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PART I. FINANCIAL INFORMATION
WESTERN SIZZLIN CORPORATION

Consolidated Balance Sheets
SeptembeB0, 2009 and Decemb@, 2008

Assets
Current assets:
Cash and Cash EQUIVAIENTS ..........cocuiiiiiiee et erme ettt emnaes
MONEY MArket INVESIMENIS. ......iviiiii it rtee sttt e eer et sb et e naeas
Trade accounts receivable, net of allowance for doubtful accoun&36f351in 2009
AN $339,752 1N 20Q8........eeetieiiieeiieeeeee ettt ettt e et e e te e s ieaae e beestee e beeaate e bt e taat bt e etee e beeareeenneenaeaeennes
Current installmets of notes receivable, less allowance for impaired note62)9%6in 2009 and 2008........
Other TECEIVADIES. ... ittt ettt et bt eeme et e e e sebee e e be e e e anbeenmmesnneeean
INCOME tAXES TECEIVADIE. ... ittt ettt e et e e s e eebb e e e sab e e e anbe e e s anteeesnenaeeeeas
[L01Y7=T 01 (o (= PSRRI
Prepaid expenses
(D15 (= gg=To I g et g Lo £= D= PRSI
TOUAl CUITENT @SSEES. ..o itiiie ittt eeeie ettt ettt e ettt e eme et e e s bt e e saabee e asbeesamnesbeeesmbbeeesbseeeanseeenmneanee
Notes receivable, less allowance for impaired notes receivab&38®n 2009 and 2008, excluding
CUITENENSTAIIMENTS ...tttk ere e ettt e e e e bt e e e be e e e s e et e e sanbeeeasneeeaasbeeesnsnnnseeesnnneeane
Propery and qUIPMENT, NEBL.......coii ittt eeme e sttt b et eme e
Investment in real estate
Investments in Marketable SECUTTIES. ..........ui i ettt e et e e et ae e e satee e e sneeeas
Investments in marketable securities held by limited partnerships............ccoveiieeeiiciieiii e
Intangible assets, net of accumulated amortizaifd$169,089 in 2009and $73,762 in 2008...
[CToTo o 11/ 1| TP R RPN
Financing costs, net of accumulated amortization1l85%41 in 2009 and $194,639 in 2008....

Investment in unconsolidated JOINt VENTUIE............coiiiiiiiiennciic e
Deferred income taxes...
(@4 a T TS T PP SUPPTUPPIN:

Current liabilities:
Note payableN INE OF CrEAIL...........ceviviiieicecieeetet ettt enes et s b snmes s bbb aese s
Current installments of lorterm debt
ACCOUNES PAYADIE.... ..ottt ettt na e et b e bt b e emenan e sbe e sene s
Accrued eXpenSes AN OtREE.........ccuiiiuiiiii ettt emeer ettt emeer et e et snea
Total CUITENE IADIITIES. ......eiiiiiiic ettt ettt enes

Long-term debt, excluding current iNStallMENLS............ccueiiiiiierri et
Other longterm liabilities
Deferred income taxes......

Redeemable NoNCONTIOIlING INTEIESIS..........iiiiiiiii ettt eme e e

StockholdersO Equity:
Common stock, $0.01 par valuAuthorized 10,000,000 shares; issued and outstandsd@,384in 2009and
2,831,884 QM008.........eeeiitieeeitie e eaeee e ettt e e ettt e e aaet e e e s e aasee e e bt e e et e e e e bt e e e aaabe e e e neeeeanbeeeebbeeesanataeeenareean
Treasury stock, at cost, 9,099 sharesGARand 2008.............eueiiuiiiiiiirere e aieeeerree e seerere e s sbeeesereeesneeeas
Additional paidin capital
Retained earnings (accumulated defiCit)...........coiiiiiiiiieeieiie e
Accumulated other comprehensiessN unrealized holding l0SSES............ccceviveviiieceeiceeieee e,
Total SDCKNOIAEISO EQUILY...........cveviviiieeeectcte ettt ettt ettt en et s e aenans st

September 30, December 31,
2009 2008
(unaudited)
$ 1,538,841 $ 330,99¢
2,176,72! 3,735,82
963,80 1,064,38!
250,73: 198,91.
68,79: 78,98:
82,06¢ 98,36:
69,327 59,12¢
205,46! 133,78!
380,95¢ 494,92¢
5,736,71. 6,195,30
345,77: 449,99(
1,220,56! 1,500,14!
3,745,15: 3,745,15:
1,156,55: 727,72:
28,538,20 15,980,75¢
1,250,91 1,346,23:
4,995,26: 4,995,26:
4,57 5,572
294,15¢ 304,69!
N 665,80!
39,46¢ 36,18(
$ 47,327,32 $ 35,952,82
$ 100,00 $ N
2,495,47 373,92¢
621,42: 812,83¢
1,245,35! 1,423,09:
4,452,25 2,609,851
366,61: 2,833,58
1,419,80! 1,208,14
123,92 N
6,372,59! 6,651,59
14,51987¢ 11,288,68
28,40¢ 28,32(
(90,589 (90,587)
22,296,56 22,235,87
4,426,93: (3,376,05)
(226,45) (785,007
26,434,85 18,012,55
$ 47,327,32 $ 35,952,82

See accompanying notes to consolidated financial statements.



WESTERN SIZZLIN CORPORATION

Consolidated Statements of Operations
Three MonthsandNine MonthsEndedSeptembeB0, 2009 and 2008

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Revenues:
Companyoperated restaurants............cccoocveeereeeeenene $ 3,350,230 % 3,434,03" $ 10,064,35 $ 10,050,43
Franchise Op@tions..........c.ccvviiiiiiiiiees e 843,52¢ 1,001,10: 2,695,28! 3,122,17!
TOtal FEVENUES. ..ot 4,193,76! 4,435,13 12,759,64 13,172,61
Costs and expenséb restaurant and franchise operations:
Companyoperated restauranits food, beverage and labcosts 2,443,97! 2,607,64. 7,376,46 7,410,12
Restaurant occupancy and other...........ccccveivieeeeens 606,91! 629,12! 1,740,38: 1,762,931
Franchise operatior$ direct SUPPOrt..............cceveeveene. 211,89t 309,57( 696,24 923,49:
Subleased restaurant property eXpenses..........c..cee.... N 362,76t N 427,25
COorporate EXPENSES........cuvvveeirureeeeeeeeeeereeee e eireeeee 359,85¢ 725,69: 1,210,07 1,641,38!
Depreciation and amortization eXpense.............cc...o..... 93,057 258,06: 286,20¢ 786,67¢
Corporate litigation fees and expenses.............cccceeeu. 5,22 4,05¢ 35,41° 162,82(
Total costs anéxpensesl restaurant and franchise operati 3,720,92 4,896,91. 11,344,78 13,114,69
Equity in income of joint VeNtUre...........ccocvveeviiecieeenieene 80,30¢ 43,25¢ 219,46: 150,58¢
Income from restaurant and franchise operations... 553,14 (418,519 1,634,32( 208,50¢
Investment advisory fee iNnCOMe.........cccevvvviiiiicccceninieene 101,60( 124,02: 286,71( 124,02
Net realized gais(los®9 on sales of marketable securities 588,29: 24,12 1,123,81! (15,730
Net unrealizedjains(losse$ on marketable sedities held by
limited partnership..........cccccovvieiiiiiies e 5,482,39 3,255,46! 8,931,32 (3,187,65))
Amortization expens®investmenbperations..................... (33,810 N (95,327 N

Reimbursements xpenseyof investment activities, including
interest of $16,706and $80,374for thethreemonth periodsand
$49,272and 84,060for theninemonth periodended

SeptembeB0, 20® and 2008respectively (212,009 174,31¢ (475,54°) (794,35Y)
Purchase obligation adjustment...........c.cccvvviieenniennneene (253,411 N (245,77)) N
Income (bsg from invesmentoperations................... 5,673,05: 3,577,93. 9,525,19:i (3,873,71))
Other income (expense):
INtErest EXPENSE......cviiiieei e (14,100 (15,82 (45,56¢€) (70,027
INtEreSt INCOMEB....uuiiiiiiiieieieeeeeee e eeeaees 32,49: 69,80: 103,70: 102,16¢
Other, NEL ... v (47¢) (74) 28,67( 118
Total other iNCOMENEL..........cooeviiiviiiiie e 17,911 53,90( 86,80¢ 32,26¢
Income (loss) before income tax expe(tsenefit)...... 6,244,11 3,213,31. 11,246,32. (3,632,94)
Income tax expense (benefit):
CUITENL. ... veeee et seenes s enenans 11,537 (19,87)) 34,75! (5,256
(DY (=T (=10 SR 673,06: (57,96¢) 1,033,41. (161,009
Total income tax expense (benefit)...........c.ccoevvenee. 684,59¢ (77,849 1,068,16! (166,267)
Netincome (I0SS)......cccvviriieeiiiie e 5,559,51! 3,291,15 10,178,15 (3,466,68)
(Ircome) losses attributable to redeemable noncontrol
INEEIESES...cvvviieee et (1,981,05) (351,44, (2,375,17) 599,38

Net income (lossattributable to Western Sizzlin Corporatio $ 3,578,46. $ 2,939,71: % 7,802,980 $ (2,867,3@)
Earnings (loss) per share (basic and diluted):

DASIC. .ot $ 1.2¢ $ 1.04 % 278 $ (1.09
Net income (loss) attributable to Western Sizzlin Corpordii
iUt ..o $ 1.2¢  $ 1.0 8 278 $ (1.04)

See accompanying notes to consolidated financial statements.



Balances, December
31, 2008......c.ccccvveerirns

Net income attributable
to Western Sizzlin
Corporation..................
Change in unrealized holdir
lossesnet of tax benefit
of $129,718
Comprehensive income..
Stock options exercised..
BalancesSeptembeB0,
2009.....cccieieieeine

WESTERN SIZZLIN CORPORATION

Consolidated Statement of Changes in StockholdersO Equity
Nine Months Ende®eptembeB0, 2009

(Unaudited)
Retained Accumulated
Additional Earnings Other
Common stock Treasury stock Paid- (Accumulated Comprehensive
Shares Dollars Shares Dollars in Capital Deficit) Income (Loss) Total
2,831,88 28,32( 9,09¢ $ (90,587 $ 22,23587 $ (3,376,05) $ (785,000 $ 18,012,55
N N N N N 7,802,981 N 7,802,98
N N N N N N 558,54t 558,54t
8,50( 85 N N 60,69( N N 60,77¢
2,840,38 2840t 9,09¢ $ (90,587 $ 22,296,56 $ 4,426,93 $ (226,45) $ 26,434,85

See accompanying notes to consolidated financial statements.



WESTERN SIZZLIN CORPORATION

Consolidated Statements of Cash Flows
Nine Months EndeseptembeB0, 2009 and 2008
(Unaudited)

Cash flows from operating activities:
NEEINCOME (IOSS). ..ttt ettt et et b e e et s b e e be e e bt seb e et e e s imemt e bt e seb e e b e e saneenes

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities:
Restaurant and franchisetivities:

Depreciation and amortization of property and equUIPMENt ..........cocveriiirericiiieiie e
Amortization of franchise royalty contracts and other assets.
AMOTrtization Of fINANCE COSES......c.uiiiiiiiiii ettt steer et
Provision for doubtful @CCOUNTS........coiuiiiiiiii et
Equity in income of unconsolidated joint venture, net of distributions

of $230,000in 2009and 50,000 iN 2008.........cceetirtieiiiiieeeeeiie e eie e eteee et ee e b nne e emen
Provision for deferred income taxes (DENEFIL)..........cc.oiiiiiiiimmiiiicc e
(Increase) decrease in current assedsadner assets
Increase (decrease) in current liabilities and other liabilities..............c.ooiieeiiiici e

Investmenbperations
Change in money mMarket iNVESIMENTS...........cuiiiiiiiieeieiiee ettt eme s
Realized (gains) kEses on sales of marketable securities,.net...
Unrealized (gaing losses on marketable securities,.net............c.ccccceevveee.
Amortization expense of investment management customer relationships..
Proceeds from sale$ marketable securitigseld by limited partnerships.........
Purchases of marketable SeCUriies...........ccccovuiiiieeniiiiicniec e
Decrease in due to broker...........
Change in purchase OblIgatioN.............coiiiiiiiee e e e
Provision for defEred INCOME TAXES ... ..o uiiiiiiii ettt eee et e e st e e s sat e eeme e beeeeenreee s
Decrease in CUTeNt IADIlIIES. ........oveiiiiie ettt ettt e et e e e e e nbe e e snnnee e e

Net cash provided by (used in) operating aCtiVIties.............oocieiiiecmnienieie e

Cash flows from investing activities:
Additions to property and EQUMENT.........cocuiiiiiiiie et e
Purchases of marketable SECUTILES. .........ccviiiiiiierei ettt
Purchase of Mustang Capital Advisors, LP, net of cash acquired of $10,219..........ccceevieeaceiiiennieee e,
Net cash used in INVESING ACHIVILES. .........ooiviiiiiii i

Cash flows fron financing activities:
Cash received from exercise Of StOCK OPHIONS. ........ciuiiiiiiiieeit ettt emeee s
Proceeds from issuance of IGMIM debt...........ccciiiiiiiiiie e
Payments on lonterm debt.
Proceeds from (payments on) line of credit DOrrOWIMEL.............ooiiiiiii e
Capital contributions from noncontrolling interests
in limited PartNErShiRSIEL ... ..ot s

Net cash provided by finaNCING ACHIVILIES. ........cccuiiiiiiiiiieee e
Net increasén cash and cash eqUIVAIENLS............coiiiiiiiieei it

Cash and cash equivalents at beginning of the periad..............ccciieeiiiiiiiici e
Cash and cash equivalents at end of the PEHO...........cocuiiiiiecmiiiii e

Supplemental disclosure of cash flow information:
Cash PaYMENES fOF IMEST.........uiie i eee ettt et e et e e st e e e sabb e e s amnesseeesntbeeesnneeeesbneeeamnnnes

Income taxes paid, Net Of rEfUNGS..........ociiiiiii et
Non-cash investing and financing activities:

Gross mrealized (gains) losses from marketable equity SECUTITIES...........oviiiiiiiceeiiii e,

Issuance of common stock for Maikele SECUTLIES..........ciiiiiiiiiiiccee e

Issuance of common stock for ownership interest in Mustang Capital Advisors,.LP............cccccooeeeiienne

Nine Months Ended

September 30,
2009 2008
10,178,15 $ (3,466,68)
284,16! 311,44
N 472,72:
1,00z 2,507
15300C 90,58(
10,53¢ (585)
1,033,41. (206,30
(58,699 138,86t
(359,48)) 495,84
1,063,93 1,305,081
1,559,09: 970,52
(1,123,81) 15,73(
(8,931,32) 3,187,65!
95,32; N
8,314,50! 4,293,83
(10,816,82) (5,943,63)
N (290,41)
245,77: (18,279
N 45,29¢
N (128,80)
(10,657,26) 2,131,91!
584,83 (29,687
(4,589 (22,50%
N (803,31,
N (379,87)
(4,587 (1,205,69)
60,77¢ 165,14t
N 2,641,22!
(345,42) (92,959
100,00( (2,000,00)
812,23 540,00(
627,58¢ 1,253,41.
1,207,84: 18,03¢
330,99¢ 727,37t
1,538,84 $ 745,41
9543: $ 154,84¢
19,88 $ 27,50¢
428,82¢ $ N
N $ 800,74«
N $ 855,54¢

See accompanying notes to consolidated financial statements.
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WESTERN SIZZLIN CORPORATION

Notes to Consolidated FinaatiStatements
Nine Months Ende®septembeB0, 2009 and 2008
(Unaudited)

Introduction and Basis of Presentation

Western Sizzlin Corporation is a holding company which owns a number of subsidiaries, with its primary business activi
conducted througWestern Sizzlin Franchise Corporation and Western Sizzlin Stores, Inc, which franchise and operate
restaurants. Financial decisions are centralized at the holding company level, and management of operating businesses
decentralized at the business ueitel. The CompanyOs prime objective centers on achieving-abensge returns on

capital in pursuit of maximizing the eventual net worth of its stockholders. While the Company has historically been
principally engaged, and intends at this time to rempaimcipally engaged, in franchising and operating restaurants, it has
recently made selective investments in other companieSeptembeB0, 2009, the Company h&sb franchised, 5
Companyoperated and 1 joint venture restausapgerating in 19 states.

The consolidated financial statements include the accounts of Western Sizzlin Corporation and itewrredly

subsidiaries, Western Sizzlin Franchise Corporation, The Western Sizzlin 8tore¥/estern Sizzlin Stores of Little
Rock,Inc., Austins of @naha,Inc., Western Investmentsic., Western Propertiebjc., a majorityowned limited

partnership, Western Acquisitions, L.P., a scl@lyned limited partnership, Western Real Estate, MRestern Mustang
Holdings, L.L.C, a majorityowned limited lidility company, Mustang Capital Management, L.L.C., a majavyed

limited partnership, Mustang Capital Advisors, L.P., and two limited partnerships, Mustang Capital Partners I, L.P. and
Mustang Capital Partners Il, L.Rcollectively the Company). ABignificant intercompany accounts and transactions have
been eliminated in consolidation.

The accompanying unaudited consolidated financial statements of Western Sizzlin Corporation, (the OCompanyQ) have
prepared in accordance with accounting pritesgenerally accepted in the United States of America for interim financial
reporting information and the instructions to Far@Q and Article1l0 of Regulation SX. Accordingly, they do not include

all of the information and notes required by accounpngciples generally accepted in the United States of America for
complete financial statements. In the opinion of management, all material reclassifications and adjustments, consisting ¢
normal recurring accruals, considered necessary for a fair présembthe results of operations, financial position and cash
flows for each period shown have been included. The unaudited consolidated financial statements and notes are preser
permitted by Formi0-Q and do not contain certain information includedhe CompanyOs annual consolidated financial
statements and notes. For further information, refer to the consolidated financial statements and notes thereto included
CompanyOs annual report on FAMK for the year ended Decemi®st, 2008.

Summary of Significant Accounting Policies

In June 2009, the Financial Accounting Standards Board (OFASBO) approved its Accounting Standards Codification (O
ASCO) (formerly SFASI0.168,The FASB Accounting Standardedification and the Hierarchy of éerally Accepted
Accounting Principlel a replacement of FASB Statement No.)1@he codificatioris the source of authoritative GAAP
recognized by the FASB to be applied by nongovernmental entRieles and interpretive releases of the SEC under
auttority of federal securities laws are also sources of authoritative GAAP for SEC regis@artise effective date of

SFAS No. 168, the codification supersgd# thenexisting nonRSEC accounting and reporting standardl.other non
grandfathered neSEC accounting literature not included in the codification will become nonauthoritatieecodification

is effective for financial statements issued for interim and annual periods ending after September 45 2238dopted

by the Companyor the peiods ended September 30, 200%he codification did not have a material impacttos
consolidatedinancial statements.

Effective Januaryl, 2008, the Company adopted the provisionBAEB ASC 820, (formerltatement of Financial
Accounting Standals No.157, Fair Value Measurementsor financial assets and liabilitiesFASB ASC 820defines fair
value, establishes a framework for measuring fair value and expands disclosures about fair value mea$tASRekEC
820applies under other accoumgi pronouncements that require or permit fair value measurements, the FASB having
previously concluded in those accounting pronouncements that fair value is the relevant measurement attribute. Accordi
FASB ASC 820does not require any new fair valueasurementsn the first quarter of 2009, using the transition provision
contained in FASB ASC 8200, (formerlyFSP FAS 1572, Effective Date of FASB Statement 18 Companydopted the
guidance in FASB ASC 820 fdts nonfinarcial assets and liabiiés that are measured on a fregurring basisThe
nonfinancial assets for whithe Companyleferred adoption include goodwill and leliged assets. As dbeptember 30,

7



2009, the Company does not have any significantreoarring measurements of nordircial assets and nonfinancial
liabilities.

In the first quarter of 20Q0%he Company adoptddASB ASC 80510 andFASB ASC 816010-65 (formerly Statement of
Financial Accounting Standards NB11(R),Business Combinationand Statement of Financial Accdiny Standard

No. 160,Noncontrolling Interest in Consolidated Financial Statements, an amendment &BB. FASB ASC 80510
andFASB ASC810-10-65 significantly changed the accounting for and reporting for business combinations and
noncontrolling (nnority) interests in consolidated financial statemelR&SB ASC 80510 and FASB ASC 8141.0-65were
effective for the first fiscal period beginning on or after Decemibe2008. FASB ASC 80510 will impact the Company if

it completes an acquisition obtains additional minority interests after the effective date. FASB AS€188% amends
previously issued guidance to establish accounting and reporting standards for the noncontrolling interest in a subsidiary
for the deconsolidation of a subsidia®ymong other requirements, this statement requires that the consolidated net income
(loss) attributable to the parent and the noncontrolling interests be clearly identified and presented on the face of the
consolidated statement of operations. The redelenmaimcontrolling interests reported in the consolidated balance sheet
represent limited partner ownership in investment fund subsidiaries consolidated into the CompanyOs financial statemel
The limited partnership agreements of these funds containrcestlemption features that are not solely within control of the
Company. As such, in accordance with FASB ASC-48(formerly EITF Topic NoD-98), the redeemable noncontrolling
interests are classified outside of stockholdersO equity in the accompamgolidated balance shed@®rtain

reclassifications resulting from the adoption of FASB ASC-80®5 and FASB ASC 4800 have been made to the 2008
amounts to conform to the current yearOs presentation.

In the first quarter of 200%he Company adoptl FASBASC 81510-65 (formerlyStatement of Financial Account Standards
No. 161, Disclosures about Derivative Instruments and Hedging Actifities Amendment of FASB Statement N&8).

FASB ASC81510-65 requires entities to provide greater transparemut (a)how and why an entity uses derivative
instruments, (bhow derivative instruments and related hedged items are accounted for and its related interpretations, an
(c) how derivative instruments and related hedged items affect an entityOs fipasitiah, results of operations, and cash
flows. FASB ASC 81510-65waseffective for fiscal years and interim periods beginning after Novedhe2008The

adoption of FASB ASC 8140-65 did not impact the CompanyOs consolidated financial statements.

In the first quarter of 2008he Company adopted FASB ASC 330 and FASB ASC 2730-50 (formerlyFASB Staff

Position N0.142-3, Determinatiorof the Useful Life of Intangible Asspt$ASB ASC 35630 and FASB ASC 2730-50

amend the factors that should tonsidered in developing renewal or extension assumptions used to determine the useful
of a recognized intangible asset and requires enhanced related discla$wrasloption of FASB ASC 3580 and FASB

ASC 27510-50 did not impact the Company@ssolidated financial statements.

In the second quarter of 2009, the Company adopted FASB AST®BED (formerlyFASB Staff PositiorFAS 1574,
etermining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significamtégd2e and
Identifying Transactions That Are Not OrdeflyFASB ASC 82010-65 provides additional guidance for estimating fair

value when the volume and level of activity for the asset or liability have significantly decreased and also includes guida
on identifying circumstances that indicate a transaction is not orderly for fair value measurgéimeatioption of FASB

ASC 82010-65 did not impact thdetermination of fair value or reporting of its financial results.

In the second quarter of 2009¢tBompany adopted FASB ASC 320-65 (formerlyFASB Staff PositiorFAS 1152 and

FAS 1242, Recognition and Presentation off@r-ThanTemporary Impairmen@. This FASB ASCamends previously
issued guidance to malkiee otheithantemporary impairmentsujdance more operational and to improve the presentation of
otherthantemporary impairments in the financial statementsSB ASC 320-10-65 replace the existing requirement that

the entityOs management assert it has both the intent and ability to inopcimed debt security until recovery with a
requirement that management assert it does not have the intent to sell the security, and it is more likely than not it will nc
have to sell the security before recovery of its cost ba8iSBFASC 320-10-65 provides increased disclosure about the credit
and noncredit components of impaired debt securities that are not expected to be sold and also requires increased and |
frequent disclosures regarding expected cash flows, credit losses, and an agingt@fssedir unrealized losses. Although
FASB ASC32010-65 does not result in a change in the carrying amount of debt securities, it does require that the portiol
an otherthantemporary impairment not related to a credit loss for a-teefdaturity sectity be recognized in a new

category of other comprehensive income and be amortized over the remaining life of gecdaht asan increase in the
carrying value of the security ASSB ASC 320-10-65 waseffective for interim and annual perioesding afer Junel5, 2009.

The adoption of FASB ASC 3200-65 did nothave a significant impact on the determinatomeporting of its financial
resultsbut did result in additional disclosures
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In the second quarter of 2009, the Company adopted FASB AST®E5 (formerlyFASB Staff PositiorFAS 1071 and
APB 281, Interim Disclosures about Fair \ige of Financial InstrumenjgSee Note 11). FASB ASC 82%-65required an
entity to provide interim disclosure about the fair value of all financial instruraewt$o include disclosures related to the
methods and significant assumptions used in estimating those instrum&s.ASC 82510-65 waseffective for interim
and annual periodsnding after Jun&5, 2009.

In the second quarter of 2009, the Compahypged the provisions of FASB ASC 888, (formerly $AS No. 165
Subsequent Event$ASB ASC 85510 requires management to evakiatibsequent everttsrough the date the financial
statements are either issued, or available to be issued. Companiepiassl @ disclose the date through whithsequent
eventshave been evaluatedfASB ASC 85510 waseffective for interim or annual financial periods ending after June 15,
2009. The adoption dFASB ASC 85510 did not have a material effect on tBempanyOs financial statements and related
disclosures.

Investments in Marketable Securities

Investment and capital allocation decisions of Western Sizzlin Corporation and Western Acquisitions, LP are made by
Mr. Sardar Biglari, the CompanyOs Chairman@imieéf Executive Officer For investment decisions for Western Sizzlin
Corporationthe Board of Directors for Western Sizzlin Corporatias delegated limited authoritycludng the authority to
borrow funds in connection with making investments in ratakle securities or derivative securitidghe holding company
level, subject to Board reporting requirements and various limitatisef the date of this filing, MBiglari has authority

to manage surplus cash up to $10 million, and in additisabthority to borrow a maximum of $5 million. The Company
has a margin securities account with a brokerage firm. The margin account bears interest at the Federal Funds Target F
quoted by the Wall Street Journal, plus .5%, or approximately .75% as déth of this report, with the minimum and
maximum amount of any particular loan to be determined by the brokerage firm, in its discretion, from time to time. The
margin loan balances SeptembeB0, 2009 and 2008 were $0. The collateral securing thgimbrans are the CompanyOs
holdings in marketable securities. The minimum and maximum amount of any particular margin may be established by t
brokerage firm, in its discretion, regardless of the amount of collateral delivered to the brokerage filva aokerage firm
may change such minimum and maximum amounts from time to fitneBiglari has full capital allocation decisions over
Western Acquisitions, LP.

The noncontrolling interest holder in Mustang Capital Advisors, LP and Mustang Capitajdfaent, LLC, habeen
delegatedauthority to manage the investments in these particular Funds.

In the normal course of business, substantially all of the CompanyOs securities transactions, money balances and secu
positions are transacted with a brokBhe Company is subject to credit risk to the extent any broker with whom they condu
business is unable to fulfill contractual obligations on their behalf. The Company monitors the financial conditions of suc
brokers and does not anticipate any lo$e@m® these counterparties.

¥  Marketable Securities held by Western Sizzlin Corporation (the holding company)

Marketable equity securities held by Western Sizzlin Corporation (the holding company) are held for an indefinite period
thus are classifieds availabldor-sale. Available€for-sale securities are recorded at fair value in Investments in Marketable
Securities on the consolidated balance sheet, with the change in fair value during the period excluded from earnings an
recorded, net of tax, @ascomponent of other comprehensive income (loss). Substantially all of the marketable securities h
by Western Sizzlin Corporation have been in a continuous loss positiapdoyximateljtwelve months as oSeptembeB0,
20009.



Following is a summary aharketable equity securities held by Western Sizzlin Corporation (the holding company) as of
SeptembeB0, 2009 and Decemb@i, 2008:

Gross Gross
Unrealized Unrealized
Cost Gains Losses Fair Value
SeptembeB0, 2009.............. 3
Itex Corporatia ............ $ 1,487,63. $ N $ (345,81) $ 1,141,81.
Othel oo 25,09 N (10,3B) 14,73¢
$ 151278 $ N $ (356,15) $  1,156,55:

December31, 2008.............

Itex Corporation........... $ 148763 $ N s (771,86) $ 715,76
Otherl...cvoeeveeeeeeeenn 25,09! N (13,136 11,95’
$ 1512720 $ N $ (785,000 $ 727,72:

There were no realized gains or losses from marketable equity securities held by Western Sizzlin Corporation (the holdil
company) for the threer ninemonths ende&eptembeB0, 20090r 2008.

On a quarterly basis, the Company performs an assessment to determine whether there have been any events or econc
circumstances to indicate that a marketable equity security with an unrealized loss has suffetbdretmporary
impairment,pursuant to FASB ASC 3200-65 (formerly FSP FAS 113 and FAS 12®). Western Sizzlin CorporationOs
(the holding company) investments in Itex Corporation account for substantially all of its unrealized losses at September
2009 and December 31, 200Bnrealized losses on the investments in Itex Corporation did not occur until August 2008. In
managementOs judgment, the future earnings potential and underlying business eacsfavicable and the Company
intends to hold this position for the loreyn.

¥  Marketable Securities held by Western Acquisitions, LP

Western Investmentfnc., a Delaware corporation and whetiwned subsidiary, serves as the general partner of Western
Acquisitions, LP, a Delaware limited partnership that operates agatepmvestment fund. Through Western
Investmentsinc., Mr. Biglari operates as the portfolio manager to the fund. Cash contributions from outside investors of $
and $540,000 for theinemonths ende&eptembeB0, 2009 and 2008, respectively, were mgdthe limited partnership.

As of SeptembeB0, 2009 and Decembgt, 2008, Western Investmenis¢c. owned 853% of Western Acquisitions, LP. As
such, Western Acquisitions, LP has been consolidated into the accompanying financial statem#raslwn® ownership

by noncontrolling limited partners presented as redeemable noncontrolling interests on the accompanying consolidated
balance sheets totalin@ $16,454and $1,396,092 as 8eptembeB0, 2009 and Decemb@t, 2008, respectively, pursuant

to FASB ASC 81020 (formerlyEITF 0405 bDetermining Whether a General Partner, or the General Partners as a Group.
Controls a Limited Partnership or Similar Entity When the Limited Partners have Certain Limited)Rights

Western Acquisitions, LP is consider, for GAAP purposes, an investment company under the AICPA Audit and
Accounting Guiddnvestment Companie¥he Company has retained the specialized accounting for Western Acquisitions,
LP pursuant t&-ASB ASC 81010-25 (formerly EITF Issue N0o85-12, Reention of Specialized Accounting for Investment in
Consolidation. As such, marketable equity securities held by Western Acquisitions, LP are recorded at fair value in
Investments in Marketable Securitiesld by limited partnershipsvith unrealized gamand losses resulting from changes in
fair value reflected in the Consolidated Statements of Operations.

As of SeptembeB0, 2009, Western Acquisitions, LP oeaha total of 1,553,545 shares of The Steak n Shake Cor@ysan
common stock.

Following is a sumtmary of marketable equity securities held by Western Acquisitions, LPSeptédmbeB0, 2009 and
DecembeBl, 2008:
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As of September 30, 2009 As of December 31, 2008

Cost Fair Value Cost Fair Value
The Steak n Shake Co........ $ 19,15941 $ 18,28522 $ 19,15941 $ 9,243,59:
(O] 1 g 1=] A 139,88: 154,24 139,88 80,73
Total marketable equity
SECUNtIES....vveieeiiiiviieieeees $ 19,299,29 $ 18,439,460 $ 19,299,29 $ 9,324,33I

Net realized gains (losses) and net change iealized gains (losses) from marketable equity securities held by Western
Acquisitions, LP were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008

Realized gains..................... $ N $ N $ N $ N
Realized losses.................... N N N (39,852
Net realized gains (losses) on

sales of marketable securiti N N N $ (39,85:
Net unrealized gains (losses)

marketable securities...... $ 4,791,59. $ 3,597,20. $ 9,115,13 $ (2,845,923

The limitedpartrers of Western Acquisition&P can redeem their investments after two years from contribution dates.
Pursuant to aequestor redemption from certailmited partners of Western AcquisitionsP, subsequent to September 30,
2009, an irkind stock distfbution was made to such limited partners having an aggregate value of approximately $1.36
million.

¥  Marketable Securities held by Mustang Capital Advisors, LP

Western Mustang Holdings, LLC owns a 50.5% controlling interest in Mustang Capital ANBEOMCAORN a 51%
controlling interest in its general partner, Mustang Capital Management(@1CM O)

MCM owns a 1% interest in, and serves as general partner of MCA. M&£eisistered investment advisord serves as
the investment advisootand the general partner, dustang Capital Partners I, LP and Mustang Capital Partners II, LP (the
"FundsO). The Funds are private investment funds organized for the purpose of trading and investing in securities.

As of Septembe80, 2009 and Decereb31, 2008 MCAOswnership interest in theunds wa®.8% and 5.0%, respectively,
with the remaining interests in the Funds held by various limited partners who are unrelated to the Company. The comb
equity of the unrelated limited partners in thenfis totale®7.26 and 95.0% of the net assets of the Funds as of September
30, 2009 and December 31, 2008, respectively. As a result of the significant investments in the Funds by these limited
partners, as well as the 49.5% raontrolling interest ifMCA and the 49% nowontrolling interest in MCM (which owns

1% of MCA), the Company owned approximat&ly% of the combined net assets of the Funds as of September 30, 2009
and December 31, 2008. However, through its majority interest in MCA, the GPaetradr of the Fundthe Company
controls the investments and operations of the Funds. As such, the balance sheets of the Funds and the results of their
operations are included in the accompanying consolidated financial statements purA&8H20 (formerly EITF 0405
bDetermining Whether a General Partner, or the General Partners as a Group, Controls a Limited Partnership or Simila
Entity When the Limited Partners have Certain Limited Rjghts

The assets of the Funds consist primarily of manayket investments totalin@# 76,728and $3,735,821 as &eptember
30, 2009 and December 31, 2008, respectivedprésentind 00% of theamounts included in theompany's consolidated
balance sheets undgroney market investments as of each balaneetstiate), and of marketable securities totaling
$10,098,740and $6,656,428 as SeptembeB0, 2009 and December 31, 2008, respectivedprésentin@5% and42%,
respectively, of thamounts included in th@ompany's consolidatdzhlance sheets undeethine itemQnvestments in
marketable securitidseld by limited partnershi@iat each balance sheet date).

The combined equity of the unrelated limited partners in the Famdishe norcontrolling interestén MCA and MCM
totaled 9.1,803,421and $9892,589 as oSeptembeB0, 2009 and December 31, 2008, respectively, and is included in
redeemable noncontrolling interests in the accompanying consolidated balance sheets
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Western Mustang Holdings, LLC, is, for GAAP purposes, an investment compaaythad\ICPA Audit and Accounting
Guidelnvestment Companieshe Company has retained the specialized accounting for Mustang Capital Advisors, LP
pursuant td&-ASB ASC 81010-25 (formerlyEITF Issue N085-12, Retention of Specialized Accounting for Inuestt in
Consolidation. As such, marketable equity securities held by Mustang Capital Advisors, LP are recorded at fair value in
Investments in Marketable Securitiesld by limited partnershipsvith unrealized gains and losses resulting from changes in
fair value reflected in the Consolidated Statements of Operations.

Following is a summary of marketable equity securities held by Western Mustang Holdings, LLSepsenfibeB0. 2009
and Decembesl, 2008:

As of September 30, 2009 As of December 31, 2008
Cost Fair Value Cost Fair Value
The Steak n Shake Co........ $ 1,811,200 $ 2,059,750 $ NN $ N
(O] 1 g 1=] A 8,530,19: 8,038,99I 6,621,65! 6,656,42
Total marketable equity
SECUNtIES....vveieeiiiiriieieeees $ 10,341,39 $ 10,098,74 $ 6,621,68 $ 6,656,42

Net realized gains (losses) and net change in unrealized gains (losseshioethenths ende&eptember 3@®009, from
marketable equity securities held by Mustang Capital Advisétrsyere as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008

Realized gains..........cccc....... $ 617,29¢ $ 52,21C $ 1,263,57. % 52,21(
Realized losses.................... (29,00¢6) (28,089 (139,75) (28,088
Net realized gains (losses) on

sales of marketable securiti 588,29 $ 24,12 1,12381' % 24,12
Net unrealized gains (losses)

marketable securities...... $ 690,80 $ (341,73) $ (183,819 $ (341,732

Stock Options

The Company has two stock option plans: the 2008kSBption Plan and the 2004 N@mployee DirectorsO Stock Option
Plan. The 1994 Incentive and Ngnalified Stock Option Plawasterminated in 2008 with the exercise of all outstanding
options under this plan during year ended Decer@beP008. Under th2005 and 2004 Plans, employees and directors may
be granted options to purchase shares of common stock at the fair market value on the date of the grant.

Options granted under the 2005 and 2004 Plans vest at the date of the grant. The fair valueptibeaaivard is estimated

on the date of grant using the BlaBkholes optiopricing model. Assumptions utilized in the model are evaluated and
revised, as necessary, to reflect market conditions and experience on the respective dates of grarfreEnatesist rate

for periods within the contractual life of the option is based on the U.S. Treasury yield curve in effect at the time of the gi
Expected volatilities are based on the historical volatility of the CompanyQOs stock for a periodtaguetpected term of

the options. The expected term of the options represents the period of time that options granted are outstanding and is
estimated using historical exercise and termination experience.

Prior to the adoption dFASB ASC 718 (former\5FAS No.123R), the benefit of tax deductions in excess of recognized
stock compensation expense was reported as a reduction of taxes paid within operating cdSASBWSC 718equires
that such benefits be recognized as a financing cash flow. Thetbefefix deductions in excess of recognized stock
compensation expense for the theeel ninemonths ende&eptember 3009 and 2008 were immaterial.

There were no options granted during the tlmegine months ende&eptembeB0, 2009 and 2008.

Thefollowing table summarizes stock options outstanding &eptembeB0, 2009, as well as activity during thene
month period then ended:
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Exercise Price Contractual

Per Share Term Aggregate
Options Weighted Weighted Intrinsic
Outstanding Average Average Value
Balance, Decembéil,

2008.....cccciieveiiii e 12,50C $ 7.2% 18 $ 64,28
Granted.........c.cceeveevennene... N N N N
Exercised.........cccveveunne.n. 8,50( N N N
Expired/Forfeited............. N N N N
Balance SeptembeB0, 2009 4,000 $ 7.4€ 14€¢ $ 24,17

All options outstanding &BeptembeB0, 2009 are fully vested and exercisable S&ptembeB0, 2009, there were 40,000
shares available for future grants under the plans, however, or2Bp#D07, the CompanyOs Board of Directors elected to
suspend future grantsder all plans indefinitelySubsequent to September 30, 2009, the remaining 4,000 options
outstanding were exercised.

Goodwill and Other Intangible Assets

The Company conforms to the provisiond#{SB ASC 350 (formerlystatement of Financial@&ounting Standards

No. 142,Goodwill and Other Intangible Ass3tUnderFASB ASC 350goodwill and intangible assets deemed to have
indefinite lives are reviewed for impairment and written down and charged to results of operations when their carrying
amaunt exceeds their estimated fair value. The Company is required to perform impairment tests estdheesd of the
calendar yearor between yearly tests in certain circumstances, for goodwill. There can be no assurance that future
impairment tests Wlinot result in a charge to earnings.

Amortizing Intangible Assets

As of September 30, 2009 As of December 31, 2008
Weighted Weighted
Gross average Gross average
carrying amortization Accumulated carrying amortization Accumulated
amount period amortization amount period amortization
Amortizing intangible
assets:
Investment in
management
customer
relationships......... $ 1,420,001 105 $ 169,08¢ $1,420,00 108 $ 73,76:
$ 1,420,001 105 $ 169,08¢ $1,420,00 105 $ 73,76:

In connection with the acquisition of Mustang Capital Advisors, L.P in 2008, the Company acquired certain customer rel
intangible assets. The value assigned to these intangible assets of $1,420,000 was determined baseskah\thkiprof
the estimated cash flows to be generated by the assets.

Amortization expense for amortizing intangible assets for the #mdrine months ende&eptembeB0, 2009 wasp33,810

and ®5,327 respedtely. Franchise royalty contractstiginally acquired in Janua®004, were fully amortized as of
DecembeBl, 2008. The estimated annual amortization expense for the remaining amortizing intangible asset is $135,24
year through 2018.

Debt

At SeptembeB0, 2009,there was $00,000outstanding ora $1,500,000ine of creditwith a bank. The line is payable on
demand, subject to annual renewal by the dakuary30, 2010, carries annterest rate of primés.23% atSeptembeB0,
2009 and at Decembad, 2008) with a floor 0f4%, collateralized bytradeaccounts receivable and the assignment of all
franchise royalty contracts.

In 2008, the CompanyOs purchase of the investment in real estate was refimangédhe issuance of a note payable to a
bank of $2,641,220, securbg the land held for investmeninterest accrues on the unpaid principal balance at prime minus
0.5%,0r 2.75% as oSeptembeBO, 2009. The Company made one payment of principal of $264,122 on Jaeuag09,
and all remaining principal and accruedeirest is due on Januad, 2010. Accordingly, the outstanding balance of this
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debt is classified as a current liabilityZeptembeB0, 2009.

The Company haanote payable to a finance company with intee&40.0®6 due in equal monthly installmentincluding
principal and interespf $13,487 with a final payment due on Apti3, 2010. The note payable reqsipee-payment
premiums in certain circumstances and corsta@rtain restrictive covenants, including debt coverage ratios, periodic
repoting requirements and maintenance of operations at certain Coroparsted restaurants that collateralize the note
payable. The note payab#ecollateralized by accounts receivable, inventory and property and equipment.

Income Taxes

The Company aapted the provisions FASB ASC 74010 (formerlyFASB Interpretation No48, Accounting for

Uncertainty in Income Taxgan Interpretation of FASB Statement N@9), on Januar¥, 2007. As of September 30, 2009,
the Company has a recorded liability df1$805, including interest of $6,489, for such uncertain tax positions. The recordel
liability was increased by $979 during the three months ended September 30, 2009

In assessing the realizability of deferred tax assets, management considers wisethereitiikely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent |
the generation of future taxable income during the periods in which those temporary dtdyeneme deductible.

Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income, and tax planni
strategies in making this assessment. Based upon the level of historical taxable income and projectiorestéotafole

income over the periods which the deferred tax assets are deductible, management believes it is more likely than not th:
Company will realize the benefits of these deductible differences, net of a valuation all@i&dc$2,32,000and
$1,074,000at SeptembeB0, 2009, Decembed1, 2008 an®eptembeBO, 2008, respectively, related to the unrealized losses
on marketable securities.

Earnings (Loss) Per Share

Basic earnings (loss) per share excludes dilution and is computed by dividamge (loss) attributable to Western Sizzlin
Corporation by the weightealverage number of common shares outstanding for the period. Diluted earnings per share
reflects the potential dilution that could occur if securities or other contracts to issu®eatatk were exercised or
converted into common stock or resulted in the issuance of common stock that then shared in the earnings of the Comp

The following is a reconciliation of the numerators and denominators of the basic and diluted earrshgs1(lsisare
computations for the periods indicated:

Weighted Earnings
Average (Loss)
Income (Loss) Shares Per Share
(Numerator) (Denominator) Amount
Three months ended September 30,2009 ...................
NetincomeN basiC......cccoeeeeiiiiiiiiiiiiicccc e, $ 3,578,46. 2,83391° $ 1.26
NetincomeN diluted............cccooveveveveriieeereeereeeee, $ 3,578,46: 2,835,04' $ 1.26
Three months ended September 30,2008 .....................
NetincomeN basiC.....ccccoeeeiiiiiiiiiiiiircccc e, $ 2,939,71 2,822,663 $ 1.04
NetincomeN diluted.............ccoovevevereviieeereeereeeee, $ 2,939,7L 2,826,51. $ 1.04
Weighted Earnings
Average (Loss)
Income (Loss) Shares Per Share
(Numerator) (Denominator) Amount
Nine months ended September 30,2009........................
NetincomeN DaSIC.........ccooiiiiiiiiiiiiiieeeiee e, $ 7,802,98t 2,832,56¢ $ 2.75
NetincomeN diluted.............ccoovevevereviieeereeereeeee, $ 7,802,98( 2,834,48( $ 2.75
Nine months ended September 30, 2008.......................
NetloSSN DaSIC.......ciiiiiiiiiiie e $ (2,867,300 2,750,13. $ (1.04)
NetlosSN dilUted.........coeveverieieeeeceeeeee e $ (2,867,307) 2,750,13: $ (1.04)

For theninemonths ende&eptembeB0, 208, the Company excluded from the loss per share calculation all contawdn s

equivalents because the effect on loss per share wadilatitie.
14



(€))

Reportable Segments

The Company has organized segment reporting with additional information to reflect how the Company views its busine
activities. The Compangperated Resteant segment consists of the operations of all Compaeyated restaurants and
derives its revenues from restaurant operations. The Franchising segment consists primarily of franchise sales and sup
activities and derives its revenues from salesaridhise and development rights and collection of royalties from franchisee:
The InvestmenOperationssegment consists of investmemterationsand certain direct expenses associated with legal
matters. The Company does not allocate certain expenseg business segment. These costs include expenses of the
following functions: legal, accounting, stockholder relations, personnel not directly related to a segment, information syst
and other headquarter activities. These unallocated expenses gnatdgsas unallocated corporate expenses. Certain othel
expenses (such as sublease property expense and claims settlement and legal fees associated with a lawsuit) are also
allocated to any reportable segment.

The following table summarizes reportaBkgment information:
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Three Months Nine Months

Ended September 30, Ended September 30,
2009 2008 2009 2008
Revenues from reportable segments:
Restaurants. . ...t imnenn. $ 3,350,231 $ 3,434,03' $10,064,35 $ 10,050,43
Franchising. ...........c.o i 843,52¢ 1,001,10: 2,695,28I 3,122,17!
Totalrevenues. . ........oooiiiiiiiie . $ 4,193,761 $ 4,43513 $12,759,64 $ 13,172,61
Depreciation and amortization:
Restaurants. . ...t eimnenn. $ 86,591 $ 92,42( $ 26457 $ 289,52
Franchising. ...........c.o i 6,46¢ 165,64 21,63¢ 497,15(
Total depreciation and amortization............. $ 93,057 $ 258,06: $ 286,20 $ 786,67t

Income from restaurant and franchise operations:

Restaurants and equity in joint venture . ... ........ $ 293,066 $ 148,10¢ $ 902,39¢ $ 738,43
Franchising........... ... .. i 625,16« 525,89( 1,977,41. 1,701,53
Subleased properties expenses. .. .............. .. N (362,76¢) N (427,25)
Unallocated expenses .. .......c.oooviiiininnnn. (5,225 (4,05¢) (35,419 (162,82()
COMPOFALE. . . o e et e et (359,85¢) (725,69)) (1,210,07) (1,64138¢)
Total income from restaurant and franchise
OPEratioNS: . ..o vttt e $ 553,147 $ (41851Y) $ 1,634320 $  208,50!
Income (bs9 from investmenbperatiors:
Investment advisory feeincome .................. $ 101,60( $ 124,02: $ 286,71 $ 124,024
Net realized gains (losses) on sales of marketable securiti 588,29: 24,12 1,123,81! (15,730
Net unrealizedjains (losse} on marketable securities held |
limited partnership. . .......... ... ... ... ..., 5,482,39! 3,255,46! 8,931,322 (3,187,65)
Amortizationexpensdinvestmenbperations. .. .. ... (33,810 N (95,32 N
Reimbursements xpenseyof investmenbperations. . (212,009 174,31¢ (475,54 (794,35)
Purchase obligation adjustment. . ................. (253,416 N (245,77) N
Total income (loss) from investmenperations. . . . . $ 567305 $ 3,577,993 $ 9,625,190 $ (3,873,71)
Interest Expense:
Restaurants. . ...t $ 14,10C $ 15,827 $ 45,56¢ $ 70,02:
Total interestexpense ..., $ 14,10 $ 15827 $ 45,56¢ $ 70,02:
Interest Incora:
COrporate. . ..ottt e e $ 32,491 $ 69,80 $ 103,70 $ 102,16¢
Total interestincome . .............. ...t $ 32,491 $ 69,80 $ 103,70: $ 102,16¢
September 30, December 31,
2009 2008
Total assets:
RESTAUIANTS ... .eiiiiiiiiiiie et e s e e e e e eente e e e s et ae e e e sneaeeee s $ 7,509,73.  $ 6,523,21!
FranChiSiNg........ccooiuiiiiiiiiii e 2,428,16! 1,920,51.
LO70] 0 o] =1 = TP 359,43. 1,203,83!
INVESMENt ACHIVITIES. ... 37,029,99 26,305,26
TOUAl @SSELS...eiieiiiiiiie ittt reer sttt rner e $ 47,327,32 $ 35,952,82
September 30, December 31,
2009 2008
Total goodwill:
RESTAUIANTS ... .eiiieiiiiiiie ettt e e et eent e e e s ssaae e e e aneaeeee s $ 3,539,05 $ 3,539,05
FranChiSiNg........ccooiiuiiiiiiii et 771,14 771,14
INVESMENt ACHIVITIES. ... 685,06. 685,06.
Total GOOAWIll.......ooiiiiiiiiii e $ 499526 $  4,995,26.
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Fair Value Measurements

Effective Januaryl, 2008, the Company adoptEASB ASC 82510 (formely Statement of Financial Accounting Standards
No. 159, The Fair Value Option for Financial Assets and Financial LiabilxieBASB ASC 82510 permits entities to

choose to measure many financial instruments and certain other items at fair value. PlayCdich not elect the fair value
reporting option for any assets and liabilities not previously recorded at fair value.

Effective Januaryl, 2008, the Company adopted the provisionBAEB ASC 820 (formerl\statement of Financial

Accounting StandardsdN 157, Fair Value Measurementsapplicable to all financial assets and liabilities and for
nonfinancial assets and liabilities recognized or disclosed at fair value in the consolidated financial statements on a recu
basis (at least annuallyfASB ASC 820defines fair value as the exchange price that would be received for an asset or pai
to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participaoh the measurement date. The standard also establishes a fair value hierarchy whi
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measurir
value.FASB ASC 820describes three levels imiputs that may be used to measure fair value:

Level 1 Quoted market prices in active markets for identical assets or liabilities.
Level 2 Observable markeiased inputs or unobservable inputs that are corroborated by market data.
Level 3 Unobservale inputs that are not corroborated by market data.

At SeptembeB0, 2009 and Decembé@t, 2008, the CompanyOs investments in marketable securities are carried at fair va
based on quoted market prices, in the consolidated balance sheets andifisdaldthin Level 1 of the fair value hierarchy,
with theexception of $B million that have been valued, in the absence of observable market prices, by Mustang Capital
Advisors, LP. The Funds investments in Level 1 securities are freely tradablesdisted on a national securities exchange
or reported on the NASDAQ national market at their last sales price as of the last business day of the period.

Approximately $15 million of the investments held by Mustang Capital Advisors, LP have been ieldsgithin Level 2 of

the fair value hierarchy and have been valuedhe absence of observable market prices, by the management of Mustang
Capital Advisors, LP. Fair value is determined using valuation methodologies after gvisigeration to a raegof

observable factors including last known sales price; any current bids or offers on the stock; comparisons to publicly trad
stocks with appropriate discounts for liquidity; size of position; control data research; and current market conditions. Thc
estimated values do not necessarily represent the amounts that may be ultimately realized due to the occurrence of futu
circumstances that can not be reasonably determined. Because of the inherent uncertainty of valuation, those estimatec
may bematerially higher or lower than the values that would have been used had a ready market for the securities existe

The CompanyOs investments in marketable securities are measured at fair value on a recurring basis. There have bee
changes in inputsutting the period endeSeptembeB0, 2009.

Fair Value of Financial Instruments

The following table presents the carrying amounts and estimated fair values of the CompanyOs financial instruments at
September 30, 2009 and DecemBg&r 2008 FASB ASC 85-10 (formerlySFAS No0.107,Disclosures about Fair Value of
Financial Instruments defines the fair value of a financial instrument as the amount at whiahsthement could be
exchanged im current transaction between willing parties

September 30, 2009 December 31, 2008

Carrying Fair Carrying Fair

amount value amount value
Financial assets:
Cash and cash equivalents..........ccccoocueeeiiieece e $ 1,538,841 $ 1,538,841 $ 330,99¢ $ 330,99
Money market iNVESIMENES...........ccooiiiiieiiiemiiee e 2,176,72! 2,176,72! 3,735,82. 3,735,82.
Tradeaccounts receivable. ..., 963,80: 963,80: 1,064,38! 1,064,38!
NOtES rECEIVADLE.......eeiiiie e 596,50: 592,27 648,90: 642,23¢
Other reCeIVADIES.........e i eeeme s 68,79: 68,79: 78,98: 78,982
Investments in marketable securities...........ccoeevvivvvieeeneennn.. 29,694,76: 29,694,76 16,708,47 16,708,47
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Financial liabilities:

Note payable line of credit..........oocvveieiiiiiiiieec,
Long-term debt

Accounts payable

Accrued expenses and other...........coci e
Other liabilities

18

100,00(
2,862,08!
621,42:
1,245,35
1,419,80!

100,00
2,727,69.
621,42:
1,245,35!
1,419,80!

N

3,207,51.

812,83
1,423,09.
1,208,14

N
3,294,57
812,83
1,423,09.
1,208,14
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The following methods and assumptions were used to estimate the faio¥aleh class of financial instruments:

Cash and cash equivalents, trade accounts receivable, other receivables, notedipaydigedit, due to broker,
accounts payable, accrued expenses and other liabilities: The carrying amounts approxivate fagcause of the
short maturity of those instruments.

Notes receivable: The fair value is determined as the present value of expected future cash flows discounted at the
interest rate which approximates the rate currently offered by local lendiitgtioas for loans of similar terms to
companies with comparable credit risk.

Long-term debt: The fair value of the CompanyOs-tenm debt is estimated by discounting the future cash flows of
each instrument at rates which approximate those currefiéiedfto the Company for similar debt instruments of
comparable maturities by the CompanyOs lenders.

There were no changes to the methods or significant assumptions used to estimate fair values for the peSieptemdbext
30, 2009.

Commitments and Contingencies
Commitments

The limited partners of the two investment funds managed by Mustang Capital Advisors, LP can redeem their investmer
annually. The limiteghartners of Western AcquisitionsP can redeem their investments after two years frontribution

dates. Certainlimited partners of Western AcquisitionsP with redeemable noncontrolling interests totaling $2.3 million at
September 30, 2009, have requested complete liquidation of their investments in Western Acquisitions, LP.tdtiratant
request angubsequent to September 30, 2009n-kind stockdistributionhaving an aggregate valoéapproximately

$1.36 millionwas made to such limited partners. Additional distributions will be made to these limited partners as permit
by the limited partnership agreement.

The Company has a severance provision contained within the Employment Agreement with its Chief Financial Officer. T
agreement provides certain termination benefits in the event that employment with the Congramipéed without cause
and upon a change of control. Under the terms of the agreement, in the event of termination without cause the executive
receive termination benefits equalrime months of the executiveOs annual base salary in effect enrtiieation date and

the continuation of health and welfare benefits through the termination date of the agreement. Under a change of contra
executive will receive termination benefits equal to one year of the executiveOs base salary in effebhogetaf control

date and the continuation of health and welfare benefits through the termination date of the agreement.

The Company has a severance provision contained within the Employment Agreement with the President of one of its
subsidiaries, Weste Sizzlin Franchise Corporation. The agreement provides for an automatic renewal of one year unles:
Company or the executive provides notice of termination as specified in the agreement. Under the terms of the agreeme
the event of termination Wiout cause, the executive will receive termination benefita graduated percentage of base
salaryand continuation of health and welfare bendfased on length of service

In connection with the acquisition of controlling interests in Mustang Qadtésors, LP and Mustang Capital

Management, LLC, the Company is obligated to purchase the noncontrolling interest holderOs ownership upon the occu
of certain events. The purchase obligation will ultimately be settled in cash and shares of pa@y@scommon stock.

The Company is accounting for this purchase obligation pursu&#3® ASC 48010 (formerlyStatement of Financial
Accounting Standards N&50 (As Amended) Accounting for Certain Financial Instruments with Characteristics of Both
Liabilities and Equity. The resulting liability is reported in other lotgrmliabilities on the accompanying consolidated
balance sheet. The change in the purchase obligation liability faritHejuarter of 2009 is an increase @58,416and an
increase $245,773 for the nine months ended September 30, 2009

Contingencies

The Company accrues an obligation for contingencies, including estimated legal costs, when a loss is probable and the
amount is reasonably estimable. As facts concerning cemtiies become known to the Company, the Company reassesst
its position with respect to accrued liabilities and other expenses. These estimates are subject to change as events evo
as additional information becomes available during the litigationgss.
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Little Rock, Arkansas Lease

In SeptembeR006, the Company was served with a lawsuit filed in the Circuit Court of Pulaski County, Arkansas, captiot
Parks Land Company, LLP, et al. v. Western Sizzlin Corporation, €halplaintiffs are ownensindlords of four restaurant
premises located in the Little Rock, Arkansas metropolitan area which had been leased pursuant to a single ten year lee
agreement.TheCompany occupied these locations for a period of timebéfare the end of the leasepteased each of

these premiset® various operators. The ten year lease agreement erpithche30, 2006. In the lawsuit the plaintiffs
soughtrecovery ofalleged damagdsr certain repair anthaintenance expenses on the premises, for the replacemen
certain equipment, for diminution of property value, and for loss of rental income, as well as interest and costs. The cas
tried to a 12 person jury in Little Rocktarting Februarg2,2008. The jury returned a verdict for the plaintiffs on
February20, 2008, in the amount 8689,526. On FebruaBp, 2008, the Circuit Court of Pulaski County, Arkansas entered
judgment on the jury@srdict in the case against the Company in the amount of $689,666 plus plaintiffOs leg@rcosts.
appeal bythe Company, on May 14, 280the Arkansas Supreme Court reversed and remanded the case for a né&@wtrial.
June 25, 2009, the Arkansas Supreme Court issued a per curiam order denying Parks Land CompanyOs petition for a
rehearingThe new trial has beemiseduled irthe Pulaski County Circuit Court for the weekFafbruary 22, 2010.As
previously reported, the Company has accrued $900,000 related toss contingencylhere has been no change in the
CompanyOs loss contingency accrual of $900,008 Biecembe81, 2007.

Other

The Company is involved in various other claims and legal actions arising in the ordinary course of business. In the opi
of the management, the ultimate disposition of these matters will not have a material adversa &ffe€ompanyOs
financial condition, results of operations or liquidity.

Investment in Unconsolidated Joint Venture

The Company is a partner in a 50/50 joint venture with a franchisee for a restaurant in Harrisonburg, Virginia. During
October2005 the joint venture entered into a loan agreement for $3.05 million and the Company guaranteed 50% of the
obligation. The estimated fair value of the guarantee of approximately $30,000 is recorded in ottermdiadpilities and

in investments inunconsolidated joint venture on the accompanying consolidated balance slSsgteatbeB0, 2009 and
DecembeB1, 2008. The term of the guarantee extends through Jal26 and the Company would be required to perform
under the guarantee should thmjorenture not to be able to meet its scheduled principal and interest payments. Pursuan
the joint venture agreement, a cash contribution of $300,000 from each 50/50 partner was also made at the closing of tt
financing. The Company is accountiray the investment using the equity method and the CompanyOs share of the net
income of the joint venture is reported in the accompanying statements of operations as equity in earnings of unconsolic
joint venture.

Selected Financial Data

The followingis selected financial information for the joint venture as of and for the déim@@ne months ende&eptember
30, 2009 and 2008, respectively:

Three Months Nine Months
Ended September 30, Ended September 30,
2009 2008 2009 2008
(unaudited) (unaudited) (unaudited) (unaudited)

Selected Statement of Operations Data:

Total FEVENUES.....ueeeeeiiieieieeeeee e $ 1,32022¢ $ 1,216,010 $ 3,943,194 $ 3,639,34
Cost of food......uuuiiiiiiieiiee e, 528,61 508,04¢ 1,604,78! 1,494,52.
Payroll eXpense.........cccvvvvveieiiiieeneee e 359,46: 353,54! 1,068,41. 1,054,08
GroSS Profit......c.oeeeeeiiiiieiiiiieeeee e 432,15: 354,41¢ 1,269,99 1,090,73!
Marketing and operating expense.................. 48,55¢ 49,12¢ 149,92! 140,17¢
General and administrative............cccccccvvvvvees 121,72 114,50: 377,14¢ 336832
Depreciation anémortization...............ccceeeene 51,61t 51,21: 154,14! 152,13:
L] (=T (=T P 49,6 53,0% 149,8% 160,42
Net INCOMEB .. .uiiiiiiiec e 160,61° 86,51¢ 438,92: 301,17:
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September September

30, 2009 30, 2008

Selected Balance Sheet Data:

CaSh. i $ 113,31 3 112,46
Prepaid eXpenses.........ccccovvveeeeiiieeniiee e 10,12 11,93¢
INVENTOIY. ... 16,58¢ 16,62(
Land, equipment and building improvements, 3,433,001 3,616,911
Loan COStS, NEL........uuiiiiiiiiiii e 9,271 10,82(
Total aSSetS.....ccovvviiiiiiiiiiiieeee e, 3,582,51. 3,775,76!
Loanpayable........ccccciiiiiiiiiicen e 2,801,49: 2,999,17
Accounts payable and accrued expenses.... 252,70t 225,42¢
MembersO equity..........ccccceevevevieeerceenee 528,31: 551,16:

Impact of Recently Issued Accounting Standards

In May 2007, the FASEadopted new standardsich provide clafication to the accounting for investments by entities that
apply the accounting guidance in FASB ASC 946 (formerly the AICPA Audit and Accounting Guidstment

Companies FSP FIN 46(Ry amends FASB ASC 810 (formerly FIN 46(R), as revised), toenpgkmanent the temporary
deferral of the application of FASB ASC 810, to entities within the scope of the guide under FASB ASC 946 (formerly
Statement of Position (OSOPO) 01, Clarification of the Scope of the Audit and Accounting Glitlestment Cmpanies
and Accounting by Parent Companies and Equity Method Investors for Investments in Investment Qonf&miEEN
46(R)7 is effective upon adoption of SOP-07 The adoption of FSP FIN 46()is not expected to have a material impact
on the Compny.

In June2007,the FASB adopted new standards thddressvhether the accounting principles of FASB ASC 946 (formerly
the AICPA Audit and Accounting Guidavestment Companieg)ay be applied to an entity by clarifying the definition of an
investmenttompany and whether those accounting principles may be retained by a parent company in consolidation or k
investor in the application of the equity method of accountifite new standards wete be effective for fiscal years
beginning on or after emberl5, 2007 with earlier adoption encouraggdowever, inFebruary2008, the FASB issued

new guidance thahdefinitely defes the effective date dhese new guidelines.

The CompanyOs majorityvned subsidiaries, Western Acquisitions, LP and Mus@amgjtal Advisors, LP, are investment
companies as currently defined in FASB ASC 946 (formerly the AICPA Audit and Accounting Guiestment

Companies The Company has retained the specialized accounting for Western Acquisitions, LP and Mustahg Capita
Advisors, LP pursuant to FASB ASC 810-25 (formerly EITF 8512, Retention of Specialized Accounting for Investments
in Consolidation. As such, marketable equity securities held by Western Acquisitions, LP and Mustang Capital Advisors
LP are recordedt fair value in Investments in Marketable Securities in the consolidated financial statements, with unreali
gains and losses resulting from the change in fair value reflected in the Consolidated Statement of Operations. The Con
intends to monitofuture developments associated with this Statement in order to assess the impact, if any, which may re

In June 2009, the FAS&dopted new standardsich significantly change the accounting for transfers of financial assets an
the criteria for detenining whether to consolidate a variable interest entity (OVIE®@®)new standardsiminate the

qualifying special purpose entity (OQSPEO) concept, establish conditions for reporting a transfer of a portion of a financ
asset as a sale, clarithe financiatasset derecognition criteria, revise how interests retained by the transferor in a sale of
financial assets initially are measured, and remove the guaranteed mortgage securitization recharacterization fifoeisions
new standards alsequire reprting entities to evaluate former QSPESs for consolidation, change the approach to determini
a VIEOs primary beneficiary from a mainly quantitative assessment to an exclusively qualitative assessment designed tc
identify a controlling financial interesand increase the frequency of required reassessments to determine whether a comj
is the primary beneficiary of a VIE. Theserstardsrequire additional yeagnd and interim disclosures for public and
nonpublic companies that are similar to the dianles required by FASB ASC 860 (formerly FSP FAS-24ind FIN

46(R)-8, Disclosures by Public Entities (Enterprises) about Transfers of Financial Assets and Interests in Variable Interes
Entitieg. Thenew standardare effective January 1, 2010. The Quamy is currently evaluating these nstandard$ut

does not believe that they will have a significant impact on the determination or reporting of its financial results.

Subsequent Events

In accordance with the provisionsBASB ASC 85510 (formely SFAS No. 165 the Company hasvaluatd subsequent
eventsthroughNovemberl3, 2009 which is the date these financial statements vesteed All subsequent eventequiring
recognition as o6eptembeB0, 2009 have been incorporated into the cdidated financial statements presented herein.
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Item 2.

The Company has entered into an Agreement and Plan of Merger with The Steak n Shake Company dated October 22,
If the merger is completethe Companywill become a wholly owned subsidiary of The Stea&hake Company and will
cease to be a publicly traded company. The merger is subject to agpralkal CompanyOs stockholders

In accordance with the Agreement and Plan of MermeQctober 22, 2006he Companyleclared a special dividend

payable tahe Compan§)s stockholders in the form of 1,322,806 shares of Steak n Shake common stock that was benefic
owned byWestern Investments, Indach stockholder dhe Companyf record as of November 2, 2009 was entitled to
receive this dividend whictvas distributed on November 6, 2009. The dividend was payable at the rate of approximately
0.465 shares of Steak n Shake common stock for each shaoenpanycommon stock outstanding as of November 2, 2009
(fractional share interests were settled lmash payment).

The limitedpartners of Western AcquisitionisP can redeem their investments after two years from contribution dates.
Pursuant to aequestor redemption from certaitimited partners of Western AcquisitionisP, subsequent to Septemtasr,
2009, an irkind stock distribution was made to such limited partners having an aggregate value of approximately $1.36
million.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

The following dscussion may include forwafdoking statements including anticipated financial performance, business
prospects, the future opening of Compamerated and franchised restaurants, anticipated capital expenditures, and other
matters. All statements othéman statements of historical fact are forwbroking statementsSection27A of the Securities
Act of 1933 (as amended) aBeéction21E of the Securities Exchange Act of 1934 (as amended) provide safe harbors for
forward-looking statements. In order tomply with the terms of these safe harbors, the Company notes that a variety of
factors, individually or in the aggregate, could cause the CompanyOs actual results and experience to differ materially fr
the anticipated results or other expectationsesged in the CompanyQOs forwimaking statements including, without
limitation, the following: the ability of the Company or its franchises to obtain suitable locations for restaurant developme
consumer spending trends and habits; competition ireftaurant segment with respect to price, service, location, food
quality and personnel resources; weather conditions in the CompanyQOs operating regions; laws and government regula
general business and economic conditions; availability of capitaless®f operating initiatives and marketing and
promotional efforts; and changes in accounting policies. In addition, the Company disclaims any intent or obligation to
update those forwarlboking statements.

Western Sizzlin Corporation is a holding ccang owning subsidiaries engaged in a number of diverse business activities.
The CompanyOs primary business activities are conducted through Western Sizzlin Franchise Corporation and Westerr
Sizzlin Storesinc., which franchise and operate2l@staurantén 19 states, including five Compayned,96 franchise
restaurants, and one joint venture restaurant. The Company currently operates and/or franchises the following concept:
Western Sizzlin, Western Sizzlin Wood Grill, Great American S&&uffet, and QuincsSteakhouses.

Financial decisions are centralized at the holding company level, and management of operating businesses is decentral
the business unit level. Investment and all other capital allocation decisions are made for the @oichjtargubsidiaries

by Mr. Sardar Biglari, Chairman and Chief Executive Officer.

While the Company has historically been principally engaged, and intends at this time to remain principally engaged, in
franchising and operating restaurants, its reqargstment activities could bring it within the definition of an Oinvestment
companyO and require it to register as an investment company under the Investment Company Act of 1940. The Board
Directors has adopted a policy requiring management to retseic@ompanyOs operations and investment activities to avoio
becoming an investment company, until and unless the Board approves otherwise. Although the Company does not pre
intend to change its principal business, and the Board has not approv&tthrghange, the Company has expanded its
investmenbperationsand may decide in the future to register as an investment company under the Investment Company
Act. Under certain circumstances, if it is successful in investoperationsthen the Compey may inadvertently fall

within the definition of an investment company, in which event it may be required to register as an investment company.
the Company decides or is requireddgister as an investment company, then it would become subjeaidas/provisions

of the Investment Company Act and the regulations adopted under such Act, which are very extensive and could advers
affect its operations.

22



The Company seeks to invest, at the holding compareland throughts subsidiaries, includg Western Acquisitions,

L.P., in stocks of businesses at prices below their intrinsic business value. The CompanyOs preferred strategy is to allo
meaningful amount of capital in each investee, resulting in concentration. The carrying valess ofwastments are
exposed to market price fluctuations, which may be accentuated by a concentrated equity portfolio. A significant decline
the price of major investments may produce a large decrease in the CompanyOs net earnings and its sieguitpl(®esO
Note 3 to theCompanyOsonsolidated financial statemertgluded in Item 1 of this repgrt

The consolidated financial statements include the accounts of Western Sizzlin Corporation and itewrredly

subsidiaries, Western Sizzlin FranehiCorporation, The Western Sizzlin Stotas., Western Sizzlin Stores of Little

Rock Inc., Austins of Omahdnc., Western Investmentic., Western Propertiefnc., a majorityowned limited

partnership, Western Acquisitions, L.P., solelyned limied partnershig Western Real Estate, L.P. and Western Mustang
Holdings, L.L.C. (collectively the Company). All significant intercompany accounts and transactions have been eliminate
consolidation.

The Company has entered into an Agreement and Plstefer with The Steak n Shake Company dated October 22, 2009.
If the merger is completed, the Company will become a wholly owned subsidiary of The Steak n Shake Company and w
cease to be a publicly traded company. The merger is subject to apprdval®ympanyOs stockholders.

In accordance with the Agreement and Plan of MermeQctober 22, 200he Companyleclared a special dividend

payable tahe Compan§)s stockholders in the form of 1,322,806 shares of Steak n Shake common stock thatfigidlpe
owned byWestern Investments, Indcach stockholder adhe Companyf record as of November 2, 2009 was entitled to
receive this dividend which was distributed on November 6, 2009. The dividend was payable at the rate of approximate
0.465 slares of Steak n Shake common stock for each sh&@empanycommon stock outstanding as of November 2, 2009
(fractional share interests were settled by a cash payment).

Results of Operations

Net income attributable to Western Sizzlin Corporation forttiheeandnine months ende&eptembeB0, 2009 was
$3,578,462and ¥,802,986compared to nehcome (losspttributable to Western Sizzlin Corporation$2588,26%nd
($2,267,918Yor the threeandnine months ende&eptembeBO, 2008. The significanimprovement was primarily

attributable taargeted reduced expenses in restaurant and franchise operations and improvements in the performance c
investmenbperations Income from investmertdperationghat impacted net income (loss) attributable to \WesSizzlin
Corporation, excludingncome(losse$ attributable to noncontrolling interesfer the threeandnine months ended
SeptembeB0,2009was$5,673,058and P,525,198ompared to néhcome(loss)from investmenbperationsof

$3,557,933and (8,873,716 for the three andine months ende&eptembeB0, 2008. This improvement in results of
investmenbperationsvas largely due to recoveries in marketable secunties the prior period.

The following table sets forth for the periods presénkbe percentage relationship to total revenues of certain items includec
in the consolidated statements of income and certain restaurant data for the periods presented:

Three Months Nine Months
Ended September 30, Ended September 30,
2009 2008 2009 2008
Revenues:
Companyoperated restaurants.............occeeeeevieeniieee e e, 79.€% 77.&% 78.€% 76.5%
Franchise 0perations...........cccooveeeeiiiiemmiiiiee e 20.1 22.¢ 21.1 23.7
L] = L YT LU= SRR 100.C 100.C 100.C 100.C
Costs and expensék restaurant and frande operations:
Companyoperated restaurants food, beverage and labor costs 58.2 58.7 57.¢ 56.2
Restaurant occupancy and other..............ccccooviveeniininins 14.5 14.2 13.€ 13.4
Franchise operatior$ direct SUPPOrt.........cceevviiieeieiiiinnns 5.1 7.C 5.t 7.C
Subleasd restaurant property eXpenses........cccceeevvvveeeens N 8.2 N 3.2
COrporate EXPENSES....c.ceveiii it ieesrrrrre e e e e e e s 8.€ 16.4 9.t 12.5
Depreciation and amortization eXpense............cceeeuvvees 2.2 5.8 2.2 6.C
Corporate litigation fees and expenses.........ccccoccvveeeereen A A 3 1.2
Total costs and expensHs restaurant and franchise operatior 88.¢ 110.¢ 88.¢ 99.€
Equity in income of joint venture..........cccco e iieeniiieeeens 1.8 1.C 1.7 1.2
Income(loss)from restaurant and franchise operations 13.1 (9.9 12.¢ 1.€
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Investment adgory fee income
Net unrealizedyains (0osse$ on marketable securities held by limiti
PAMNEISNIB......eiiiiiiii e
Net realized gaim(lose9 on sales of marketable securities.
Amortization exgnsebinvestment activities............cccccceeee...
Expense of investmemperations...........cccocveveeiiiiieecee e,
Purchase obligation adjustment...........cccoooviviiiecenniieee e,
Income (bsg from investmenbperations...........cccccccoe...
Other income (expese):
INTEreSt EXPENSE......oiiiiiiiiiiie e e
INtEreSt INCOME.....ii it
(@1 =T PR 1= USSR
Total other income (eXpense), NeL........ccccevevviiierieacnn.

Income (loss) before income téxenefit).........cccccevvvneenn.
Income tax expense (benefit)........occcvvveiiiiiiiicece i,
CUIMBNL .o et
(D= 1= 14 =0 R
Total income tax expense (benefit)...........cccceeiiiiienen.
Net income (loss)
(Income) losseattributable to redeemable noncontrolling
1) (=T (= TS] £ SRRSO
Net income (loss) attributable to Western Sizzlin Corporatiol
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2.4 2.8 2.2 9
1307 73.€ 70.C (24.7)
14.C .6 8.8 (.2)
(.9) N (.7) \
(5.2) 3.9 (3.7) (6.C)
(6.0 N (1.8 N
135.7 81.1 747 (29.9
(-3 (:4) (-4) (.5
. 1.1 .8 .6
N N 2 N
5 7 6 1
148.¢ 724 88.1 (27.6)
3 N 3 N
16.0 (1.8) 8.1 (1.9
16.3 (1.8) 8.4 (1.9
132.6 74.2 79.7 (26.9)
(47.2) (7.8 (18.6) 4.€
85.4 66.% 61.1 (21.§)




Three Months Nine Months

Ended September 30, Ended September 30,
2009 2008 2009 2008

Restaurant Data ..o e

Number of Compampperated Restaurants:

Beginning of period...........oocoviiiiiiiiieer e 5 5 5 5
OPENED.....eivieieeiieeieteeiet ettt enms et N 1 N 1
(010 T=Y=Yo NSO N N N N
FranChiSEd.........c.coveueieeeeieeee et N N N N
ENd Of PEriod........cooiuiiiiiiiiiii e 5 6 5 6

Number of U.S. Franchised Restaurants:

Beginning of Period..........ooouviiiiiiiiiieene e 99 111 104 11€
OPENED.....uveeieteieteeiee ettt et N N N N

L0 01T PR 3) (5) (8) (10
ENd Of PEriod.......ccooiuiiiiiiiiiii e 96 10€ 96 10€

Number of Joint Venture Restaurants:

Beginning of @riod.........ccoooiiiiiiiiiiiiieee e 1 1 1 1
OPENEA.....vivieiieiietieiee ettt et N N N N
(010 T=Y=Yc NSO N N N N
ENd Of PEriod........cooouiiiiiiiii e 1 1 1 1

Revenues

Total revenues decreasgdi% to $419 million for the three months end&kptembeB0, 20® from $443 million for the
three months etedSeptembeB0, 20@. Total revenues decreas@@®% to $12.76million for thenine months ended
SeptembeB0, 20® from $13.17million for thenine months ende&eptembeB0, 20B. The decreases in total revenues
were due to the decreases in franchésenues over the same periods, which were partially offset by incredGespany
operated restaurant revendesthe nine months endgds further described below.

Companyoperated restaurant revenuksrease®.3% to $335 million for the three mortis endedSeptembeB0, 20® as
compared to $43 million for the three months end&bptembeB0, 20B. Companyoperated restaurant revenues increased
0.1%% to $.0.06million for thenine months ende&eptembeB0, 20® as compared tol®.05million for the nine months
endedSeptembeB0, 20@.

Franchise revenues decreagé&d®o to $844,000for the three months end&dptembeB0, 20® as compared to $10

million for the three months end&gptembeB0, 20®. Franchise revenues decrea38d% to £.70million for thenine
months ende&eptembeB0, 20® as compared to3512million for thenine months ende&eptembeB0, 20@. The overall
decrease in franchise revenues is attributable to fewer franchised units in thediystgnthe relevant periods 200 as
compared tdhe relevant periods i2008. Same store sales at franchise operations for the thregrendonths ended
SeptembeB0, 20®, experienced overallecreases d.226 and4.1 P, respectivelycomparedo the same periods in 2008

Costs and Expenses —restaurant and franchise operations

Costs oftompanyoperated restaurants, consisting primarily of food, beverage, and labodenstse®$164,000 (6.5%) to
$2.44 million for the three months end&eptembeB0, 20® from $.61 million for the three months end&a&ptembeBO,
2008. These costs for the three month period as a percentage of Ceageanated restaurants revenue we28% and
76.1% for the three months end&gptembeB0, 20® and 208, respectively. Costs of Companperated restaurants
decreased34,000(.0.4%) to $7.38million for thenine months ende&eptembeB0, 20® from $7.41million for thenine
months ende&eptembeB0, 20B. These costs for theéne month period as a percentage of Compapgrated restaants
revenue wer@3.3% and73.7®6 for thenine months ende&eptembeB0, 20® and 208, respectively. These costs have
decreasedlue tocost saving®n commoditiegpurchases

Restaurant occupancy and other, which include utilities, insurance, mairgenamcand other such costs of the Company
operated restaurantiecreasedy $22,000(3.5%) for the three months end&gptembeB0, 20® versus the prior yearOs
comparable period. These costs for the three month peetvdasedis a percentage of Commpeoperated restaurant
revenues fron18.3% in 20 to 18.1% in 20®. Restaurant occupancy and otecreased by $23,000 (1.3%) thenine
monthsendedSeptembeB0, 20® compared tdahe sameperiodin 2008 These costs for thene month period decrsad
slightly as a percentage of Compangerated restaurant revenues fronb%in 20@ to 17.3% in 20(®.
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Cost of franchise operations direct support expense decreasé8,09Gand 827,000for the three andine months ended
SeptembeB0, 20® versus he prior yearsO comparable periods. ddueass werelargely attributable tétargeted expense
reductions for 2009.

Subleased properties include net costs associated with subleasing former Gopgramgd restaurants and maintenance of
vacant premisesThere were no such expenses for the threenam@imonths ende&eptembeB0, 2009 and were362,766
and $127,257for the three andine months ende&eptembeB0, 2008.Subleasing arrangements expired at the end of 2008.

Unallocated corporate expensamsist of certain expenses not allocated to any business segment. These expenses inclu
legal, accounting, stockholder relations, personnel not directly related to a segment, information systems, and other
headquarterOs activities. These expensesasect by $65000and $31,000 for the three amine month periods ended
SeptembeB0, 20® versus the prior yearOs comparable periods. The decreases are ameswdyofg expenses at the
corporate level anthrgeted expense reductions for 2009.

Depreciation and amortization experngecreased 65,000and $00,000 for the three amtine months period ended
SeptembeBO, 2009 versuthe prior yearOs comparable perioflsevariance idargely attributable to franchise royalty
contracts being fully amrtized as of December 31, 2008.

Corporate litigation feemcreasedy $1,200for the three months end&eéptembeB0, 20® versus the prior yearOs
comparable period artkcreased $27,000 for thenine months ende&eptembeB0, 20® versus the prior ye@rs
comparable periodThese expenses relatelégal fees associated with thial and appeal of theawsuitinvolving the
Companyin Little Rock, Arkansas. (See Noté o theCompanyOoasolidatedinancialstatementsncluded in Item 1 of
this repot).

Equity in income of Joint Venture

Equity in income of joint venture increase@7000for the three months end&eéptembeB0, 2009, versus the prior yearOs
comparable periocand increased@®,000 for thenine months ende&eptembeB0, 2009, verssithe prior yearOs comparable
period due to increased performance of the restaurant dhenglevant periods i2009. (See Note 3to theCompanyOs
consolidatedinancialstatementsncluded in Item 1 of this repgrt

Income (Loss) from Investment Operations

Investmenbperationgnclude investment advisory fee income @D3000 and 287,000for the threeandnine months
endedSeptembeBO, 2009 respectivelyand #24,000for thethree and nine months ended Septembe2308 Net

realized gains (leses) on sales of marketable securitiese$588000and$1,123000for the threeandnine months ended
SeptembeB0, 2009 respectively, an§24,000and (8.6,000) for the three amtine months ende&eptembeB0, 2008. Ne
unrealized gains (losses) orarketable securities held by the limited partnerships, Western Acquisitions, L.P. and Mustan
Capital Advisors, L.Pwere$5.5 million and $.9 million for the three andine months ende&eptembeB0, 2009 and $3
million and ($.2 million) for the thre andnine months ende&eptembeB0, 2008. Amortization expense associated with
investment activities of34,000 and $5,000 were recorded in the three amide months ende&eptembeB0, 2009,
respectivelyand $0 fothe comparable periods 2008. Rirchase obligation adjustmerdf ($253 000 and %246,000)were
recorded in the threendmonths ende&eptembeB0, 2009, respectively and $0 thie comparable periods 2008.
Reimbursement fg@ensesassociated ith investment activities wer@212,000) and($476,000 for the threeandnine

months ende&eptembeB0, 2009respectivelyand 474,000 and$795000 for the three andine months ended
SeptembeB0, 2008 The decrease in expensestfur relevant periods 2009 versus the prior year@sparable period is
attributable to expenses in 2008 associated with the Steak n Shake proxy contest, the ITEX tender offer, and other inve:
related activities. Thenwasno management fees charged or collected from outside investors by WestesitiogulP in

first nine months 02009 or 2008.

Other Income (Expense)

Interest expenseecreasedsl,700anddecreased $5,000 for the three amgine months ende&eptembeB0, 20® over the
comparable period in 280 Interest income fluctuates acding to the levels of available cash balances.

Other, net for the three and nine months en8egtembeB0, 2009was comparable to the sameriods in 2008.
Income taxexpense is directly affected by the levels of pretax income and the valuationnaépestablished on deferred tax

assets. The CompanyOs effective tax ratel v and (2.4%) ér the three months end&kptembeB0, 209 and 2008,
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respectively an®.5% and(4.6%) for thenine months ende@eptembeB0, 2009 and 2008, respectively. Tirevisions for
deferred income taxes for the three aite month periods endeSleptembeB0, 2009 includes provisiotecreasetor the
valuation allowance of1048,000and £,327,000respectively, whicldecreasethe CompanyOs effective tax rate fer th
periods.

Cash and Cash Equivalents

As of SeptembeB0, 2009, the Company had $ million of cash and cash equivalents conepldo $745000 as of
September 3(2008.

Investment of Available Capital

The CompanyOs cash flows from restaurant and feenabtivities have exceeded its working capital, financing and capital
investment needs of its restaurant and franchise operations, and management expects that the CompanyOs cash flows
continue to exceed its operating cash needs for the foreseeinée flihe Company regularly evaluates how best to use
available capital to increase stockholder value. The Company may pursue investments in the form of acquisitions, joint
ventures and partnerships where the Company believes attractive returns ctaingel ofi-urther, the Company may
determine under certain market conditions that available capital is best utilized to fund investments that it believes offers
Company attractive return opportunities, whether or not related to its ongoing busingsesacti

As previously discussed in Note 3 to thempanyOsasolidatedinancialstatementsncludedin Item 1 of thisreport the
CompanyOs Board of Directors has delegated authority to direct investment of the CompanyOs surplus cash to its Chai
Sadar Biglari, subject to Board reporting requirements and various limitations that have been or may be from time to tim
adopted by the Board of Directors. These investments may include significant and highly concentrated direct investmer
with respecta the equity securities of public companies. Any such investments will involve risks, and stockholders shoul
recognize that the CompanyOs balance sheet may change depending on the performance of investments. Furthermore
investments could be subjdo volatility that may affect both the recorded value of the investments as well as the Compan
periodic earnings.

Operating Activities and Cash Flows

The Companyrovidedapproximately $85000 andused $0,000in operating cash flows for thene months ended
SeptembeB0, 20® and 20@, respectively, including the purchase of marketable securities008 fillion and $%.9 million
in thenine months ende&eptembeB0O, 20® and 208, respectively.Proceeds from sales of marketable secunitiese$8.3
million and $!.3 million for thenine months ende&eptembeB0, 2009 and 2008, respectivalet unrealizedjains (losses)
on marketable securities wer8.$million and($3.2 million) for thenine months ende&eptembeB0, 20® and 208,
respectivly. Net realized gains (losses) werk B million and ($6,000) for thenine months ende&eptembeB0, 2009 and
2008, respectivelyThe CompanyOs primary source of operating cash flows is the operating profits generated from
CompanyOs restaurant anaétise operations. Adjustments to reconcile net income (loss) to net cash provided by
restaurant and franchise activities were approximately fillion and .3 million for thenine months ende&eptembeB0,
2009 and 20@, respectively. Adjustments teconcile net income (loss) to net casbvided by (used injvestment
activities were approximatel§$10.7million) and .1 million for thenine months ende&eptembeB0, 20® and 20@,
respectively.

Investing Activities

During thenine months endd SeptembeB0, 20® and 20@, the Company spen#$00and £3,0000n capital expenditures
on Company restaurantg.or the nine months ended September 30, 2008, amounts included purchases of marketable
securities of $803,000 and purchase of Mustangt@lapdvisors, LP of $380,000.

Financing Activities

The Company made scheduled payments onteng debt of 845000 and $3,000 for thenine months ended
SeptembeB0, 20® and 20@, respectively.For the nine months ended September 30, 20€%roceedsof $100,000were
received from borrowings on the line of credfroceeds of $2 million were received from the issuance of a note pdgable
nine months ended September 30, 2008t ddpital contributionsf $812,000and $540,000vere receivedrom capital
contributions frormoncontrolling interests in limited partnerships the nine months ended September 30, 2009 and 2008,
respectively. Cash received from exercise of stock options$6dr,800and $165,000 for the nine months ended
SeptembeB0, 2009 and 2008, respectively.
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Certain notes payable require prepayment premiums in certain circumstances. In addition, certain notes payable contai
certain restrictive covenants including debt coverage ratios, periodic reporting requirementinéethmee of operations at
certain Companypperated restaurants that collateralize the notes payalfapid¢mbeB0, 20®, the Company was in
compliance with all covenants on the notes payable.

Liquidity

The CompanyOs primary sources of liquidity ash@enerated from operations and, if needed, borrowings under its existin

line of credit. The Company continually reviews its available financing alternatives. In addition, the Company may consi
on an opportunistic basis, strategic decisions taenesue and improve operational performance.

CONTRACTUAL OBLIGATIONS

The table below sets forth a summary of contractual obligations that will impact future liquiditpe@gtembeB0, 2009:

Payment due by period

Contractual Obligations 2009 2010 2011 2012 2013 Thereafter Totals
Longterm debt................. $ 2,564,76: $ 62,21 $ 134,18¢ $ 148,34. $ 52583 N  $2,962089
Operating leases.............. 165,86° 639,88 367,61: 399,17: 405,08¢ 766,90¢ 2,744,52:
Interest expense (1)......... 28,47( 40,45¢ 27,65¢ 13,50: 1,101 111,18¢
Tax obligations (2)........... 11,80¢ N N N N N 11,80¢
Other longterm

liabilities (3)...........ce.... N N N N N 527,77( 527,77(
TotalS....cooveiieieee $ 2,770,900 $ 742,550 $ 52945! $ 561,01- $ 458,70 $1,294,67i $6,357,37

(1) Reflects future interest payments through scheduled maturity dates based upon average borrowing rates, outstanding debt
and scheduled principal payments on kiegn debt. Interest on the CompanyOs variable rate debt is based on thedtgdrest r
effect atSeptembeB0, 2009.

(2) Reflects recognized liabilities for uncertain tax positions under the provision FIN 48. (SeetbltheCompanyOsasolidated
financialstatementsncluded in Item 1 of this repgrt

(3) Reflects the cash paoh of the CompanyOs purchase obligation to purchase the ownership percentage of the minority interes
holder of Mustang Capital Advisors, LP.

CRITICAL ACCOUNTING ESTIMATES

The discussion and analysis of financial condition and results of operaticasei én the consolidated financial statements
and accompanying notes that have been prepared in accordance with United States generally accepted accounting prin
The preparation of these consolidated financial statements requires managementestimaites and assumptions that

affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of t
consolidated financial statements and the reported amounts of revenues and expenses deportitigeperiod. Actual

results could differ from those estimates.

Application of the critical accounting policies discussed below requires significant judgments by mana@ésreas a

result of the need to make estimates of matters that are inlyaranértain. If actual results were to differ materially from

the estimates made, the reported results could be materially affected. The Company is not currently aware of any reasc
likely events or circumstance that would result in materially difieresults. The CompanyOs senior management has
reviewed the critical accounting policies and estimates and the ManagementOs Discussion and Analysis regarding then
the Audit and Finance Committee of the Board of Directors.

The following are areas geiring significant judgments and estimates due to uncertainties as of the reporting date: trade
accounts and notes receivable and the allowance for doubtful accounts, investments, determination of useful lives and t
evaluation of any impairment of lodtyed assets (including franchise royalty contracts, investment management contracts
and limited partnership agreements, goodwill and property and equipment), commitments and contingencies, and incon
taxes.
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Trade Accounts and Notes Receivable and tlewvahce for Doubtful Accounts

The Company collects royalties, and in some cases rent, from franchisees. The Company views trade accounts and no
receivable and the related allowance for doubtful accounts as a critical accounting estimate sinegatieedto doubtful
accounts is based on judgments and estimates concerning the likelihood that individual franchisees will pay the amount:
included as receivables from them. In determining the amount of allowance for doubtful accounts to be recorded for
individual franchisees, the Company considers the age of the receivable, the financial stability of the franchisee, discuss
that may have occurred with the franchisee and a judgment as to the overall colleciathibtyeceivable from the
franchisee.In addition, the Company establishes an allowance for all other receivables for which no specific allowances
deemed necessary. If average sales or the financial health of franchisees were to deteriorate, the Company might have
increase the allowece for doubtful accounts.

Investments

Marketable equity securities held by Western Sizzlin Corporation are held for an indefinite period and thus are classified
availablefor-sale. Availablefor-sale securities are recorded at fair value in Investsia Marketable Securities on the
consolidated balance sheet, with the change in fair value during the period excluded from earnings and recorded net of -
a component of other comprehensive income (loss). Fair value is determined through thiiosedaharket values on
national exchangesOn a quarterly basis, the Company performs an assessment to determine whether there have been ¢
events or economic circumstances to indicate that a marketable equity security with an unrealized losseltbstbaffe
thantemporary impairment, pursuantfF&SB ASC 32010-65 (formerlyFSP FAS 118 and FAS 124).

Western Acquisitions, LP and Mustang Capital Advisors, LP are, for GAAP purposes, investment companies under the
AICPA Audit and Accounting Guidenvestment Companie§he Company has retained the specialized accounting for
Western Acquisitions, LP and Mustang Capital Advisors, LP pursud&$B ASC 81010-25 (formerlyEITF Issue
No.85-12, Retention of Specialized Accounting for Investments ms@uatior). As such, marketable equity securities held
by Western Acquisitions, LP and Mustang Capital Advisors, LP are recorded at fair value in Investments in Marketable
Securitiesheld by limited partnershipsvith unrealized gains and losses resgltirom the change in fair value reflected in
the Statement of Operations. Fair value is primarily determined through the use of quoted market values on national
exchanges.

Longlived Assets, Franchise Royalty Contracts and Goodwill

The Company views thdetermination of the carrying value of leliged assets, franchise royalty contracts, goodwill,
investment management contracts and limited partnership agreements as critical accounting estimates since it must evi
the estimated economic useful lifeorder to properly depreciate or amortize the {iwgd assets, franchise royalty

contracts, and investment management contracts and limited partnership agreements and because it must consider if tt
of any of the longived assets have been ingal, requiring adjustments to the carrying value. Goodwill is not subject to
amortization but is subject to at least an annual impairment test to determine if the carrying amount exceeds its fair valu

Economic useful life is the duration of time thesat is expected to be productively employed, which may be less than its
physical life. The estimated economic useful lives of {hngd assets are monitored to determine if they continue to be
appropriate in light of changes in business circumstances.

The Company must also consider whether {wed assets (including property and equipment and intangible assets) have
been impaired to the extent that we must recognize a loss on such impairment, including goodwill impairment. The Com
evaluates its log-lived assets for impairment at the restaurant, franchise and investment company levels on an annual be
or whenever changes or events indicate that the carrying value may not be recoverable. The Company assesses impair
each level of assets basen the operating cash flows of the restaurant, franchise and investment operations and our plan
each restaurant unit, franchisee contract, or investment. Generalgstalirantinits with negative cash flows from

operations for the most recenteiwe months at each quarter end are included in the CompanyOs assessment. In performi
our assessment, the Company must nasiseimptions regarding estimated future cash flows, including estimated proceeds
from similar asset sales, and other factors terdgihe both the recoverability and the estimated fair value of the respective
assets. If the lontived assets of a restaurant are not recoverable based upon estimated future, undiscounted cash flows,
Company writes the assets down to their fair valunese estimates or their related assumptions change in the future, the
Company may be required to record additional impairment charges.
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The Company evaluates goodwill for impairment on an annual basis during the fourth quarter of each year, or more
frequently if an event occurs that triggers an interim impairment test. The Company determines the fair values of our
reporting units using the discounted cash flow method. This method uses projections of cash flows from each of the
reporting units. Seval of the key assumptions in estimating future cash flows include periods of operations, projections ¢
operating profits, and weighted average cost of capital. These assumptions are derived @ompéreyOs internal budgets
and consideration of availlomarket data. The factors which contribute the greatest variability in our estimates of fair
values are the weighted average cost of capital and estimates of future operating profits.

Purchase Obligation

In connection with our acquisition of a contiog interest in Mustang Capital Advisors, LP and Mustang Capital
Management, LLC, the Company is obligated to purchase the minority interest@oldeership percentage upon the
occurrence of certain events. The purchase obligation will ultimatelgtthedsin cash and shares of the CompanyOs
common stock. The Company is accounting for this purchase obligation pursE&8BoASC 48010 formerly Statement
of Financial Accounting Standarti. 150 (As Amended) Accounting for Certain Financial Inaiments with
Characteristics of Both Liabilities anquity). The resulting liability is reported in other lotgrm liabilities on the
accompanying financial statements.

Commitments and Contingencies

The Company views accounting for contingencies agtiaal accounting estimate since loss contingencies arising from
claims, assessments, litigation, fines and penalties and other sources require judgment as to any probable liabilities inct
Actual results could differ from the expected results ddatexchbased on such estimates.

Income Taxes

The Company records valuation allowances against deferred tax assets, when necessary, in accorBag A8E 740
(formerly SFASNo. 109, @ccounting for Income Tax@s Realization of deferred tax assetslépendent on future taxable
earnings and is therefore uncertain. The Company assesses the likelihood that deferred tax assets in each of the jurisdi
in which it operates will be recovered from future taxable income. Deferred tax assets do netfirtaledtax benefits that

the Company deems likely not to be realized.

In July 2006, the FASB issudedASB ASC 74010 (formerlyFASB Interpretation Number 48ccounting for Uncertainty in
Income Taxes, an Interpretation of FASB StaterNenf09). FASB ASC 74010 prescribes a recognition threshold and
measurement attributes for the financial statement recognition and measurement of a tax position taken in a tax return.
Company must determine whether it is Oniiiy-thannotO that a tax positiavill be sustained upon examination,

including resolution of any related appeals or litigation processes, based on the technical merits of the position. Once it
determined that a position meets the mideely-thannot recognition threshold, the positice measured to determine the
amount of benefit to recognize in the financial statemeffsSB ASC 74010 applies to all tax positions related to income
taxes subject to FASBSC 740

OTHER
Impact of Inflation

The impact of inflation on the costs afdd and beverage products, labor and real estate can affect the CompanyOs opera
Management believes the Company has historically been able to pass on increased costs through certain selected men
increases and has offset increased costs bgased productivity and purchasing efficiencies, but there can be no assuranc
that the Company will be able to do so in the future. Management anticipates that the average cost of restaurant real e«
leases and construction cesbuld increase in thiaiture which could affect the CompanyOs ability to expand. In addition,
mandated health care or additional increases in the federal or state minimum wages could significantly increase the
CompanyOs costs of doing business.

Item 3. Quantitative and Qualitative Disclosure about Market Risk

As of SeptembeB0, 2009, the CompanyOs financial instruments are not exposed to significant market risk due to foreign
currency exchange risk. However, the Company is exposed to market risk related to changest ipriveslof marketable
securities, interest rates related to certain debt obligations, and commodity risks.
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Market Price Risk

The Company(sarketable securities are currently concentrated in a few investments. A change in market prices expose
Company to market risk related to the investments in marketable securities.SaptefmbeB0, 2009, the Company held
$29.7million in availablefor-sale marketable securities. A hypothetical 10% decline in the market value of those securitie
would resultin $2.97 million of unrealized losses and a correspondiagline in their fair values &eptembeB0, 2009.

This hypothetical decline would not affect the CompanyOs cash flows unless the securities were disposed of.

Interest Rate Risk

The Company hasxposure to interest rate risk related to certain instruments entered into for other than trading purposes
Specifically, borrowings under the loan associated with the Texas land purchase and revolving credit facility bear interes
variable rates basezh the prime rate minus .5%. The nature and amount of borrowings under the credit facility may vary
a result of future business requirements, market conditions and other factors.

Commodity Price Risk

The Company purchases certain food products asdyeef, poultry, pork, eggs and coffee, and utilities such as gas and
electricity, which are affected by commodity pricing and are, therefore, subject to price volatility caused by weather,
production problems, delivery difficulties and other factors #natoutside of the CompanyOs control and which are generall
unpredictable. Changes in commodity prices affect the Company and competitors generally and often simultaneously. Ir
general, the Company purchases food products and utilities based uponprieesetstablished with vendors. Although
many of the items purchased are subject to changes in commaodity prices, the majority of our purchasing arrangements
structured to contain features that minimize price volatility by establishing fixed priailigrgmice ceilings and floors. The
Company uses these types of purchase arrangements to control costs as an alternative to using financial instruments to
commodity prices. The Company has determined that our purchasing agreements do not qualifgtae dinancial
instruments or contain embedded derivative instruments. In many cases, the Company believes it will be able to addres
commodity cost increases which are significant and appear to béelongn nature by adjusting our menu pricing or
changing our product delivery strategy. However, competitive circumstances could limit such actions and, in those
circumstances, increases in commodity prices could lower its margins. Because of the oftemmshwature of commodity
pricing aberrationand our ability to change menu pricing or product delivery strategies in response to commaodity price
increases, the Company believes that the impact of commodity price risk is not significant.

The Company has established a policy to identify, controhasithge market risks which may arise from changégerest
rates, commodity prices and other relevant rates and prices.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Based on an evaluation of the CompanyOs diselesatrols and procedures (as defineRires13a15(e)and 15d

15(c) under the Securities Exchange Act of 1934, as amended), the CompanyOs Chief Executive Officer and Chief Fin.
Officer have concluded that its disclosure controls and procedureseffective as oSeptembeB0, 2009.

Changes in Internal Control Over Financial Reporting

There have been no changes in its internal control over financial reporting that occurred during the current quarter ende
SeptembeBO, 2009 that have materiglaffected, or that are reasonably likely to materially affect, the internal control over
financial reporting.

PART II. OTHER INFORMATION

Iltem 1. Legal Proceedings

In addition to those proceedings discussed in Nat® the CompanyOs consolidatadhcial statemeniscluded in ltem 1
of this reportthe Company is involved in various other claims and legal actions which are routine litigation matters
incidental to the business. In the opinion of the management, the ultimate disposition ofttbesetiers will not have a
material adverse effect on the CompanyOs financial condition, results of operations or liquidity.

31



Item 1A.Risk Factors

An investment in the common stock of any company involves a degree of risk. Investors should caesidigrtbe risks

and uncertainties described in the CompanyOs Annual Regatroi0-K filed with the SEC, and those other risks
described elsewhere in this report, before deciding whether to purchase our common stock. Additional risks and
uncertaintis not currently known to us or that we currently deem immaterial may also become important factors that may
harm the CompanyQOs business, financial condition, and results of operations. The occurrence of risk factors could harn
CompanyOs business, finil condition, and results of operations for company operations, as well as franchised operatiol
The trading price of the CompanyOs common stock could decline due to any of these risks and uncertainties, and stock
may lose part or all of theinvestment.

The Companyasrevised and updated thisk factor entitled Our investment activities could require registration as an
Investment Companyi@cluded in the ORisk FactorsO section of Compamy(Dal Report ofform10-K for the year ended
Deceember 31, 2008&s set forth belowExcept as set forth belowhdre have been no material changes irrighefactors
described in the CompanyOs Annual RepoRaym 10-K for the year ended December 31, 2008

Our investment activities could require registration as an Investment Company.

We have historically been principally engaged in franchising and operating restaurants and we do not presently intend t
change our principal business. However, we may inadvertently fall within the definition ofestni@nt company under the
Investment Company Act of 1940, as amended, in part if we own investment securities having a value exceeding 40% c
value of our total assets (excluding government securities and cash items) on an unconsolidated bagjh.invigistment
securities currently represent less than 40% of our total assets, determined based on our current market capitalization
(excluding government securities and cash items), the value of the investment securities that we hold, and thedbtal valu
our assets, can change significantly from time to time. As a result, we could fail to satisfy the 40% test in part if the valu
our investment positions increases substantially, or if the value of otinmestment assets decreases substantiBéylure

to satisfy the 40% test does not automatically mean that we would be required to register under the Investment Compar
and the Board has not adopted any strict numerical limit on our investment activities.

If our investment activities inadwtently result in our being determined to be an investment company and we fail to registe
as an investment company, we might be unable to enforce contracts with third parties, and third parties could seek resci
of transactions with us undertaken dahgrithe period that we were an unregistered investment company, subject to equitabli
considerations set forth in the Investment Company Act. In addition, we might be subject to monetary penalties or injun
relief, or both, in an action brought agaiostby the SEC.

If we decide to register as an investment company, then we would become subject to various provisions of the Investme
Company Act and the regulations adopted under such Act, which are very extensive and could adversely affect our
operatims. For example, we might be prohibited from entering into or continuing transactions with certain of our affiliate:

Item 4. Submission of Matters to a Vote of Security Holders

At the Annual Meeting of the Stockholders héldgust 13 200, the following persons were elected to the Board of
Directors for a ongear term, until the 2D Annual Meeting of Stockholders, or until their successors are elected and
qualified:

Shares Shares
NOMINEES .......cevvniiiiiiiiiii e voted for withheld
Sardar Biglari........cocooeeeiiiiiiiiiienns 2,177,39 52,48¢
Philip L. Cooley........ccoocvveeiiiiiiena. 2,177,40! 52,47¢
Titus W. Greene.......cccoeeevvevevevnerenne. 2,201,16: 28,72:
Kenneth R. Cooper.........ccccvveeennnne. 2,201,16: 28,72:
Jonathan Dash...........cccceeeeeeeeeeeee, 2,177,39! 52,48t
Martin S. Fridson.........cccoeviviveeeeeennnn. 2,177,40! 52,47t
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Item 6. Exhibits:

31.1 Certification of Chief Executive Officer pursuant to Rulga14(a).

31.2 Certification of Chief Financial Officer pursuant to Rdlga14(a).

2

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. SectRBD.

32.2 Certification of ChiefFinancial Officer pursuant to 18 U.S.C. Secti@50.
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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 sic
on its behalf by the undersigned hereunto duly authorized.

Western Sizzlin Corporation

By:

Sardar Biglari
President and Chief Executive Officer

By:

Robyn B. Mabe
Vice President and Chief Financial Officer

Date Novemberl2, 2009
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Exhibit 31.1

SECTION 302 CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

I, Sardar Biglari, certify that:

1.

2.

a.)

b.)

c.)

d.)

a.)

b.)

| have reviewed this quarterly report Barm10-Q of Western Sizzlin Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omitrieattaitd &act
necessary to make the statement made, in light of the circumstances under which such statements were made, not misl|
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and otheciamformation 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;

The registrantOs other certifyingiadr and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Rates13a15(e) and 15d15(e) and internal control over financial reporting (as
defined in Exchange A®ules13a15(f) and 15d15(f) for the registrant and have:

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

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

Evaluated the effectiveness of the registrantOs disclosure controls and procedures and presented in this report our con
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by thisdeport bas
such evaluation; and

Disclosed in this report any change in the registrantOs internal control over financial reporting that occurred during the
registrantOs most recent fiscal quarter (the registrantOs fourth fiscal quarter in the casealfrap@mthat has materially
affected, or is reasonably likely to materially affect, the registrantOs internal control over financial reporting ; and

The registrantOs other certifying officer and | have disclosed, based on our most recent evhinteioal control over
financial reporting, to the registrantOs auditors and the audit committee of the registrantOs board of directors (or person
performing the equivalent functions):

All significant deficiencies and material weaknesses in tisggdeor operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrantOs ability to record, process, summarize and report financia
information; and

Any fraud, whether or not material, that inveésmanagement or other employees who have a significant role in the
registrantOs internal controls over financial reporting.

Date Novemberl2, 2009

Sardar Biglari
Chief Executive Officer



Exhibit 31.2

SECTION 302 CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

I, Robyn B. Mabe, certify that:

1.

2.

(@)

(b)

(©)

(d)

a.)

b.)

| have reviewed this quarterly report Barm10-Q of Western Sizzlin Corporation;

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

Based on my knowledge, the financial statements, and other finarfoi@hation 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;

The registrantOs other certifying offie@d | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Rates13a15(e) and 15d15(e) and internal control over financial reporting (as
defined in Exchange A®ules13a15(f) and 15d15(f) for the registrant and have:

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

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

Evaluated the effectiveness of the registrantOs disclosure controls and procedures and presented in this report our con
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report bas
such evaluation; and

Disclosed in this report any change in the registrantOs internal control over financial reporting that occurred during the
registrantOs most recent fiscal quarter (the registrantOs fourth fiscal quarter in the case of epaat)rthat has materially
affected, or is reasonably likely to materially affect, the registrantOs internal control over financial reporting ; and

The registrantOs other certifying officer and | have disclosed, based on our most recent evaloteioalafantrol over
financial reporting, to the registrantOs auditors and the audit committee of the registrantOs board of directors (or person
performing the equivalent functions):

All significant deficiencies and material weaknesses in the desigperation of internal control over financial reporting
which are reasonably likely to adversely affect the registrantOs ability to record, process, summarize and report financia
information; and

Any fraud, whether or not material, that involvesnagement or other employees who have a significant role in the
registrantOs internal controls over financial reporting.

Date:Novemberl2, 2009

Robyn B. Mabe
Chief Financial Officer



Exhibit 32.1
OFFICER’S CERTIFICATION

Pursuant to 18 U.S.Gection1350, the Chief Executive Officer of Western Sizzlin Corporation (the OCompanyQ), hereby certifies
that theForm 10-Q for the period endeBeptembeB0, 2009 and the financial statements contained therein, fully comply with the
requirements of Sions 13a) or 15d) of the Securities Exchange Act of 1934, and the information contained Fothel0-Q and

the financial statements thereto fairly present, in all material respects, the financial condition and results of operations of the Cor
asof SeptembeBO, 2009, and the period then ended.

Date:Novemberl2, 2009




Exhibit 32.2
OFFICER’S CERTIFICATION

Pursuant to 18 U.S.Gection1350, the Chief Financial Officer of Western Sizzlin Corporation (the OCompanyO), hereby certifies
the Form 10-Q for the period endeBeptembeB0, 2009 and the financial statements contained therein, fully comply with the
requirements of Sections (3 or 15d) of the Securities Exchange Act of 1934, and the information contained kothel0-Q and

the financial statements thereto fairly present, in all material respects, the financial condition and results of operations of the Cor
as ofSeptembeB0, 2009, and the period then ended.

Date:Novemberl2, 2009




