan facility from participating lenders and/or eligible assignees at any
time, up to an aggregate total principal amount not to exceed $70,000 if certain customary conditions within the credit agreement
are met.

The interest rate on the term loan was 5.40% as of March 31, 2018.

The credit agreement includes customary affirmative and negative covenants and events of default. Steak n Shake’s credit
facility contains restrictions on its ability to pay dividends to Biglari Holdings.

The term loan is secured by first priority security interests in substantially all the assets of Steak n Shake. Biglari Holdings is not
a guarantor under the credit facility. As of March 31, 2018, $185,348 was outstanding under the term loan.
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Note 10. Borrowings (continued)

Western Revolver
As of March 31, 2018, Western has $136 due June 13, 2018.

Fair Value of Debt

The fair value of long-term debt, excluding capitalized lease obligations, was approximately $165,000 at March 31, 2018. The
fair value of our debt was estimated based on quoted market prices. The fair value was determined to be a Level 3 fair value
measurement.

Note 11. Accumulated Other Comprehensive Income

During the first quarters of 2018 and 2017, the changes in the balances of each component of accumulated other comprehensive
income, net of tax, were as follows.

Three months ended March 31, 2018 Three months ended March 31, 2017
Foreign Accumulated Foreign Accumulated
currency other currency other
translation Investment comprehensive translation Investment comprehensive
adjustments gain (loss) income (loss) adjustments gain (loss) income (loss)
Beginning Balance .................... $ (1,462) $ 58 % (1,404) $ (3.447) $ (137) % (3,584)
Other comprehensive income
(loss) before reclassifications .. - - - - 124 124
Reclassification to
(earnings) 10SS .......cccevvvvvvinnnns - (58) (58) - - -
Foreign currency translation ...... 496 496 185 185
Ending Balance ..............cccuue..... $ (966) $ - $ (966) $ (3,262) % (13) % (3,275)

Reclassifications made from accumulated other comprehensive income to the consolidated statement of earnings during the first
quarter of 2018 was $58; there were no reclassifications from accumulated other comprehensive income to earnings during the
first quarter of 2017.

Note 12. Income Taxes

In determining the quarterly provision for income taxes, the Company uses an estimated annual effective tax rate based on
expected annual income, statutory tax rates, and available tax planning opportunities in the various jurisdictions in which the
Company operates. Unusual or infrequently occurring items are separately recognized during the quarter in which they occur.

Income tax benefit for the first quarter of 2018 was $797 compared to $9,776 for the first quarter of 2017. The Tax Cuts and Jobs
Act was signed into law on December 22, 2017. The U.S. corporate federal statutory income tax rate was reduced from 35.0% to
21.0% for tax years beginning in 2018. The variance in income taxes between 2018 and 2017 is attributable to the reduced
corporate tax rate and taxes on income and losses generated by the investment partnerships.

As of March 31, 2018 and December 31, 2017, we had approximately $363 and $357, respectively, of unrecognized tax benefits,
which are included in other liabilities in the consolidated balance sheets.

Note 13. Commitments and Contingencies

We are involved in various legal proceedings and have certain unresolved claims pending. We believe, based on examination of
these matters and experiences to date, that the ultimate liability, if any, in excess of amounts already provided in our consolidated
financial statements is not likely to have a material effect on our results of operations, financial position or cash flows.

On January 29, 2018, a shareholder of the Company filed a purported class action complaint against the Company and the
members of our Board of Directors in the Superior Court of Hamilton County, Indiana. The shareholder generally alleges claims
for breach of fiduciary duty by the individual defendants and unjust enrichment to Mr. Biglari as a result of the agreement with
NBHSA Inc. and the issuance of dual class common stock. The shareholder seeks, for himself and on behalf of all other
shareholders as a class (other than the individual defendants and those related to or affiliated with them), to seek a declaration
that the defendants breached their duty to the shareholder and the class and that Mr. Biglari would be unjustly enriched, and to
recover unspecified damages, pre-judgment and post-judgment interest, and an award of their attorneys’ fees and other costs.
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Note 13. Commitments and Contingencies (continued)

On March 26, 2018, a second shareholder of the Company filed a purported class action complaint against the Company, the
members of our Board of Directors, New BH, and Merger Sub in the Superior Court of Hamilton County, Indiana. This
shareholder generally alleges claims of breach of fiduciary duty by the members of our Board of Directors. This shareholder
sought to enjoin the shareholder vote on April 28, 2018 to approve the agreement with NBHSA Inc. and the issuance of dual
class common stock. On April 16, 2018, the shareholder withdrew his motion to enjoin the special meeting.

The Company believes the claims in each case are without merit and intends to defend these cases vigorously.
Note 14. Fair Value of Financial Assets

The fair values of substantially all of our financial instruments were measured using market or income approaches. Considerable
judgment may be required in interpreting market data used to develop the estimates of fair value. Accordingly, the fair values
presented are not necessarily indicative of the amounts that could be realized in an actual current market exchange. The use of
alternative market assumptions and/or estimation methodologies may have a material effect on the estimated fair value.

The hierarchy for measuring fair value consists of Levels 1 through 3, which are described below.

e Level 1 — Inputs represent unadjusted quoted prices for identical assets or liabilities exchanged in active markets.

e Level 2 — Inputs include directly or indirectly observable inputs (other than Level 1 inputs) such as quoted prices for
similar assets or liabilities exchanged in active or inactive markets; quoted prices for identical assets or liabilities
exchanged in inactive markets; other inputs that may be considered in fair value determinations of the assets or
liabilities, such as interest rates and yield curves, volatilities, prepayment speeds, loss severities, credit risks and default
rates; and inputs that are derived principally from or corroborated by observable market data by correlation or other
means. Pricing evaluations generally reflect discounted expected future cash flows, which incorporate yield curves for
instruments with similar characteristics, such as credit ratings, estimated durations and yields for other instruments of
the issuer or entities in the same industry sector.

o Level 3 - Inputs include unobservable inputs used in the measurement of assets and liabilities. Management is required
to use its own assumptions regarding unobservable inputs because there is little, if any, market activity in the assets or
liabilities and we may be unable to corroborate the related observable inputs. Unobservable inputs require management
to make certain projections and assumptions about the information that would be used by market participants in pricing
assets or liabilities.

The following methods and assumptions were used to determine the fair value of each class of the following assets recorded at
fair value in the consolidated balance sheet:

Cash equivalents: Cash equivalents primarily consist of money market funds which are classified within Level 1 of the fair value
hierarchy.

Equity securities: The Company’s investments in equity securities are classified within Level 1 of the fair value hierarchy.
Bonds: The Company’s investments in bonds are classified within Level 2 of the fair value hierarchy.

Non-qualified deferred compensation plan investments: The assets of the non-qualified plan are set up in a rabbi trust. They
represent mutual funds and are classified within Level 1 of the fair value hierarchy.

Derivative instruments: Options related to equity securities are marked to market each reporting period and are classified within
Level 2 of the fair value hierarchy.
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Note 14. Fair Value of Financial Assets (continued)

As of March 31, 2018 and December 31, 2017, the fair values of financial assets were as follows.

March 31, 2018 December 31, 2017
Lewvel 1 Lewvel 2 Lewvel 3 Total Level 1 Level 2 Level 3 Total
Assets
Cash equivalents ............c.......... $ 4997 $ - $ - $ 4997 $ 578 $ - $ - $ 5,785
Equity securities:

Consumer goods ..........ccueee.. 2,290 - - 2,290 2,445 - - 2,445
BONdS ....ooeovieiiieee e - 26,767 - 26,767 - 25,901 - 25,901
Options on equity securities .... - 2,173 - 2,173 - 2,018 - 2,018
Non-qualified deferred

compensation plan

investments ..........ccccoeeeeeeeennn. 3,277 - - 3,277 3,459 - - 3,459
Total assets at fair value ........... $ 10564 $28940 $ - $ 39504 $11689 $27919 $ - $ 39,608

There were no changes in our valuation techniques used to measure fair values on a recurring basis.
Note 15. Related Party Transactions

Services Agreement

On September 15, 2017, the Company entered into a services agreement with Biglari Enterprises LLC and Biglari Capital
(collectively, the “Biglari Entities”). The Biglari Entities are owned by Mr. Biglari. The services agreement replaces the shared
services agreement between the Company and Biglari Capital dated July 1, 2013. The services agreement was executed in
connection with a review of the relationships and transactions between the Company and Biglari Capital. After careful
consideration, including an assessment by a public accounting firm of administrative-related costs incurred by the Company in
connection with its investments, the Company’s Governance, Compensation and Nominating Committee, comprised solely of
independent board members, approved the services agreement. Under the terms of the services agreement, the Company will no
longer provide business and administrative-related services to Biglari Capital. Instead, the Biglari Entities will assume the
responsibility to provide the services and the Company will pay a fixed fee to the Biglari Entities.

The services agreement has a five-year term, effective on October 1, 2017. The fixed fee is $700 per month for the first year
with adjustments in years two through five. The services agreement does not alter the hurdle rate connected with the incentive
reallocation paid to Biglari Capital by the Company.

Investments in The Lion Fund, L.P. and The Lion Fund II, L.P.
As of March 31, 2018, the Company’s investments in The Lion Fund, L.P. and The Lion Fund II, L.P. had a fair value of
$918,229.

Distributions from The Lion Fund Il, L.P. were $5,200 and $5,015 during the first quarters of 2018 and 2017, respectively.

As the general partner of the investment partnerships, Biglari Capital on December 31 of each year will earn an incentive
reallocation fee for the Company’s investments equal to 25% of the net profits above a hurdle rate of 6% over the previous high
water mark. Our policy is to accrue an estimated incentive fee throughout the year. The Company did not accrue incentive fees
for Biglari Capital during the first quarters of 2018 and 2017.

Incentive Agreement Amendment

During 2013, Biglari Holdings and Mr. Biglari entered into an amendment to the Incentive Agreement to exclude earnings by the
investment partnerships from the calculation of Mr. Biglari’s incentive bonus. Under the Amended and Restated Incentive
Agreement Mr. Biglari would receive a payment of approximately $13,000 if an event occurred entitling him to a severance
payment.
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Note 15. Related Party Transactions (continued)

License Agreement

On January 11, 2013, the Company entered into a Trademark License Agreement (the “License Agreement”) with Mr. Biglari.
The License Agreement was unanimously approved by the Governance, Nominating and Compensation Committee (comprised
of independent members of the Company’s Board of Directors). In addition, the license under the License Agreement is provided
on a royalty-free basis in the absence of specified extraordinary events described below. Accordingly, the Company and its
subsidiaries have paid no royalties to Mr. Biglari under the License Agreement since its inception.

Under the License Agreement, Mr. Biglari granted to the Company an exclusive license to use the Biglari and Biglari Holdings
names (the “Licensed Marks”) in association with various products and services (collectively the “Products and Services”). Upon
(a) the expiration of twenty years from the date of the License Agreement (subject to extension as provided in the License
Agreement), (b) Mr. Biglari’s death, (c) the termination of Mr. Biglari’s employment by the Company for Cause (as defined in
the License Agreement), or (d) Mr. Biglari’s resignation from his employment with the Company absent an Involuntary
Termination Event (as defined in the License Agreement), the Licensed Marks for the Products and Services will transfer from
Mr. Biglari to the Company, without any compensation, if the Company is continuing to use the Licensed Marks in the ordinary
course of its business. Otherwise, the rights will revert to Mr. Biglari.

If (i) a Change of Control (as defined in the License Agreement) of the Company; (ii) the termination of Mr. Biglari’s
employment by the Company without Cause; or (iii) Mr. Biglari’s resignation from his employment with the Company due to an
Involuntary Termination Event (each, a “Triggering Event”) were to occur, Mr. Biglari would be entitled to receive a 2.5%
royalty on “Revenues” with respect to the “Royalty Period.” The royalty payment to Mr. Biglari would not apply to all revenues
received by Biglari Holdings and its subsidiaries nor would it apply retrospectively (i.e., to revenues received with respect to the
period prior to the Triggering Event). The royalty would apply to revenues recorded by the Company on an accrual basis under
GAAP, solely with respect to the defined period of time after the Triggering Event equal to the Royalty Period, from a covered
Product, Service or business that (1) has used the Biglari Holdings or Biglari name at any time during the term of the License
Agreement, whether prior to or after a Triggering Event, or (2) the Company has specifically identified, prior to a Triggering
Event, will use the name Biglari or Biglari Holdings.

“Revenues” means all revenues received, on an accrual basis under GAAP, by the Company, its subsidiaries and affiliates from
the following: (1) all Products and Services covered by the License Agreement bearing or associated with the names Biglari and
Biglari Holdings at any time (whether prior to or after a Triggering Event). This category would include, without limitation, the
use of Biglari or Biglari Holdings in the public name of a business providing any covered Product or Service; and (2) all covered
Products, Services and businesses that the Company has specifically identified, prior to a Triggering Event, will bear, use or be
associated with the name Biglari or Biglari Holdings.

The Governance, Nominating and Compensation Committee unanimously approved the association of the Biglari name and
mark with all of Steak n Shake’s restaurants (including Company operated and franchised locations), products and brands. On
May 14, 2013, the Company, Steak n Shake, LLC and Steak n Shake Enterprises, Inc. entered into a Trademark Sublicense
Agreement in connection therewith. Accordingly, revenues received by the Company, its subsidiaries and affiliates from Steak n
Shake’s restaurants, products and brands would come within the definition of Revenues for purposes of the License Agreement.

The “Royalty Period” is a defined period of time, after the Triggering Event, calculated as follows: (i) if, following three months
after a Triggering Event, the Company or any of its subsidiaries or affiliates continues to use the Biglari or Biglari Holdings
name in connection with any covered product or service, or continues to use Biglari as part of its corporate or public company
name, then the Royalty Period will equal (a) the period of time during which the Company or any of its subsidiaries or affiliates
continues any such use, plus (b) a period of time after the Company, its subsidiaries and affiliates have ceased all uses of the
names Biglari and Biglari Holdings equal to the length of the term of the License Agreement prior to the Triggering Event, plus
three years. As an example, if a Triggering Event occurs five years after the date of the License Agreement, and the Company
ceases all uses of the Biglari and Biglari Holdings names two years after the Triggering Event, the Royalty Period will equal a
total of ten years (the sum of two years after the Triggering Event during which the Biglari and Biglari Holdings names are being
used, plus a period of time equal to the five years prior to the Triggering Event, plus three years); or (ii) if the Company, its
subsidiaries and affiliates cease all uses of the Biglari and Biglari Holdings names within three months after a Triggering Event,
then the Royalty Period will equal the length of the term of the License Agreement prior to the Triggering Event, plus three
years. As an example, if a Triggering Event occurs five years after the date of the License Agreement, and the Company ceases
all uses of the Biglari and Biglari Holdings names two months after the Triggering Event, the Royalty Period will equal a total of
eight years (the sum of the period of time equal to the five years prior to the Triggering Event, plus three years). Notwithstanding
the above methods of determining the Royalty Period, the minimum Royalty Period is five years after a Triggering Event.
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Note 15. Related Party Transactions (continued)

The actual amount of royalties paid to Mr. Biglari following the occurrence of a Triggering Event (as defined in the License
Agreement) would depend on the Company’s revenues during the applicable period following the Triggering Event, and,
therefore, depends on material assumptions and estimates regarding future operations and revenues. Assuming for purposes of
illustration a Triggering Event occurred on December 31, 2017, using revenue from 2017 as an estimate of future revenue and
calculated according to terms of the License Agreement, Mr. Biglari would receive approximately $20,000 in royalty payments
annually. At a minimum, the royalties would be earned on revenue generated from January 1, 2018 through December 21, 2024.
Royalty payments beyond the minimum period would be subject to the licensee's continued use of the licensed marks.

Note 16. Business Segment Reporting

Our reportable business segments are organized in a manner that reflects how management views those business activities. Our
restaurant operations includes Steak n Shake and Western. The Company also reports segment information for First Guard and
Maxim. Other business activities not specifically identified with reportable business segments are presented in “other” within
total operating businesses. We report our earnings from investment partnerships separate from our corporate expenses. We assess
and measure segment operating results based on segment earnings as disclosed below. Segment earnings from operations are
neither necessarily indicative of cash available to fund cash requirements, nor synonymous with cash flow from operations. The
tabular information that follows shows data of our reportable segments reconciled to amounts reflected in the consolidated
financial statements.

Revenue and earnings (losses) before income taxes for the first quarters of 2018 and 2017 were as follows.

Rewvenue
First Quarter
2018 2017
Operating Businesses:
Restaurant Operations:
SEEAK N SNAKE ...eeiiiiiiiiiiiieeietti et e e e e e e e e e e e e e e e e e e e e e e e aaaaaaaaaaaaaaaaaaaaaans $ 190,293 $ 192,690
RV AT £21S) (=T o o TN 3,641 3,004
Total Restaurant OPEIrAtiONS .......cuueuiiieeeiieiiiiireeeeeessireerreeesssssrrereeeeesasassaereaaeesaasssnsereeeeessnsnsenes 193,934 195,694
[T 65 A CTUT: U o [ 6,547 6,080
IMLAXIIMN <o —————— 1,744 1,619

$ 202,225  $ 203,393

Earnings (Losses) Before
Income Taxes
First Quarter

2018 2017
Operating Businesses:
Restaurant Operations:
SEEAK N SNAKE ..ttt ettt ettt et e ettt e et e et e e be et e e ebe e beeebe e teeebaeareeateeareeateeans $ 992) % 3,352
RV Y] €= o o TP PRSP PPPPPP 374 450
Total Restaurant OPEratiOnS .........c.ueieeiiiiereiiiiieeeesiree e s st e e s sree e e e s saeeeeastareeeaastaeeessnnseeeessneees (618) 3,802
16 A CTUT: [ o R P PO PPPPPPRRN 510 969
1Y I 0 LRSS (217) (324)
(O] 4 =T ST P TSP PPRTOUPPOPROt 139 148
Total Operating Businesses (186) 4,595
Corporate and Investments:
(0] g o To] =1 - TP (3,166) (2,400)
Investment PartNership GAINS .........oovii i 3,495 (24,968)
Total Corporate and INVESTMENTS .......coiuiiiiiiiiiee ettt et e et e et e e aee e neeesaeeeaneeas 329 (27,368)
Interest expense on notes payable and other BOrrOWINGS .........cvevviiiiiiiiiiii e (2,754) (2,824)

$ (2,611) $  (25597)

17



Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
(dollars in thousands except per share data)
Overview

Biglari Holdings Inc. (“Biglari Holdings” or the “Company™) is a holding company owning subsidiaries engaged in a number of
diverse business activities, including media, property and casualty insurance, and restaurants. The Company’s largest operating
subsidiaries are involved in the franchising and operating of restaurants. Biglari Holdings is founded and led by Sardar Biglari,
Chairman and Chief Executive Officer of the Company. The Company’s long-term objective is to maximize per-share intrinsic
value. All major operating, investment, and capital allocation decisions are made for the Company and its subsidiaries by Mr.
Biglari.

On March 5, 2018 the Company entered into an agreement with NBHSA Inc. (“New BH”), a direct, wholly owned subsidiary of
the Company, and BH Merger Company (“Merger Sub”), a wholly owned subsidiary of New BH. Pursuant to the agreement, on
April 30, 2018, Merger Sub merged with and into the Company, with the Company continuing as the surviving corporation and a
wholly owned subsidiary of New BH. Upon completion of the merger, New BH changed its name to “Biglari Holdings Inc.” and
replaced the Company as the publicly held corporation through which our collection of businesses is conducted.

New BH has two classes of common stock designated Class A common stock and Class B common stock. A share of Class B
common stock has economic rights equivalent to 1/5" of a share of Class A common stock; however, Class B common stock has
no voting rights.

As a result of the April 30, 2018 transaction, the current shareholders of the Company became shareholders of New BH and
received, for every ten (10) shares of common stock of the Company they owned on April 30, 2018, (i) ten (10) shares of Class B
common stock of New BH and (ii) one (1) share of Class A common stock of New BH. In other words, shareholders received for
a share of common stock of the Company (i) one (1) share of Class B common stock of New BH and (ii) 1/10" of one share of
Class A common stock of New BH.

Starting on May 1, 2018, the shares of New BH Class A common stock trade on the New York Stock Exchange (“NYSE”) under
the ticker symbol “BH.A,” whereas the New BH Class B common stock trade on the NYSE under the ticker symbol “BH,”
which is the former ticker symbol for the Company’s common stock.

Net earnings (loss) attributable to Biglari Holdings shareholders are disaggregated in the table that follows. Amounts are
recorded after deducting income taxes.
First Quarter

2018 2017

Operating businesses:

RESTAUFANT ...ttt bttt bt bbb s e e b bt s bt bt b £ e R e et e bt e bt eb e e bt et e e bt et et et e nbeets $ (456) $ 2,497

INSUFAINCE ...ttt ettt e ettt e ook et e e e b e et e e aa b bt e e e eab bt e e e sbe e e e e nne e e e s nnneeeannnes 394 626

1Y <o [T SO P PP UP PP PPRTR (168) (208)

(011 1= PRSP RP PRI 102 90
Total OPerating DUSINESSES ........oiiiiiiiiii ittt ettt et e et et e b e e saee e abaeesneeesnbeesnseeanneeans (128) 3,005
(0] o Lo] =1 - PP SUPRPN (2,695) (1,868)
Investment partnership gains (IOSSES) ....cvuuiiiiiiiieiiiiie ettt e e e e s snbaeeeanraeee e e 3,075 (15,207)
Interest expense on notes payable and Other DOITOWINGS .........c.ceivieiiiiriieiie e (2,066) (1,751)

$ (1,814) $  (15,821)

Our restaurant businesses include Steak n Shake Inc. (“Steak n Shake”) and Western Sizzlin Corporation (“Western). As of
March 31, 2018, Steak n Shake comprised 415 company-operated restaurants and 201 franchised units. Western comprised 4
company-operated restaurants and 58 franchised units.

Our insurance business is composed of First Guard Insurance Company and its agency, 1st Guard Corporation (collectively
“First Guard”). First Guard is a direct underwriter of commercial trucking insurance, selling physical damage and nontrucking

liability insurance to truckers.

Our media business is composed of Maxim Inc. (“Maxim”). Maxim’s business lies principally in media and licensing.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

Restaurants

Steak n Shake and Western comprise 678 company-operated and franchised restaurants as of March 31, 2018.

Steak n Shake

Western Sizzlin

Company-  £onchised  COMPAY- Eranchised Total
operated operated
Total stores as of December 31, 2017 ......ccccenennn..... 415 200 4 58 677
Net restaurants opened (closed) ........ccccovvvveevineennn - 1 - - 1
Total stores as of March 31, 2018 .......ccccceeeveeeeeennns 415 201 4 58 678
Total stores as of December 31,2016 ...........ccccocvvvennen. 417 173 3 64 657
Net restaurants opened (closed) ..........cccoevevevieeninnnn. - 9 - 2) 7
Total stores as of March 31, 2017 ..........oooevvvvivviinceennnnn. 417 182 3 62 664
Earnings of our restaurant operations are summarized below.
First Quarter
2018 2017
Revenue
N BT SIS .ottt ettt et et et e e e e e e e e e e e e e eaeeaaas $ 185,571 $ 189,051
Franchise royaltieS and fEES .......ii i 7,102 5,556
(]84 1= g LY=o [ ST TPUUPPPPTPTR 1,261 1,087
T OLAI TEVENUE ..o 193,934 195,694
Restaurant cost of sales
55,928 30.1% 54,401 28.8%
97,815 52.7% 98,347 52.0%
4,607 2.5% 4,550 2.4%
B0 ) £ L eTo 1S A o) 7 L[ 158,350 157,298
Selling, general and administrative
General and admiNISEFALIVE .......cooiiiiiii et 15,087 7.8% 13,952 7.1%
IMIAEKEEING ettt ettt ettt ettt e et e e e e e e e e e e e e e e e e e e e e e e e e e aaaaaaaaaaaaaaaeas 13,593 7.0% 12,435 6.4%
Other expenses ................ 552 0.3% 678 0.3%
Total selling, general and adminiStratiVe ...........cooiiuiiiiiiiiiiiii e 29,232 15.1% 27,065 13.8%
Depreciation and @amMOrtiZatiON ........coooiiiiiiiiiii e 4,784 2.5% 5,249 2.7%
Interest on obligations UNAEr TRASES ........euvuuuiii it e e 2,186 2,280
Earnings (10ss) before iNCOME taXES .....uuuu i (618) 3,802
Income tax exXpense (BENETIL) ..o e (162) 1,305
Contribution tO NEt BAMMINGS . .ocoiiiiiiiii e $ (456) $ 2,497

Costoffood, restaurant operating costs and rent expense are expressed as a percentage of netsales.

Generaland administrative, marketing, otherexpenses and depreciation and amortization are expressed as a percentage of totalrevenue.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

Net sales during the first quarter of 2018 were $185,571, representing a decrease of $3,480 over the first quarter of 2017. The
decreased performance of our restaurant operations was largely driven by Steak n Shake’s same-store sales, which decreased
1.7% whereas customer traffic decreased 7.2% during the first quarter. The term “same-store sales” refers to the sales of
company-operated units open at least 18 months at the beginning of the current period and have remained open through the end
of the period.

In the first quarter of 2018 franchise royalties and fees increased $1,546 or 27.8% compared to those in 2017. The adoption of
the new accounting guidance increased franchise fees and royalties by $2,369. The first quarter of 2017 included $987 in
international decommitment fees. Steak n Shake opened eight franchise units and closed seven franchise units during the first
quarter of 2018. There were 201 Steak n Shake franchise units as of March 31, 2018 compared to 182 franchise units as of
March 31, 2017.

Cost of food in the first quarter of 2018 was $55,928 or 30.1% of net sales compared to the first quarter in 2017 of $54,401 or
28.8% of net sales. The increase during 2018 was attributable to increased costs primarily related to bacon, cheese and beef.

Restaurant operating costs during the first quarter of 2018 were $97,815 or 52.7% of net sales compared to $98,347 or 52.0% of
net sales in 2017. The increase in costs as a percentage of net sales during the first quarter of 2018 compared to 2017 was
principally due to higher wages and benefits.

General and administrative expenses during the first quarter of 2018 were $15,087 or 7.8% of total revenues compared to
expenses in the first quarter of 2017, which were $13,952 or 7.1% of total revenues. The increase in general and administrative
expenses during the first quarter of 2018 compared to 2017 was principally tied to higher recruiting expenses.

Marketing expenses during the first quarter of 2018 were $13,593 or 7.0% of total revenues compared to expenses in the first
quarter of 2017, which were $12,435 or 6.4% of total revenues. The increase in marketing expenses during the first quarter of
2018 compared to 2017 was principally due to the adoption of the new accounting guidance. The new ASC 606 accounting
guidance requires the Company to expense franchise ad funds and recognize franchise fees as revenue instead of marketing
expenses.

Insurance
First Guard is a direct underwriter of commercial trucking insurance, selling physical damage and nontrucking liability insurance

to truckers. Earnings of our insurance business are summarized below.
First Quarter

2018 2017
o = T T IRV 1 =T o USRS SPS $ 6,328 $ 5,907
T LTI (01Tt RS 4,360 3,762
UNJEIWIITING EXPENSES iveiieiieieeitteeesttee e sttt e e s teee e s bteeesbteeeabeeeeaabeeeeaabbea e e bbeeeantbeaeabbeaeanbbeaeanes 1,568 1,258
Pre-taX UNAErWITEING GAIN .....ooiiiiiiiiiiiie ittt s b e e st e e s b e e e s sbeeesnbeeeean 400 887
Other income and expenses
Investment iNCOME and COMIMIUSSIONS .....eciuuireiiiieeieieessieeeessieee e steeeeaseaeeesseeeeesntaeeeseneeeaneneeesnnes 219 173
(O] 1 g L= =y o 1= g LY PRSPPI (109) (91)
BLI0] =L I 0] d g 1= T ot o] o oV SRS PRSPRN 110 82
Earnings Defore iINCOME TAXES .......oiiiiiiiiiiiie et e e e e s sbe e e e s e e s snaeeesnnes 510 969
INCOME TEX EXPENSE ....iieiiieee ettt e e ettt e e e et e e e e e e e e e e e e e e s e e et e e e e e ann e e e e e e e e eannr e e e e e e e e eannnnee 116 343
Contribution tO NEL BAMINGS .....cvviieiciiieicie e st s e e s e e s e e s e e s etr e e e s stbeeessabeeeessaeeessnseeeesnneneenn $ 394 $ 626
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

First Guard’s insurance products are marketed primarily through direct response methods via the Internet or by telephone. First
Guard’s cost-efficient direct response marketing methods enable it to be a low-cost trucking insurer.

Premiums written during the first quarter of 2018 were $6,328, an increase of $421 or 7.1% compared to 2017. Pre-tax
underwriting gain was $400 in the first quarter of 2018 compared to $887 in the first quarter of 2017.

Insurance premiums and other on the statement of earnings includes premiums written, investment income and commissions. In
the preceding table, commissions are included in other income.

Media

Maxim’s business lies principally in media and licensing. Earnings of our media operations are summarized below.

First Quarter
2018 2017
REVENUE ..ottt e e et e et e e et e et et e e e ettt e e e et e e e e e e e r e e —aan $ 1,744  $ 1,619
IMEAIA COSE OF SAIES ... ettt e e e e e et e e ettt e e s e e e eeeeaeaaseannaens 1,517 1,493
General and adminiStrativVe EXPENSES ......cvvervieiuieiiieiiesieesreaeeete e e et e steesbe et esreesreesrbeabeabeenseenees 436 437
Depreciation and amOTtiZALION .............ciueiiiiieiiieie et 8 13
Earnings (10Ss) DEfOre INCOME tAXES .......veviiiiieiiiie et (217) (324)
Income tax exXpense (DENETIL) ........oiii i s (49) (116)
Contribution £0 NEE BAIMINGS .......veieeiiteieeie st eeeie e se ettt e ste s e e eestesaeaneesaesreereeneesaeaneaneeneees $ (168) $ (208)

We acquired Maxim in 2014 with the idea of transforming its business model. The magazine developed the Maxim brand, a
franchise we are utilizing to generate nonmagazine revenue, notably through licensing, a cash-generating business related to
consumer products, services, and events.

We have taken the risk on the belief that the probability for gain in value more than justifies the risk of loss.

Investment Partnership Gains (Losses)

Earnings (loss) from our investments in partnerships are summarized below.

First Quarter
2018 2017
Investment partnership gains (I0SSES) ......ccuueirriiieirieerieeiiesie st eieeseese et e e s e e beesbeesraesreesneeeeeans $ 3495 § (24,968)
TaX eXPENSE (DENETIL)...ciuiiiiiiie et 420 (9,761)
CONtribULION O NET BAIMINGS ..veivvieieeieeeitie ettt e st e st e et e et e st e saeess e e e e teestaestaearaeanaeesees $ 3,075 $ (15,207)

The Company recorded after-tax gains from investment partnerships of $3,075 during the first quarter of 2018 and after-tax
losses of $15,207 during the first quarter of 2017. The volatility of the gains and losses during the various periods is attributable
to changes in market values of investments held by the investment partnerships. The investments held by the investment
partnerships are largely concentrated in the common stock of one investee, Cracker Barrel Old Country Store, Inc.

The investment partnerships hold the Company’s common stock as investments. The Company’s pro-rata share of its common

stock held by the investment partnerships is recorded as treasury stock even though these shares are legally outstanding. Gains
and losses on Company common stock included in the earnings of the partnerships are eliminated.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)
Interest Expense

The Company’s interest expense is summarized below.
First Quarter

2018 2017
Interest expense on notes payable and Other DOrTOWINGS ......cccvvveeiiveeeiiieee e $ 2754  $ 2,824
TAXENETIL ...ttt b ettt et a ettt 688 1,073
INterest eXPENSE NEL OF TAX ..eiuvieiiiiiiie ettt et e et e et e st e e st e e ssteesteeasbeeesseessbeesnbeesnseesnneanns $ 2,066 $ 1,751

Interest expense during the first quarter of 2018 was $2,754 compared to $2,824 for the first quarter of 2017. The outstanding
balance on Steak n Shake’s credit facility on March 31, 2018 was $185,348 compared to $187,548 on March 31, 2017. The
interest rate was 5.40% as of March 31, 2018.

Corporate

Corporate expenses exclude the activities in the restaurant, insurance, media and other companies. Corporate net losses during
the first quarter of 2018 were $2,695 versus net losses of $1,868 during the first quarter of 2017. Legal and professional expenses
associated with shareholder lawsuits and the implementation of dual class stock increased expenses during the first quarter of
2018 as compared to 2017.

Income Tax Expense

Income tax benefit for the first quarter of 2018 was $797 compared to $9,776 for the first quarter of 2017. The Tax Cuts and Jobs
Act was signed into law on December 22, 2017. The U.S. corporate federal statutory income tax rate was reduced from 35.0% to
21.0% for tax years beginning in 2018. The variance in income taxes between 2018 and 2017 is attributable to the reduced
corporate tax rate and taxes on income and losses generated by the investment partnerships.

Financial Condition

Our consolidated shareholders’ equity on March 31, 2018 was $551,707, a decrease of $19,621 compared to the December 31,
2017 balance. The decrease during the first quarter of 2018 was primarily attributable to an increase in treasury stock. The
increase in treasury stock was primarily a result of recording our proportionate interest in 45,302 shares of the Company’s stock
purchased during the first quarter of 2018 by The Lion Fund Il, L.P. under a Rule 10b5-1 trading plan. The shares purchased by
the investment partnership are legally outstanding but under accounting convention the Company’s proportional ownership of
the shares is reflected as treasury shares in the consolidated financial statements.

Consolidated cash and investments are summarized below.

March 31, December 31,
2018 2017
Cash and Cash BQUIVAIBNTS ...........c.couiiuiiiicciee ettt sbe e be e sbeesbeere e $ 45,444 3 58,577
LAY =Y 4 101 L6 28,620 27,752
Fair value of interest in investment PartNerships ........coooeiiiii e e 918,229 925,279
Total Cash aNd INVESTIMENTS ....vviiiiiiiiiiiiieee ettt e e e e e e e e e e eeeeeeeeeeeeeeesessesrssarraaanes 992,293 1,011,608
Less portion of Company stock held by investment partnerships ........ccccoccveeeviieeeeiciieeciiieeeees (372,290) (359,258)
Carrying value of cash and investments on balance sheet ............cccoooiiiiiiiii $ 620,003 $ 652,350
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

Liquidity
Our balance sheet continues to maintain significant liquidity. Consolidated cash flow activities are summarized below.

First Quarter

2018 2017
Net cash provided by (used in) operating aCtiVities ...........cccceivuieiiiiiiii e $ (9,445) $ 9,863
Net cash used in INVESTING ACTIVITIES .........cueiiiiiiiiieiiee e (1,776) (232)
Net cash used in fINANCING ACLIVITIES .......vveieiiiiec et e et e e st e e e e nnnreeeeas (1,947) (16,896)
Effect of exchange rate Changes ON CASN .......cooiuiiiiiiiii e 35 17
Decrease in cash, cash equivalents and restricted Cash ..........cccccovciiiiiiiiiiii i $ (13,133) % (7,248)

Cash used in operating activities was $9,445 during the first quarter of 2018 compared to cash provided by operating activities of
$9,863 during the first quarter of 2017. Net earnings adjusted for non-cash items decreased by $4,669 because of lower revenues
and earnings. Cash used in working capital accounts increased $14,824 primarily due to the timing of the 2017 incentive fee
payment of $7,353.

Net cash used in investing activities during the first quarter of 2018 of $1,776 was primarily due to capital expenditures of
$2,452 and increases of fixed maturity securities (net of maturing securities) of $848 offset by proceeds from property and
equipment disposals of $1,524. Net cash used in investing activities during the first quarter of 2017 of $232 was primarily due to
capital expenditures of $1,990 offset by reductions of fixed maturity securities (net of purchases) of $1,708.

During the first quarter of 2018 and 2017 we incurred debt payments of $589 and $15,570, respectively. Debt obligations were
reduced during 2017 because of additional principal payments on long-term debt.

We intend to meet the working capital needs of our operating subsidiaries principally through anticipated cash flows generated
from operations, cash on hand, existing credit facilities, and the sale of excess properties and investments. We continually review
available financing alternatives.

Steak n Shake Credit Facility

On March 19, 2014, Steak n Shake and its subsidiaries entered into a credit agreement which provided for a senior secured term
loan facility in an aggregate principal amount of $220,000 and a senior secured revolving credit facility in an aggregate principal
amount of up to $30,000. On October 27, 2017, Steak n Shake determined to end the use of its senior secured revolving credit
facility. In 2017, Steak n Shake deposited $8,628 to satisfy required collateral for casualty insurance previously collateralized by
letters of credit issued through the revolving credit facility. The deposits are recorded in other assets as restricted cash in the
consolidated balance sheets.

The term loan is scheduled to mature on March 19, 2021. It amortizes at an annual rate of 1.0% in equal quarterly installments,
beginning June 30, 2014, at 0.25% of the original principal amount of the term loan, subject to mandatory prepayments from
excess cash flow, asset sales and other events described in the credit agreement. The balance will be due at maturity.

Steak n Shake has the right to request an incremental term loan facility from participating lenders and/or eligible assignees at any
time, up to an aggregate total principal amount not to exceed $70,000 if certain customary conditions within the credit agreement
are met.

The interest rate on the term loan was 5.40% as of March 31, 2018.

The credit agreement includes customary affirmative and negative covenants and events of default. As of March 31, 2018, we
were in compliance with all covenants. Steak n Shake’s credit facility contains restrictions on its ability to pay dividends to
Biglari Holdings.

The term loan is secured by first priority security interests in substantially all the assets of Steak n Shake. Biglari Holdings is not
a guarantor under the credit facility. As of March 31, 2018, $185,348 was outstanding under the term loan.

Western Revolver
As of March 31, 2018, Western has $136 due June 13, 2018.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (continued)

Critical Accounting Policies

Management’s discussion and analysis of financial condition and results of operations is based upon our consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States. Certain
accounting policies require management to make estimates and judgments concerning transactions that will be settled several
years in the future. Amounts recognized in our consolidated financial statements from such estimates are necessarily based on
numerous assumptions involving varying and potentially significant degrees of judgment and uncertainty. Accordingly, the
amounts currently reflected in our consolidated financial statements will likely increase or decrease in the future as additional
information becomes available. There have been no material changes to critical accounting policies previously disclosed in our
annual report on Form 10-K for the year ended December 31, 2017.

Recently Issued Accounting Pronouncements

For detailed information regarding recently issued accounting pronouncements and the expected impact on our consolidated
financial statements, see Note 2, “New Accounting Standards” in the accompanying notes to consolidated financial statements
included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Cautionary Note Regarding Forward-Looking Statements

This report includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. In
general, forward-looking statements include estimates of future revenues, cash flows, capital expenditures, or other financial
items, and assumptions underlying any of the foregoing. Forward-looking statements reflect management’s current expectations
regarding future events and use words such as “anticipate,” “believe,” “expect,” “may,” and other similar terminology. A
forward-looking statement is neither a prediction nor a guarantee of future events or circumstances, and those future events or
circumstances may not occur. Investors should not place undue reliance on the forward-looking statements, which speak only as
of the date of this report. These forward-looking statements are all based on currently available operating, financial, and
competitive information and are subject to various risks and uncertainties. Our actual future results and trends may differ
materially depending on a variety of factors, many beyond our control, including, but not limited to, the risks and uncertainties
described in Item 1A, Risk Factors of our annual report on Form 10-K. We undertake no obligation to publicly update or revise
them, except as may be required by law.
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

The majority of our investments are conducted through investment partnerships which generally hold common stocks. We also
hold marketable securities directly. Through investments in the investment partnerships we hold a concentrated position in the
common stock of Cracker Barrel Old Country Store, Inc. A significant decline in the general stock market or in the prices of
major investments may produce a large net loss and decrease in our consolidated shareholders’ equity. Decreases in values of
equity investments can have a materially adverse effect on our earnings and on consolidated shareholders’ equity.

We prefer to hold equity investments for very long periods of time so we are not troubled by short-term price volatility with
respect to our investments. Our interests in the investment partnerships are committed on a rolling 5-year basis, and any
distributions upon our withdrawal of funds will be paid out over two years (and may be paid in kind rather than in cash). Market
prices for equity securities are subject to fluctuation. Consequently the amount realized in the subsequent sale of an investment
may significantly differ from the reported market value. A hypothetical 10% increase or decrease in the market price of our
investments would result in a respective increase or decrease in the carrying value of our investments of $57,456 along with a
corresponding change in shareholders’ equity of approximately 8%.

Borrowings on Steak n Shake’s credit facility bear interest at a rate per annum equal to a base rate or a Eurodollar rate (minimum
of 1%) plus an applicable margin. Interest on the term loan is based on a Eurodollar rate plus an applicable margin of 3.75% or
on the prime rate plus an applicable margin of 2.75%. Interest on loans under the revolver is based on a Eurodollar rate plus an
applicable margin ranging from 2.75% to 4.25% or on the prime rate plus an applicable margin ranging from 1.75% to 3.25%. At
March 31, 2018, a hypothetical 100 basis point increase in short-term interest rates would have an impact of approximately
$1,400 on our net earnings.

We have had minimal exposure to foreign currency exchange rate fluctuations in the first quarters of 2018 and 2017.

ITEM 4. Controls and Procedures

Based on an evaluation of our disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)),
our Chief Executive Officer and Controller have concluded that our disclosure controls and procedures were effective as of
March 31, 2018.

There have been no changes in our internal control over financial reporting that occurred during the quarter ended March 31,
2018 that have materially affected, or that are reasonably likely to materially affect, our internal control over financial reporting.
PART Il OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Information in response to this Item is included in Note 13 to the Consolidated Financial Statements included in Part 1 Item 1 of
this Form 10-Q and is incorporated herein by reference.

ITEM 1A. RISKFACTORS

The following are material changes in the risk factors previously disclosed in the Company’s Form 10-K for 2017.

The Class B common stock may not be attractive as acquisition currency.

We may use shares of Class B common stock from time to time as consideration in connection with the acquisition of other
companies. It is possible that companies that we are interested in acquiring will not agree to accept shares of Class B common
stock because such shares of stock carry no voting rights or because of the then prevailing trading characteristics of such shares.
The trading price for Class A and Class B common stock will depend on a variety of factors.

The trading prices of shares of Class A common stock and Class B common stock will depend on many factors, including the
future performance of Biglari Holdings, general market conditions, market activity in the Class A and Class B shares, the number

of shares of each class outstanding, the relative rights between the two classes of stock, and other pertinent factors. Accordingly,
we cannot predict the prices at which shares of Class A common stock and Class B common stock will trade.
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The issuance of dual stock may negatively affect the decision of institutional investors to invest in the Company, and
could have implications for the inclusion of shares of Class A common stock or Class B common stock in certain stock
indices.

The issuance of dual class stock may negatively affect the decision by certain institutional investors to purchase or hold shares of
the Company’s common stock. The holding of non-voting stock, such as the Class B common stock, may not be permitted by the
investment policies of certain institutional investors or may be less attractive to the portfolio managers of certain institutional
investors. Significant sales of shares of Class A and Class B common stock by investors who receive such shares as part of the
recapitalization may occur if such investors are unwilling, unable or choose not to hold such shares. These sales could depress
trading prices for our common stocks, particularly in the period immediately following the recapitalization. Some stock index
providers have announced decisions to exclude companies with multi-class capital structures or limited public voting rights from
their indices. There can be no assurance that either class of our stock will be listed in the indices.

Potential changes in law or regulations may have a negative impact on our Class A and Class B common stock.

In prior years, bills have been introduced in Congress that, if enacted, would have prohibited the listing of common stock on a
national securities exchange if such common stock was part of a class of securities that has no voting rights or carried
disproportionate voting rights. Although these bills have not been acted upon by Congress, there can be no assurance that such a
bill (or a modified version thereof) will not be introduced in Congress in the future. Legislation or other regulatory developments
could make the shares of Class A common stock and Class B common stock ineligible for trading on the NYSE or other national
securities exchanges. We are unable to predict whether any such legislation or regulatory proposals will be adopted or whether
they will have such effect.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On September 16, 2017, The Lion Fund II, L.P. entered into a Rule 10b5-1 trading plan pursuant to Rule 10b5-1 under the
Securities Exchange Act of 1934, as amended. Under the Rule 10b5-1 trading plan, a broker dealer will make periodic purchases
of up to an aggregate of 110,000 shares of the Company’s common stock on behalf of The Lion Fund II, L.P. at prevailing
market prices, subject to the terms of the Purchase Plan. The trading plan was terminated upon the issuance of dual class stock.

(c) (d)
Total Number of M aximum Number
(a) (b) Shares Purchased as  of Shares That May
Total Number  Average Part of Publicly Yet Be Purchased
of Shares Price Paid Announced Plans Under Plans or
Purchased per Share or Programs Programs
January 1, 2018 — January 31,2018 ...........ccveennen. 20,385 $ 416.34 20,385 62,936
February 1, 2018 — February 28,2018 .......c..c........ 21,439 $ 405.98 21,439 41,497
March 1,2018 — March 31,2018 ......ccoeeiieeinee. 3,478 $ 419.09 3,478 38,019
TOLAL e 45,302 45,302

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM5. OTHER INFORMATION

None.
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ITEM6. EXHIBITS

Exhibit

Number Description

31.01 Certification Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.02 Certification Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.01* Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002.

101 Interactive Data Files.

*  Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

Date: May 4, 2018

BIGLARI HOLDINGS INC.

By: /s/ BRUCE LEWIS

Bruce Lewis
Controller
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EXHIBIT 31.01

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS
ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Sardar Biglari, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Biglari Holdings Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s Board of Directors (or persons performing
the equivalent functions):

(@) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

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

Date: May 4, 2018
/s/ Sardar Biglari
Sardar Biglari
Chairman and Chief Executive Officer
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EXHIBIT 31.02

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS
ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Bruce Lewis, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Biglari Holdings Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s Board of Directors (or persons performing
the equivalent functions):

(@) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

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

Date: May 4, 2018
/s/ Bruce Lewis
Bruce Lewis
Controller
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EXHIBIT 32.01
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 Quarterly Report of Biglari Holdings Inc. (the “Company”) on Form 10-Q for the period ended March 31,
2018 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned certify,
pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

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

/s/ Sardar Biglari

Sardar Biglari

Chairman and Chief Executive Officer
May 4, 2018

/s/ Bruce Lewis
Bruce Lewis
Controller

May 4, 2018
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