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PART |
Item 1. Description of Business.

Overview: Good Times Restaurants Inc., a Nevada corporatien"Company"), was organized in 1987. The Compamgsentially a holding company for its whollyred subsidiary, Good Times Drive Thru Inc., whistengaged
the business of developing, owning, operating aadchising hamburger-oriented drive-through restatsr under the name Good Times Burgers & Frozema@lisMost of our restaurants are located in thatfange communities
Colorado but we also have franchised restauraritiaimo, North Dakota and Wyoming. The terms "G®aodes", "we", "us" and "our" where used herein reéfethe operations of Good Times Drive Thru Ined af the Company.

Recent Developments:After several years of same store sales growdhyding several months of double digit growth iscéil 2007 and early fiscal 2008, we experiencedmatic change in our sales trends, beginning ity ealenda
2008 as the economy began to slow and competitieeng pressures intensified. Due to the dramdgicline in consumer spending, the unprecedentedimicommodity costs and the upheaval in the tredikets, we suspended mos
our restaurant development under both the duakbi@mat and under the Development Agreement with Partners LLC described below. We also hadow #he pace of development of company-owned restasir

As discussed below in Concept and Business Stravegjyre focusing on regaining our same store satgsentum, improving our core value propositiontfe consumer and evolving the brand to a morelyidjfferentiated position i
the marketplace.

The initial store of a dual brand test with a larggional Mexican quick service restaurant chaacorJohn's International, opened in the springd6#2We converted two existing underperforming Gdoodes to the dual brand forma:
June 2005 and February 2006 and we opened a nevbidual companywned restaurant in August 2006. Four additionahdhised dual brand restaurants were opened dfisicej 2006 in Colorado and North Dakota and
additional franchised dual brand restaurants wpened during fiscal 2007 in Wyoming and North Dakomitial sales at the test stores generally oneixceeded expectations. However, operating eosts significantly higher thi
anticipated and customer service measures were laviiee dual brand operation, limiting its franehiexpansion potential. In December 2007 we gigmemission for a North Dakota franchisee to teate their Good Times franch
agreements in the dual brand concept and effeBta@mber 2008 one Wyoming dual brand franchiseeageet will also be terminated. Our dual brand &gseement expired in September 2008 by mutuakaggat. However, ot
additional franchised dual brand restaurant wikmn December 2008 in Sheridan, Wyoming.

On December 3, 2007, we entered into a developagreement with Zen Partners LLC that is comprideal@evelopment Agreement, a Management AgreenrehaéBite Selection, Construction Management aadDPening Service
Agreement. David Grissen, a significant stockholfed a member of our board of directors, has a @8%¥ership interest in Zen Partners LLC. The agesgs provide for the development of up to twefitg-restaurants with a five ye
development schedule for up to ten restaurantaaraption to develop an additional fifteen restatgaexercisable any time during the initial fiveay period. We will operate the restaurants iitjour employees on the same basis as
we would company-owned restaurants; however, Zemé&a LLC will provide all development and opengticapital. For each restaurant that is developedyill receive a monthly management fee of 5%rofss operating revenues
for the restaurant, and a services fee of $25,806.may provide a limited lease guaranty on thigairthree restaurants developed, for which we reitieive a lease guaranty fee equal to 1% of et séthe restaurant for so long as the
lease guaranty is in effect. We may also arraaffelsaseback transactions for sites of the remtsideveloped, for which we will receive a satesback fee of $7,500 per restaurant. We will pésticipate in the ongoing profitability
of the restaurants by receiving an incentive fagaktp (i) 30% of the incentive income (as defirethe Management Agreement) per year until Zemnees LLC has received a 25% return on its nettgguvestment and (ii) 20% of the
incentive income per year thereafter. The totalfeiamounts of these fees and participationsyyif & be received by us, and the interest thexebavid Grissen, in connection with this transaetare not currently determinable. In
August 2008 we announced the suspension of developof Good Times restaurants with Zen Partners.LIN® currently plan to reevaluate expansion disiomsas conditions impacting our sales trendsptaeroeconomic
environment and credit markets may change.

Concept and Business Strateg\Ve operate with two different formats that haveleed over the course of our history: a smalleQ 88uare foot double drive thru building focusedidme thru service and limited walk up servicedan
a newer 2,400 to 2,700 square foot, 70 seat dimiom format that is the model for future storese &ve currently further refining the prototype desio reduce development costs and improve theretuinvestment model for
company owned and franchised restaurant expanstbrav2,000 square foot, 50 seat dining room detfighwill carry forward all of the core design ralents of our prior prototype design.

The most reliable measure of customer loyalty értlikelihood to recommend a restaurant brandr @jective is to have every customer and everyleyee want to recommend Good Times to their frienfis achieve this, we ha
developed the following strategies.




§ Focus on our most important drivers of success:
o Values.We strive to build and develop behaviors and exiists around what we value most throughout thepamy: integrity, continued improvement, customelty and respect for each other.

o People. Beginning with our Operating Partner Program, jee@pe our strongest asset. We seek to hire higlity people throughout and provide them with coamensive training programs to ensure that we eletiensistent|
superior products and service.

o Distinctive quality. We strive to offer unique, highly distinctive tasteith the highest quality ingredients availablé¢hie quick service restaurant category.
o Excellent systemsWe strive to provide the best systems and prosessevery area to free our management to focueatting their people.

§ Offer high quality, unique menu items that provdeeptional value Our restaurants feature menu items that are unigtree quick service segment, and flavor profilest are associated more with casual theme restattamn witl
fast food. Whenever possible, products supporbtaaed umbrella of "fresh, high quality ingredi¢ngsich as fresh frozen custard made fresh througheuday in every restaurant, 100% all naturale@ain beef, fresh squee
lemonade, fresh leaf lettuce, grilled honey curacan, sliced Bermuda onions and toppings suchadguacamole, grilled pineapple and sautéed moshso Each menu category has signature recipesuvitiirreverent names tt
build Good Times' notraditional personality such as Wild Fries with WiDippin Sauce, Big Daddy Bacon Cheeseburger, Migreluxe, Burnin' Buffalo Chicken and Cappuccinodila Joe, Raspberry Torte and Strawk
Cheesecake Addiction Custard Spoonbenders. We eséinary consultant to assist in the ongoing treent of new products and validate a productf®eapthrough research, testing and customer fe&dtauels prior to it
rollout. We rolled out a new 100% all natural Goén beef snackized burger available in 3 packs and 5 packscéfie Bambino Burger to appeal to the more budgesdous consumer in May of 2007 which generatguifitant
sales growth until January of 2008. Consumer faekihas shown that the product is unique and coeumse it for a different occasion than our tiadél products, but it has not been a viable stiistifor competing $1 val
menus. We do not offer a broad menu of $1 itenssdmnot believe we can compete effectively at giriate with the major chains. We are making sigaift changes to our entire menu to leverage otitagge of quality produc
and to position the Good Times brand for a morgumiand highly differentiated consumer experien@&ose product and system changes include theafimiy:

a.  The introduction of fresh, never frozehpatural, purebred Angus beef for all of our busgeThe beef is Certified Humanely Raised, hagnbad antibiotics or growth hormones and is vegetded.
Increasing the size of our hamburger palijeapproximately 10% on a new split top, spondeedabun that is 20% heavier with increased portafrfsesh produce.

A permanently reduced price for our coréule Burger and Deluxe Cheeseburger for a strongjele proposition.

Establishing a new fresh grilled, honey duvacon burger category with new flavor profiles.

Reworking our chicken category with 100%ast meat sandwiches and tenders with revisedrffarefiles that are unique to fast food.

-0 aoe o

Evaluating homemade, hand-breaded oniugsri

Evaluating homemade, fresh cut fries.

= @

Raising the sales and promotional actigftpur fountain category of fresh squeezed lemosiailesh frozen custard treats, shakes, maltslaats f
i Re-training every team member in everya@sant on every position with new standards.

. Establish a unique brand position in quick serviestaurants. We aspire to have Good Times stand for "progdiod the way it used to be. Good Times is briggieal food back to fast food with pure, wholesdoed tha
tastes the way food used to taste." Key brandauifpr that will include attributes such as "Frestll Natural”, "Fresh Grilled”, "Authentic”, "Hmemade", and "Fresh Squeezed" with a theme of freskdients and hand craf
food.




§ Continually improve our fast, friendly, personalstemer serviceWe strive to optimize and personalize the intecactietween our employees and customers, partigudathe points of order and payment, to build putation a
having the friendliest service. We manage the fadece interaction with our customers througheesive employee screening and hospitality traimngnsure their experience is punctuated by a#enfiiendly service. Durir
fiscal 2009 we plan to introduce a new online stireg and hiring system to reduce our hourly empdotenover and hire for good service attitudesdifidnally, we plan on introducing video trainingpls for the first time that w
enhance consistent execution of our quality stafelBpeed of service through our drive thru lasémportant to the consumers' need for convenidnaeis always secondary to delivering the higlyestlity product possible. V
monitor each car's service time and have develometive programs for management and employegstntain our quick service standards.

§ Build customer loyalty through a unique brand exgece. In addition to fast friendly service and greatitagiproducts, we strive to maintain clean, safe apglealing facilities with a particular emphasisweeil groomed landscapir
freshly painted exteriors and merchandising thghlights the unique product attributes and flawafreur products. We believe that everything thetamer sees, smells, hears and feels influencésowerall impression and t
reputation of Good Times and that Good Times' tatgstomer is seeking more out of even a quickisemestaurant experience. While providing an Benevalue at an average check slightly over $5pseson, we do not focus
offering the lowest price or the biggest portions.

§ Build awareness of the Good Times Burgers & Fra2astard brandWe believe that Good Times has built substantiahrequity among our customers and has become kfwveur quality, service and signature tastestiqaarly
within the hamburger category. We believe thersigsificant opportunity to continue to build thaputation within the hamburger category by coritiguo build a stronger overall value propositiolancrease awareness of
frozen custard and fountain category. As we coetitaubuild out the Colorado market, we plan toéase our media advertising, raising our overallraness and building a highly differentiated braedspnality. Our objective is
create customer loyalty and affinity for Good Times

§ Continually improve our employees' knowledge arafigiency of our core processé3ur customers' experience is driven by the abiftpur management and employees to consistentiyuéselearly defined processes in every
of our business. We believe that our employesdhtieb and attitudes are directly related to ohbility to provide well designed service, producti@nd operating processes and effective trainingai@avs them to continually leal
improve and succeed. We train, test, certify anattain all employees and management on all otote operating and management processes to cadiytimprove levels of proficiency.

Current fiscal year initiatives

1. Consistently Grow Same Store SalesVe will continue to focus on comparable restausafés driven by increases in guest counts andasesein the average guest check. Same storedegiesmsed 1.6% in fiscal 2008 compi
to fiscal 2007. We experienced the largest deeseamsthe last four months of the year as the nemaoeomic environment deteriorated. We hope teeme guest counts in fiscal 2009 through a rfadgited approach to continu:
improve the Good Times brand experience for outorners by:

. Establishing an improved core value profpmsithat is centered on the price/value relatigmsii our Deluxe and Double Cheeseburgers.

. Expanding our core consumer target to include mMéréo 29 year olds, who show a higher affinity &irnatural products and are amongst the heavissof quick service restaurants. We will corginol orient our med
advertising to this core consumer group.

. Evolving the Good Times brand position unal@ew umbrella of "Back to Real Food."

. Increasing our level of discount offerptomote the trial of new and re-engineered products

. Improving our execution on customer sendoé the delivery of our brand experience throwgtraining of all of our employees on new standamis heightened expectations.

. Continuing to reinvest in our existing facilitiestiv enhanced landscaping, patios and exterior imgjldinishes to improve the restaurants' curb abped appearance. We plan to remodel select mesteuwith finishe
consistent with our new restaurants so that we has@nmon image, regardless of the format or agleeofestaurant.
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2. Manage Restaurant Operating Costsfiscal 2008 was again a challenging macro envirarfag food, paper and labor costs in the restauratustry, with unprecedented increases in comtgamists that affected most of «
product ingredient costs. We implemented a cunudattal weighted menu price increase of 4.8% dufiscal 2008, but we experienced a weighted irseen the cost of our food and paper ingredients286, with the majority ¢
those cost increases coming in the last six moutthise year, so our gross profit margin decline@4for the year. Although the consumer spendingrenment is heavily weighted toward value and fmice, we are limited in o
ability to take additional price increases. Coftraninimum wage increased from $5.15 to $6.85 per lon January 1, 2007 and increased again to $h@2nuary 1, 2008, which increased our overajenstale by approximate
$.72 per employee hour over the last two yearsiring fiscal 2008, we engineered labor hours outwfsystem through improved efficiencies withdifiteting our service levels and plan to continuéoktus on reducing noservice
hours. Typically, our newly opened restaurantsally experience higher operating costs in bothaits and percentage of revenues when comparedrteestaurants open for more than a year. Accglylisales volumes, timing
openings and initial operating margins of any nestaurants are expected to have an impact on ewsaloprofitability until our restaurant operatibgse is large enough to mitigate the impact ofetlogening costs and inefficienci

3. New Restaurant Growth: Our newer prototype model stores located on pigfile pad sites in big box retail and strip cestie higher income demographic areas are perfgmimsistently above the average of our older si
While we still believe that we can add an additloh@ to 15 restaurants in Colorado over the nexerss years as sites become available, our ahiitgffectively finance those new stores is drivgnoor sales growth ai
profitability, so we have slowed the acquisitionnefv sites. We closed on one restaurant sitetén2@08 and have it fully titted and permitted dmvelopment, but we will wait until we see an imgment in our sales trends i
operating cash flow before we develop the site. Sivepended our developer-owner and compamyed development in Nebraska due to the dramahificis the credit markets and the inability for asd our developer partners
access acceptable debt financing. Good Timesrugegito offer franchises for the development oftamithl Good Times restaurants, however we areantively marketing for new franchisees and we teated our Vice Preside
of Franchise Development in late 2008. We hopeesame an accelerated franchise development prolgased on the success of our branding initiatideselopment of the smaller prototype building amgiovement in tk
macro-economic environment.

Expansion strategy and site selectiorOur longer term strategy is to become a super nagiorand in select contiguous markets, maximizingoverall brand awareness and distribution, ntargeand operational efficiencies.

We plan on developing our new prototype restaudastgn on sites that are on or adjacent to bigdsayrocery store anchored shopping centers in a@ivity and employment areas. Our site selediivmew restaurants is orien
toward slightly higher income demographic areas tiany of our urban locations and most of our tedjerade areas are in relatively high growth aoéake Denver, Colorado Springs and northern Galomarkets.

We lease most of our sites. When we do purchasdelevelop a site, we intend to sell the develojtedrsto the saldeaseback market under a long term lease. Ourapyisite objective is to secure a suitable sitéh wie decision to bt
or lease as a secondary objective. Our site exitecludes a mix of substantial daily traffic, dég of at least 30,000 people within a three midldius, strong daytime population and employmesepeetail and entertainment tra
generators, good visibility and easy access.

Restaurant locations:We currently operate and franchise a total of fiityy Good Times restaurants, of which forty-eigtet i Colorado, with fortythree in the Denver greater metropolitan areagtimeColorado Springs, one in Gre
Junction and one in Silverthorne.

Denver, CO
Colorado
Greater North
Total Metro Other Idaho  Wyoming  Dakota

Good Times co-owned & co- 27 24 3
developec
Good Times franchise 17 14 2 1
Dual brand c-owned 3 3
Dual brand franchise 5 2 2 1

Total 52 43 5 1 2 1




2007 2008

Compan-owned restauran 18 21
Joint venture restaurar 9 9
Franchise operated restaure 27 22

Total restaurant 54 52

terminated their Good Times franchise agreemettténdual brand concept and has stopped selling Goods products in their two locations. In Mard08 we purchased two Good Times restaurants froexisting franchisee.
June 2008 the Good Times franchisee operatingeat/tiversity of Wyoming Food Court ceased operatinten the contract to operate in the food coypired. There are no plans for this franchiseeperate in another location.
October 2008 we opened one new company-owned rastdn Firestone, Colorado.

Menu: The menu of a Good Times Burgers & Frozen Custsthurant is limited to hamburgers, cheeseburgisken sandwiches, french fries, onion rings,Hregueezed and frozen lemonades, soft drinks aamdrfrcustard product
Each menu item is made to order at the time theomes places the order and is not pre-prepared.

The hamburger patty is prepared with specially fdated and seasoned Coleman 100% natural beegdserva 4 1/4 inch bun. Coleman was acquired byekAll Natural Beef and as of January 2009 albof hamburgers will £
made from fresh, all natural, pure bred Angus bé&mburgers and cheeseburgers are garnishedretth iceberg lettuce, fresh sliced sweet red onimagonnaise, mustard, ketchup, pickles and frésbdstomatoes. Other specic
hamburger toppings include guacamole, fresh grhledey cured bacon, and proprietary sauces. Tiekezhproducts include a spiced, battered wholecheusreast patty and a grilled seasoned breast, fhatth served with mayonnai
lettuce and tomatoes and Chicken Dunkers, wholasbmaeat breaded strips. Signature chicken sandwicitlude the Burnin' Buffalo, Tasty Teriyaki, Bepcorn Ranch and Guacamole Chicken. Equipmenbées automated a
equipped with compensating computers to delivesresistent product and minimize variability in ogérg systems.

All natural Angus beef is raised without the usesy hormones, antibiotics or animal byproducts #ha normally used in the open beef market. Wievrethat all natural beef delivers a better tagproduct and, because of the rigol
protocols and testing that are a part of the Mgyecesses, also may minimize the risk of any foou bacteria-related illnesses.

Fresh frozen custard is a premium ice cream (requin excess of 10% butterfat content) with a pietary vanilla blend that is prepared from highpecialized equipment that minimizes the amoutirathat is added to the mix and 1
creates smaller ice crystals than other frozerydigsserts. The custard is scooped similarly td-hacked ice cream but is served at a slightly wareraperature. The resulting product is smoothemier and thicker than typical <
serve or hargbacked ice cream products. Good Times servegaberf custard in cups and cones, specialty suratak$Spoonbenders”, a mix of custard and toppiad,we anticipate it will continue to become a éargercentage
sales as we continue to develop custard produdtaaareness.

Marketing & Advertising: Our marketing strategy focuses on: 1) driving caraple restaurant sales through attracting nevomess and increasing the frequency of visits byanircustomers; 2) communicating specific prodaots
and attributes to build strong points of differeficen competitors; and 3) communicating a uniqi®ng) and consistent brand.

Media is an important component of building Gooth&s' brand awareness and distinctiveness. We speativertising dollars on both television andoadedia during fiscal 2008. The Colorado markedm expensive media marl
so most of our advertising placement is not in priime but in early and late fringe, prime acce®$ late news time slots. As we continue to devefhmpe and more distinctiveness to Good Times' beamttlincrease penetration of
Colorado market, we anticipate we will continueit® media advertising to increase overall awareness

Another important component of our marketing effidet point-of-sale and on-site merchandising. \&tate new four color product point-pfirchase displays every other month and supportpreduct introductions with extens
merchandising. Our restaurants with dining roomsehaack-lit and frontit product displays, table tents and product mgissathroughout. Menu boards are kept fresh witv flood photography and graphics several timesugtrou
the year.

During fiscal 2006 we relesigned and expanded the use of our website aredtegun to use email marketing as a tool to buiktomer loyalty. We have a marketing agreemetit thie Pepsi Center in Denver , Colorado to send
promote Good Times' products in that venue.




As we re-engineer several of our core productshmanketing will also focus on generating new custoirials through street marketing, public relasipdirect response mail and charitable tie-ins.

8




DECEMBER

Operations

Restaurant Management:We are developing Operating Partners in most ofrestaurants as we are able to recruit qualifiedliceates. We believe that this is a distinct caiipe advantage that provides a higher level afise,
quality control and stability over time. The objeetof the Operating Partner Program is to havé gaotner develop a relationship with the employ#es customers and the community at their restawad develop an owners
mentality with commensurate rewards as sales isereser a longer period of time. The program all@an Operating Partner to earn 25% of a restasramprovement in cash flow over an establishedIlmeseEach Good Times u
employs an operating partner or a general managerto two assistant managers and approximatelyp 25 employees, most of whom work pamte during three shifts. An eight to ten weekintireg program is utilized to tra
restaurant managers on all phases of the opera@mgoing training is provided as necessary. Weebelthat incentive compensation of our restaunaamagers is essential to the success of our bssiescordingly, in addition to
salary, managerial employees may be paid a boraesihgon proficiency in meeting financial, custosewice and quality performance objectives tied toonthly scorecard of measures.

Operational systems and processe®Ve believe that we have some of the best operagistems and processes in the industry. Detailecepses have been developed for hourly, daily, veeid monthly responsibilities that dr
consistency across our system of restaurants arfidrp@ance against our standards within different darts. We utilize a labor program to determipgiral staffing needs of each restaurant basedsoactual customer flow a
demand. We also employ several additional operatitools to continuously monitor and improve speédservice, food waste, food quality, sanitatifinancial management and employee development. awemoving towar
automating and computerizing as many of these s\sstes possible into an integrated, digital managesystem.

The order system at each Good Times restauranuipged with an internal timing device that dispglagnd records the time each order takes to prepateleliver. The total transaction time for thévebey of food at the window
approximately 30 to 60 seconds during peak times.

We use several sources of customer feedback toi@eaeach restaurant's service and quality perfureancluding an extensive, computerized secrepisér program, customer comment phone line, telepisorveys and web <
comments. Additionally, management uses bothts primary consumer research for product developraed to determine customer usage and attituderpatias well as third party market research thatuates Good Time
performance ratings on several different operagditigbutes against key competitors.

Training: We strive to maintain quality and consistency icteaf our restaurants through the careful trairang supervision of all our employees at all lewais the establishment of, and adherence to, higidatds relating
personnel performance, food and beverage preparatid maintenance of our restaurants. Each managgrcomplete an eight to ten week training pnograe certified on several core processes anceistlosely supervised to sh
both comprehension and capability before they Hosved to manage autonomously. All of our trainiagd development is based upon a "train, testificer¢-train” cycle around standards and operating preseas all levels. W
conduct a sem&nnual performance review with each manager taudisprior performance and future performance godls. have a defined weekly and monthly goal settirecess around service, employee developmenndial
management and store maintenance goals for ev&gurant. During fiscal 2009, we will begin to d®p additional video training tools to drive triaig efficiencies and consistency.

Recruiting and retention: We seek to hire experienced restaurant manager©pecdating Partners. We support employees by infferompetitive wages and benefits, including a(dpplan, medical insurance, stock options
regional managers and incentives plans at eves linat are tied to performance against key goats @jectives. We motivate and prepare our emgiy®y providing them with opportunities for incredsresponsibilities ar
advancement. We also provide various other ingestiincluding vacations, car allowances, montidifggmance bonuses and monetary rewards for manages develop future managers for our restauramsfiscal 2009, we wi
implement an online screening and hiring tool tres proven to reduce hourly employee turnoverémhick service restaurant industry.

Franchising: Good Times has prepared prototype area rights randHise agreements, a Uniform Franchise DiscloBo@iment ("UFDD") and advertising material to liized in soliciting prospective franchisees. \8&ek to attra
franchisees that are experienced restaurant opgratell capitalized and have demonstrated thétylbdl develop one to five restaurants. We cufyergview sites selected for franchises and momenformance of franchise units. '
are not currently soliciting new franchisees ulatiér in fiscal 2009 or early 2010.




We estimate that it will cost a franchisee on agerapproximately $750,000 to $1,100,000 to opegstaurant with dining room seating, including ppening costs and working capital, assuming the isfeased. A franchisee typice
will pay a royalty of 4% of net sales, an adveniisiaterials fee of at least 1.5% of net saless phrticipation in regional advertising up to adlieidnal 4% of net sales, or a higher amount appdoby the advertising cooperative,
initial development and franchise fees totaling $28 per restaurant. Among the services and ragerhich we provide to franchisees are site seleetssistance, plans and specifications for cootitm of the Good Times Burgers
Frozen Custard restaurants, an operating manuahvimiludes product specifications and quality oaftrocedures, training, on-site opening supeovisind advice from time to time relating to openatf the franchised restaurants.

After a franchise agreement is signed, we actiwadyk with and monitor our franchisees to ensuresssful franchise operations as well as compliavite Good Times systems and procedures. Duringlévelopment phase, we as
in the selection of sites and the development ofgtype and building plans, including all requirgtanges by local municipalities and developers. pieide an opening team of trainers to assishéndpening of the restaurant :
training of the employees. We advise the franehise menu, management training, marketing, and @repldevelopment. On an ongoing basis we condatiards reviews of all franchise restaurants inadeas including produ
quality, service standards, restaurant cleanlinegssanitation, food safety and people development.

We have entered into thirteen franchise agreeniariise greater Denver metropolitan area. Fourfesmchise restaurants and nine joienture restaurants are operating in the Denveropelitan area media market. Good Til
franchise restaurants also operate in Coloradm&g@@and Grand Junction, Colorado and in Boise,dddbual branded franchised restaurants opera@hayenne and Gillette, Wyoming, Ft. Collins and Wgor, Colorado, and Bismar
North Dakota

Management Information Systems:Financial and management control is maintainedutiinche use of automated data processing and Eeatraccounting and management information systhatswe provide. Sales, labor and ¢
data is collected daily via a restaurant back efigstem which gathers data from the restauramittpbisale system. Management receives daily, weeklyraoaithly reports identifying food, labor and opérgtexpenses and ott
significant indicators of restaurant performantée believe that these reporting systems are sagtistl and enhance our ability to control and marggeerations.

Food Preparation, Quality Control & Purchasing: We believe that we have some of the highest foalityustandards in the quick service restauranudtiy. Our systems are designed to protect owd fagply throughout tt
preparation process. We inspect specific qualiffechufacturers and work together with those marnufers to provide specifications and quality colstroOur operations management teams are trainadcomprehensive safety ¢
sanitation course provided by the National Restatukasociation. Minimum cook temperature requirateend line checks throughout the day ensureafetysand quality of both burgers and other iteresuse in our restaurants.

We currently purchase 100% of our restaurant fowtigaper supplies from Yancey's Food Service. Wed believe that the current reliance on thig seindor will have any lonterm material adverse effect since we believe thhext
are a sufficient number of other suppliers fromahhiood and paper supplies could be purchased.ddVeot anticipate any difficulty in continuing tdtain an adequate quantity of food and paper sepplf acceptable quality anc
acceptable prices.

Employees: At December 15, 2008, we had approximately 536 eyg#s of which 445 are part time hourly employe®s$ @1 are salaried employees working full time. ¥desider our employee relations to be good. Nafneur
employees are covered by a collective bargainimgeagent.

Competition: The restaurant industry, including the fast foognsent, is highly competitive. Good Times competéh a large number of other hamburgeiented fast food restaurants in the areas in hwhioperates. Many of the
restaurants are owned and operated by regionahatiohal restaurant chains, many of which havetgrefnancial resources and experience than weRlestaurant companies that currently compete withdGTimes in the Denv
market include McDonald's, Burger King, Wendy'srl@alr. and Sonic. Double drive-through restaucdmains such as Rally's Hamburgers and Checkeivedh Restaurants, which currently operate al totaover 800 double drive-
through restaurants in various markets in the dn8eates, are not currently operating in Colorakitanagement believes that these double diiveugh restaurant chains will not expand into €ado based on their publicly repor
objectives and resources. Culver's is the onlyifitgnt competitor offering frozen custard as ar@ry menu item operating in the Denver and Color&grings markets and has a significant presentieeitargeted Midwestern mark
for expansion. Additional "fast casual" hamburggstaurants are being developed in the Colorad&ehasuch as Smashburger and Five Guys, howewar,db not have drivéhirough service and generate an average per pehemt
that is approximately 50% higher than Good Times.

Our management believes that we may have a coimpeatitvantage in terms of quality of product conegato traditional fast food hamburger chains. yEddvelopment of our double driterough concept in Colorado has given u
advantage over other double drieeugh chains that may seek to expand into Cototetause of our brand awareness and presentregténcations. Nevertheless, we may be at a ctitiveedisadvantage to other restaurant ct
with greater name recognition and marketing cajigbiFurthermore, most of our competitors in thstfood business operate more restaurants, have selished longer, and have greater financial regsuand name recognition tl
we do. There is also active competition for managyet personnel, as well as for attractive commeresd estate sites suitable for restaurants.
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Trademarks : Good Times has registered its mark "Good TimesteDThru Burgers"(SM) with the State of Coloradé/e have also registered our mark "Good Times Bsr§eFrozen Custard” federally and with the Stdt€olorado.
Good Times received approval of its federal regt&in of "Good Times" in 2003. In addition we owademarks or service marks that have been register for which applications are pending, with theited States Patent ¢
Trademark Office including but not limited to: "Mity Deluxe”, "Wild Fries", "Spoonbender", "ChickBunkers", "Big Daddy Bacon Cheeseburger", and "Vidpin' Sauce". Our trademarks expire between 20@D2015.

Government Regulation: Each Good Times restaurant is subject to the régnkof various health, sanitation, safety ane &éigencies in the jurisdiction in which the resaatiis located. Difficulties or failures in obtaig the require
licenses or approvals could delay or prevent thenioy of a new Good Times restaurant. Federalstate environmental regulations have not had armabtsfect on our operations. More stringent ardied requirements of loc
governmental bodies with respect to zoning, larelarsl environmental factors could delay or predestlopment of new restaurants in particular loteti We are subject to the Fair Labor Standardswhdch governs such matters
minimum wages, overtime, and other working condiio In addition, we are subject to the Americarigh\Wisabilities Act, which requires restaurantsi ather facilities open to the public to provide &mcess and use of facilities by
handicapped. Management believes that we arenipléance with the Americans With Disabilities Act.

We are also subject to federal and state laws aéiggl franchise operations, which vary from regitm and disclosure requirements in the offer salé of franchises to the application of statutstgndards regulating franch
relationships.

Available Information: Our Internet website address is www.goodtimesbgrgem. We make available free of charge throughnabsite's investor relations information sectiom annual reports on Form KBB, quarterly reports ¢
Form 10-QSB, current reports on Fornik8and any amendments to those reports filed withumished to the SEC under applicable securiéies as soon as reasonably practical after weretgcally file such material with, or furnisk
to, the SEC. Our website information is not pmmoincorporated by reference into this Annual B¢pn Form 10-KSB.

Special Note About Forward-Looking Statements:iFrom time to time the Company makes oral and wrigtements that reflect the Company's curreneafions regarding future results of operatiomsnemic performanc
financial condition and achievements of the CompaWwe try, whenever possible, to identify thesesand{ooking statements by using words such as "antiejpdassume," "believe," "estimate," "expect,"téind," "plan," "project,
"may," "will," "would," and similar expressions @ain forward-looking statements are included iis thorm 10KSB, principally in the sections captioned "Destidp of Business," and "Management's Discussion Analysis o
Financial Condition and Results of Operations.'r'waod-looking statements are related to, amongrdtiiegs:

§ business objectives and strategic plans;

§ operating strategies;

§ our ability to open and operate additional neistats profitably and the timing of such openings;

§ restaurant and franchise acquisitions;

§ anticipated price increases;

§ expected future revenues and earnings, comaaabl non-comparable restaurant sales, resulisesétions, and future restaurant growth (both catpmavned and franchised);
§ estimated costs of opening and operating netausmnts, including general and administrative keting, franchise development and restaurant operabsts;

§ anticipated selling, general and administra¢ipenses and restaurant operating costs, incledimgnodity prices, labor and energy costs;

§ future capital expenditures;

w

our expectation that we will have adequate ¢ash operations and credit facility borrowings teen all future debt service, capital expenditure aorking capital requirements in fiscal year 2009;

w

the sufficiency of the supply of commodities daobr pool to carry on our business;

w

success of advertising and marketing activities;

w

the absence of any material adverse impachgrait of any current litigation in which we aredtved;

w

impact of the adoption of new accounting stadsland our financial and accounting systems anlysiagrograms;

w

expectations regarding competition and our cditiye advantages;

w

impact of our trademarks, service marks, andrgthoprietary rights; and

w

effectiveness of our internal control over fio@hreporting.
Although we believe that the expectations refledteour forward-looking statements are based osaeable assumptions, such expectations may prdwe meaterially incorrect due to known and unknoisks and uncertainties.
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In some cases, information regarding certain ingmarfactors that could cause actual results tediffaterially from any forwartboking statements appears together with suchrs@te In addition, the factors described undeticat
Accounting Policies and Estimates in Item 6 andRiactors in this Item 1, as well as other possiédgors not listed, could cause actual resulwiffer materially from those expressed in forwdodking statements, including, withc
limitation, the following: concentration of restamts in certain markets and lack of market awaeimesiew markets; changes in disposable incomeswuoar spending trends and habits; increased cdiopeitn the quick servic
restaurant market; costs and availability of fond Beverage inventory; our ability to attract gfiedi managers, employees, and franchisees; chamgfes availability of capital or credit facilitydorowings; costs and other effects of le
claims by employees, franchisees, customers, vendtwckholders and others, including settlemertho$e claims; effectiveness of management stesegind decisions; weather conditions and relatedts\n regions where ¢
restaurants are operated; and changes in accowtéindards policies and practices or related irgéapons by auditors or regulatory entities.

All forward-looking statements speak only as of tte made. All subsequent written and oral foddaoking statements attributable to us, or persanim@ on our behalf, are expressly qualified inirttemtirety by the cautiona
statements. Except as required by law, we undemakobligation to update any forwaabking statement to reflect events or circumstaraféer the date on which it is made or to reftbet occurrence of anticipated or unanticip
events or circumstances.

Risk Factors: You should consider carefully the following riskcfars before making an investment decision witipeesto Good Times Restaurants' securities. Yoeawtoned that the risk factors discussed bel@nat exhaustive.

We have accumulated losses. We have incurred losses in every fiscal year sinception except 1999, 2002, 2006 and 2007. ASegftember 30, 2008 we had an accumulated defi§it2f160,000. We cannot assure you that we
not have a loss for the current fiscal year en@agtember 30, 2009. As of September 30, 2008 ageatworking capital deficit of $2,082,000.

We must sustain same store salesincreases . As we develop additional restaurants, we expedttifeaincrease in operating income generated bgethestaurants will improve our financial resulowever, we cannot assure you tha
will sustain profitability on a consistent basM/e must sustain same store sales increases imgxigstaurants to sustain profitability and weesignced declines in our same store sales in f&@@8. Sales increases will depend in
on the success of our advertising and promotiameaf and existing menu items and consumer acceptaifeecannot assure that our advertising and priomaltefforts will in fact be successful.

New restaurants, once opened, may not be profitable, if at all, for several months. We anticipate that our new restaurants will gelietake several months to reach normalized opeyaevels due to inefficiencies typically assoet
with new restaurants, including lack of market aavess, the need to hire and train a sufficient rurob employees, operating costs, which are oftaterially greater during the first several month®peration then thereafter, pre-
opening costs and other factors. Further, somall of our new restaurants may not attain antigigaperating results or results similar to thaseun existing restaurants. We have experiencéalydén opening some of our restaur:
and may experience delays in the future. In aofjtiestaurants opened in new markets may openvat laverage weekly sales volumes than restaunaetsed in existing markets, and may have high¢auesntlevel operating expen
ratios than in existing markets. Sales at restasirapened in new markets may take longer to remetage annual company-owned restaurant salesalif thereby affecting the profitability of thesestaurants.

Our operations are susceptible to the cost of and changes in food availability which could adversely affect our operating results. Our profitability depends in part on our ability anticipate and react to changes in food cogegious
factors beyond our control, including adverse weationditions, governmental regulation, productargilability, recalls of food products and seadibnanay affect our food costs or cause a disruptioour supply chain. We enter i
annual contracts with our beef and chicken suppli@ur contracts for chicken are fixed price cacts. Our contracts for beef are generally baseduorent market prices plus a processing fee.n@émin the price or availability
chicken or beef could materially adversely affaat profitability. We cannot predict whether we Mié able to anticipate and react to changing fomsis by adjusting our purchasing practices ancurpeices, and a failure to do so cc
adversely affect our operating results. In additieecause we provide a "value-priced" productmag not be able to pass along price increasesrtgumsts.

The macroeconomic recession could affect our operating results. The current state of the economy and decreasesliower spending has adversely affected our salstioe last year and may continue to cause matezgative sale
trends. A continued shift in consumer purchasestd $1 value menus, in our competitive segmerd, aproliferation of heavy discounting by our magempetitors may also negatively affect our sated @perating results. v
currently do not offer a separate value menu atidipate selective discounting and price promotiaich may not drive increased customer traffic.

Price increases may impact guest visits. We may make price increases on selected mens iterarder to offset increased operating expensedelieve will be recurring. Although we have eaperienced significant consur
resistance to our past price increases, we camavide assurance that this or other future pricedases will not deter guests from visiting outaesants or affect their purchasing decisions.
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The hamburger restaurant market is highly competitive . The hamburger restaurant market is highly competitiOur competitors include many recognized nafiand regional faseod hamburger restaurant chains such as McDor
Burger King, Wendy's, Carl's Jr., Sonic and CubzekVe also compete with small regional and loeahburger and other fast-food restaurants, manyhidtwfeature drivehrough service. Most of our competitors have grefinancia
resources, marketing programs and name recognifdinof the major hamburger chains have increagingfered selected food items and combination si@aldiscounted prices and have recently intemuistfieir promotions of valt
priced meals. Continued discounting by competitoay adversely affect the revenues and profitgtifitour restaurants.

Sites may be difficult to acquire. Location of our restaurants in high-traffic anddigaaccessible areas is an important factor far success. Drivéirough restaurants require sites with specifiaatiaristics and there are a limi
number of suitable sites available in our geograprkets. Since suitable locations are in greatahd, we may not be able to obtain optimal sitesreasonable cost. In addition, we cannot agsurehat the sites we do obtain will
successful.

We may require additional financing . In order to fully develop the Denver and Coloragwigys/Pueblo markets and to expand into marketsidriof Colorado, we will require additional firamg. Although we have recently obtail
debt facilities for the borrowing of additional db, we cannot assure you that these facilities adequately finance our planned developmenthat additional financing will be available on reaable terms. The current econo
recession and status of the capital markets magradly affect our ability to acquire additional iebequity financing for new restaurant developmeefinancing of existing agreements or for addisil working capital.

If our franchisees cannot develop or finance new restaurants, build them on suitable sites or open them on schedule, our growth and success may beimpeded. Under our current form of area development agegegnsome franchise
must develop a predetermined number of restaueamsrding to a schedule that lasts for the terheif development agreement. Franchisees mayawa access to the financial or management resothaeshey need to open
restaurants required by their development schedatasay be unable to find suitable sites on whécHevelop them. Franchisees may not be abledotiate acceptable lease or purchase terms faiti® obtain the necessary peri
and government approvals or meet construction sgesd From time to time in the past, we have ajteeextend or modify development schedules andnag do so in the future. Any of these problemsidslow our growth ar
reduce our franchise revenues.

Additionally, our franchisees depend upon finandiregn banks and other financial institutions in@rdio construct and open new restaurants. If eanychisee experienced difficulty in obtaining adetiguinancing, the lack of adequ
availability of such financing could adversely afféhe number and rate of new restaurant openipgaibfranchisees and adversely affect our futtaedhise revenues.

Our franchisees could take actions that could harm our business. Franchisees are independent contractors andoareun employees. We provide training and suppoftanchisees; however, franchisees operate thsfaurants i
independent businesses. Consequently, the qoélitrnchised restaurant operations may be dimémidhy any number of factors beyond our control.rédwer, franchisees may not successfully operataueants in a manner consis
with our standards and requirements, or may netéid train qualified managers and other restagensonnel. Our image and reputation, and the énaagl reputation of other franchisees, may sufteterially and systemide sale
could significantly decline if our franchisees dat nperate successfully.

We depend on key management employees . We believe our current operations and future sicdepend largely on the continued services of amagement employees, in particular Boyd E. Hobagk president and chief execut
officer and Scott LeFever, our vice president ofrapions. Although we have entered into an emplynagreement with Mr. Hoback, he may voluntamigiinate his employment with us at any time. Iditoh, we do not mainta
key-person insurance on Messrs. Hoback's or Lefelifer The loss of Messrs. Hoback's or LeFewa@tsices, or other key management personnel, ¢mid a material adverse effect on our financiab@@mn and results of operations.

Labor shortages could slow our growth or harm our business. Our success depends in part upon our ability tactftmotivate and retain a sufficient number ddlified, highenergy employees. Qualified individuals needefilltthese
positions are in short supply in some areas. mhkility to recruit and retain these individualsymkelay the planned openings of new restaurantssuit in high employee turnover in existing reséas, which could harm our busine
Additionally, competition for qualified employeeswdd require us to pay higher wages to attractaiefit employees, which could result in higher labosts. Most of our employees are paid on anljdasis. The employees are pai
accordance with applicable minimum wage regulatiokscordingly, any increase in the minimum wagegther state or federal, could have a materialraévienpact on our business.
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Nevada law and our articles of incorporation and bylaws have provisions that discourage corporate takeovers and could prevent stockholders from realizing a premium on their investment. We are subject to antikeover laws fc
Nevada corporations. These -takeover laws prevent a Nevada corporation fromagimg in a business combination with any stockhwlgeluding all affiliates and associates of ttieckholder, who owns 10% or more of
corporation's outstanding voting stock, for threang following the date that the stockholder aeglik0% or more of the corporation's voting stockess specified conditions are met.

Our articles of incorporation and our bylaws cam@inumber of provisions that may deter or impe#tedvers or changes of control or management. eljr@sisions:
§ authorize our board of directors to establisé onmore series of preferred stock, the termsto€ivcan be determined by the board of directotheatime of issuance;

§ do not allow for cumulative voting in the electiof directors unless required by applicable ldmder cumulative voting, a minority stockholdetding a sufficient percentage of a class of sharag be able to ensure the elec
of one or more directors;

§ state that special meetings of our stockholdeg be called only by the chairman of the board,ftesident or any two directors, and must be ¢dilethe president upon the written request oftibielers of ten percent of t
outstanding shares of capital stock entitled t@\attsuch special meeting; and

§ provide that the authorized number of directorsurrently set at seven.

These provisions, alone or in combination with eattter, may discourage transactions involving daiu@otential changes of control, including tractsans that otherwise could involve payment of enpium over prevailing market
prices to stockholders for their common stock.

Future changesin financial accounting standards may cause adver se unexpected operating results and affect our reported results of operations. Changes in accounting standards can have ais@mtifffect on our reported results and
may affect our reporting of transactions compléiefbre the change is effective. As an exampl20®6, we adopted the change that requires us ¢odteompensation expense in the statement of apesaor employee stock options
using the fair value method. See Note 1 to oursGhdated Financial Statements for further disarssiNew pronouncements and varying interpretatidnsonouncements have occurred and may occtweifuture. Changes to existi
rules or differing interpretations with respecotar current practices may adversely affect our negiofinancial results.

Our NASDAQ Listing I's I mportant. Our common stock is currently listed for tradingtba NASDAQ Capital Market. The NASDAQ maintenamnakes require, among other things, that our comstook price remains above $1.00 per
share and that we have minimum net tangible assetecess of $2 million. We were required to abtstiareholder approval in 1998 for a reverse ssplikto maintain a sufficient per share price teserve our NASDAQ listing.

We are subject to extensive government regulation that may adversely hinder or impact our ability to govern various aspects of our businessincluding our ability to expand and develop our restaurants. The restaurant industry is
subject to various federal, state and local govemtmegulations, including those relating to thie s food. While in the past we have been abletimin and maintain the necessary governmentaidies, permits and approvals, our
failure to maintain these licenses, permits and@mps, including food licenses, could adversefgeifour operating results. Difficulties or faisin obtaining the required licenses and appra@id delay or result in our decision to
cancel the opening of new restaurants. Local aitig® may suspend or deny renewal of our fooches if they determine that our conduct does net meplicable standards or if there are changesgulations.

Various federal and state labor laws govern owtig@iship with our employees and affect operatimgis These laws govern minimum wage requirementd) as those to be imposed by recently enaagesldgon in Colorado, overtin
pay, meal and rest breaks, unemployment tax ratakers' compensation rates, citizenship or resigeaquirements, child labor regulations and stirss. Additional government-imposed increasesiiimum wages, overtime pay,
paid leaves of absence and mandated health bemedjtsncrease our operating costs.

The federal Americans with Disabilities Act prohighéiscrimination on the basis of disability in fialaccommodations and employment. Although ostaerants are designed to be accessible to theletisave could be required to
make modifications to our restaurants to provideise to, or make reasonable accommodations feabdéd persons.

We are also subject to federal and state laws¢gailate the offer and sale of franchises and aspécthe licensor-licensee relationship. Manyesfeanchise laws impose restrictions on the fr&sehgreement, including limitations on
non-competition provisions and the termination ennenewal of a franchise. Some states requitefidmachise materials be registered before framshésin be offered or sold in the state.
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Compliance with changing regulation of corporate governance and public disclosure may result in additional expenses. Keeping abreast of, and in compliance with, cliegtaws, regulations and standards relating tpaate
governance and public disclosure, including thé&aes-Oxley Act of 2002, new SEC regulations anel NASDAQ Market rules, has required an increaseduat of management attention. We remain commitiedaintaining high
standards of corporate governance and public disodo As a result, we intend to invest all reabbnaecessary resources to comply with evolvingddads, and this investment has resulted in arcailtinue to result in increased
general and administrative expenses and a diveo$ioranagement time and attention from revenue+g¢ing activities to compliance activities.

Risksrelated to internal controls. Public companies in the United States are redquoeeview their internal controls as set fortiia Sarbanes-Oxley Act of 2002. It should be chditat any system of controls, however well designe
and operated, can provide only reasonable, andbsatlute, assurance that the objectives of thersyate met. In addition, the design of any corslystem is based in part upon certain assumptiomstahe likelihood of future events.
Because of these and other inherent limitatioreoafrol systems, there can be no assurance thatesign will succeed in achieving its stated gaalder all potential future conditions, regardleSbaw remote. If the internal controls
put in place by us are not adequate or in confgrmith the requirements of the Sarbanes-Oxley A&G®2, and the rules and regulations promulgaeth® Securities and Exchange Commission, we mdgrbed to restate our
financial statements and take other actions whidlitake significant financial and managerial resms, as well as be subject to fines and otherrgavent enforcement actions.

Health concernsrelating to the consumption of beef, chicken or other food products could affect consumer preferences and could negatively impact our results of operations. Like other restaurant chains, consumer prefesencald

be affected by health concerns about the avianénfta, also known as bird flu, or the consumptidmeef, the key ingredient in many of our menu &eor negative publicity concerning food qualitinéss and injury generally, such as
negative publicity concerning E. coli, "mad cow"fwot-and-mouth" disease, publication of governtmrnindustry findings concerning food productsveerby us, or other health concerns or operatisgeis stemming from one
restaurant or a limited number of restaurants.s Tieigative publicity may adversely affect demanrcbfe food and could result in a decrease in gueffic to our restaurants. If we react to theateg publicity by changing our concept
or our menu we may lose guests who do not preéenéw concept or menu, and may not be able taggrsufficient new guest base to produce the neveeeded to make our restaurants profitabledditian, we may have different
additional competitors for our intended guests eesalt of a concept change and may not be allertpete successfully against those competitordedkease in guest traffic to our restaurants asultrof these health concerns or
negative publicity or as a result of a change inmenu or concept could materially harm our busines

Item 2. Description of Property.

We currently lease approximately 3,700 squaredéspace for our executive offices in Golden, Cattwr for approximately $55,000 per year. The lés$er a one year term ending September 2009. Phessis leased from The Bai
Company, a significant stockholder, at their cogpetheadquarters. We anticipate extending the leaeasing comparable space on terms similantcarrent lease.

As of December 15, 2008, Good Times has an owneisterest in thirty Good Times units, all of whiahe located in Colorado. Nine of these restasrar held in joint venture limited partnershipswbich Good Times is the gene
partner. Good Times has a 50% interest in sevéimegpartnership restaurants, a 78% interest imr@staurant and a 51% interest in another restaufidrere are twenty one Good Times units thatdrelly owned by Good Times.

Most of our existing Good Times restaurants areratination of freestanding structures containing approximately 88@aseg| feet for the double drive thru format and eppnately 2400 square feet for our prototype buiipwith a 7!
seat dining room. In addition, we have severaharesnts that are conversions from other concepisiious sizes ranging from 1700 square feet @3f&juare feet. The buildings are situated ondbepproximately 18,000 to 50,C
square feet. Certain restaurants serve as calld@rthe underlying debt financing arrangemestsliscussed in the Notes to Consolidated Finat&tements included in this report. We intendcguire new sites both through groi
leases and purchase agreements supported by moegddeasehold financing arrangements and thrsalghleaseback agreements.

All of the restaurants are regularly maintainedobly repair and maintenance staff as well as byiadeitsontractors, when necessary. We believe thaf aur properties are in good condition and ttrere will be a need for periot
capital expenditures to maintain the operational a@sthetic integrity of our properties for theefeable future, including recurring maintenanaeperiodic capital improvements. All of our profes are covered up to replacen
cost under our property and casualty insuranceipsliand in the opinion of management are adequedekered by insurance.

Item 3. Legal Proceedings.

We are not involved in any material legal procegdinWe are subject, from time to time, to varitavesuits in the normal course of business. Thassuits are not expected to have a material impact.
Item 4. Submission of Matters to a Votef&ecurity Holders.

No matters were submitted to a vote of securityléxd during the fourth quarter of the fiscal yezitedl September 30, 20(
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PART Il

Iltem 5. Market for Common Equity and Relaéed Stockholder Matters.

Shares of Good Times Restaurants Inc. common staekisted for trading on the NASDAQ Capital Marketder the symbol "GTIM." The following table pesss the quarterly high and low bid prices for Gdahes Restaurar
common stock as reported by the NASDAQ Capital Marfkr each quarter within the last two fiscal yeaiThe quotations reflect interdealer prices, @ithretail markaps, markdowns or commissions and may not represgog

transactions.

2007 2008
High Low Quarter Ended High Low






Quarter Ended

December 31, 200 $6.89 $5.51 December 31, 200 $6.25 $5.10
March 31, 200° $6.00 $4.75  March 31, 200¢ $6.25 $4.99
June 30, 200 $6.00 $4.99  June 30, 200 $5.50 $2.08
September 30, 20C $6.25 $3.95 September 30, 20C $3.50 $1.23

As of December 15, 2008 there were approximate/t8fiders of record of Common Stock. However, rgangent estimates that there are not fewer thar® h&8eficial owners of our Common Stock.

Dividend Policy: We have never paid dividends on our common stodkdannot anticipate paying dividends in the foresée future. In addition, we have obtained finagainder loan agreements that restrict the payofatividends.
Our ability to pay future dividends will necessgidepend on our earnings and financial conditiBiowever, since restaurant development is capitahsive, we currently intend to retain any earnifogshat purpose.

Disclosure with Respect to the Company's Equity Copensation Plans:We maintain the 2008 Omnibus Equity Incentive Consgpgion Plan, pursuant to which we may grant ecuitgrds to eligible persons, and have outstar
stock options granted under our 2001 Good TimesaRents Stock Option Plan, 1992 Incentive StockddPlan and 1992 NoBtatutory Stock Option Plan. For additional infatian, see Note 11, Stockholders' Equity, in théeNdc
the Consolidated Financial Statements includetiisreport. The following table gives informatiobcait equity awards under our plans as of SepteBe2008.

Equity Compensation Plan Information

@ (b) ()



Number of

securities to be
issued upon exercisg
of outstanding

Weighted-average
exercise price of

Number of securities
remaining available for
future issuance under

equity compensation
outstanding plans (excluding
options, warrants & | options, warrants securities reflected in
Plan category rights & rights column (a))
Equity compensation plai
approved by security
holders 353,942 $4.04 198,130
Total 353,942 $4.04 198,130
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Selected Financial Data.
The selected financial data on the following paesderived from our historical financial statensesmd is qualified in its entirety by such finahsi@tements which are included in Item 7 hereof.

GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY

The following presents certain historical finandigbrmation of the Company. This financial infaation includes the combined operations of the Cawand its subsidiary for the fiscal years endept&aber 30, 2007 and 2008.

September
Operating Data: 2008 2007
Restaurant sale $ 25,244,00( $ 24,215,00(
Franchise fees and royalti 638,00( 740,00(
Total Net Revenur 25,882,00( 24,955,00(
Restaurant Operating Cos
Food and packaging co 8,002,00( 7,589,00(
Payroll and other employee benefit ¢« 8,780,00( 8,063,00(
Occupancy and other operating ct 4,881,00( 4,393,00(
New store pi-opening cost 38,00( 118,00(
Depreciation and amortizati 1,283,00( 1,223,00(
Total restaurant operating cc 22,984,00( 21,386,00(
Selling, General & Administrative Expen: 3,567,00( 3,226,00(
Franchise Cos 312,00( 161,00(
Gain on disposal of restaurants and equipi (35.000 (17.000
Income (Loss) from Operatiol ($ 946,000 $  200,00(
Other Income and (expenst
Minority income (expense), n (113,000 (211,000
Interest income (expense), (13.000 40,00(
Total other income and (expens (126,000 (171,000
Net Income (Loss) before Income Ta: ($.1,072,000 $ 29,00(
Income tax expense 4,000 -
Net Income (Loss ($ 1,076,000 $ 29,00(
Basic and Diluted Earnings (Loss) Per St (&3 .28 $ .0Z
Weighted average shares and equivalents used shpeg calculations
Basic 3,886,73( 3,838,86°
Dilutec 3,886,73( 3,975,95°
Balance Sheet Dat:
Working Capital ($ 2,082,000 $ 532,00(
Total asset 11,920,00( 11,544,00(
Minority Interest 584,00( 751,00(
Long-term debt 846,00( 970,00(
Stockholders' equit $ 5,409,00( $ 6,333,00(
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ltem 6.  Management's Discussion and Analysi$ Binancial Condition and Results of Operations.

Results of Operations

Net RevenuesNet revenues for fiscal 2008 increased $927,000%4B1t0 $25,882,000 from $24,955,000 for fiscal 206&me store restaurant sales decreased $263,00@8%6), during fiscal 2008. Restaurants areuidet! in sam
store sales after they have been open a full fifim@nths and only Good Times restaurants are iedushile dual branded restaurants are excludeditaBent sales increased $90,000 due to one nditicresl companyswnec
restaurant not included in same store sales amddsed $1,593,000 due to six new, acquired orlshaaided compangwned restaurants that were opened or acquireddal 2007 and 2008. Restaurant sales decreaS4d0$® due t
one company-owned restaurant sold to a franchisttay 2007. Net revenues decreased $102,000cal f2)08 due to a decrease in franchise fees gb8@Gnd a decrease in franchise royalties of $82,0

Our third and fourth quarter same store restawalets declines of 5.7% and 10.8%, respectivelfeaefhe adverse impact the macroeconomic enviratiisehaving on consumers' discretionary spendirdjtae proliferation of hear
promotion of $1 value menus and discounting by cetitqrs. Additionally, we are comparing the 20@8s declines to same store sales increases ofih@%1.9%, respectively, in the same quartersso&fi2007 when we introduc
Bambino Burgers. We had shown same store salegtiyin sixteen consecutive quarters leading intottiird quarter of this fiscal year. Our outloak fiscal 2009 remains cautious as the economisspres may continue to imp
consumer spending and we anticipate that we wiitinae to face increased competitive pricing pressWhile we are implementing several broad prodnd brand initiatives during fiscal 2009 to impeoour core value propositic
we are not planning to implement a broader $1 nzmliour sales may be adversely affected during¢heomic recession.

Total restaurant sales for Good Times and its friesees were $42,195,000 for fiscal 2008 compared2304,000 for fiscal 2007.
Average restaurant sales (including double drive testaurants and restaurants with dining room&keluding dual brand restaurants) for fiscal 288@ 2008 were as follows:
Fiscal 2008  Fiscal 2007

Company operate $916,00C $930,00C
Franchise operate $801,00C $819,00C

For factors which may affect future results of @piems, please refer to the section entitled "GurFéscal Year Initiatives” in Item 1 on pages I8 of this report and a related discussion of ptanproduct and system changes disct
in the section entitled "Concept and Business &gsdtin Item 1 on pages 15-17 of this report.

Restaurant Operating Costs:Restaurant operating costs as a percent of restaakes were 91.1% for fiscal 2008 compared t8%8n fiscal 2007.

The changes in restaurant-level costs are explaiaddllows:

Restaurar-level costs for the period ended September 30, 88.3%
Increase in food and packaging cc 4%
Increase in payroll and other employee benefitx 1.5%
Increase in occupancy and other operating ¢ 1.2%
Decrease in p-open cost: (-3%)
Depreciation and amortization co 0%
Restaurar-level costs for the period ended September 30, 91.1%

Food and Packaging CostsFood and packaging costs for fiscal 2008 incredgkd,000 from $7,589,000 (31.3% of restaurant patefiscal 2007 to $8,002,000 (31.7% of restausaies). We experienced unprecedented increa
commaodity costs including beef, bakery, soft drirdairy and packaging costs with the majority afsth increases occurring in May through July 2008.

Our weighted food and packaging costs have incdeagproximately 12% since the beginning of theali®008 year. However, food and packaging costeased only slightly as a percent of restaurdessiue to menu price increa
taken in October 2007 and May 2008. The cumulatiegghted menu price increases taken during thalfigear were approximately 4.8%. We anticipatetéd price increases in fiscal 2009 with contingest pressure on several ¢
commodities.

Payroll and Other Employee Benefit Costs For fiscal 2008 payroll and other employee berefsts increased $717,000 from $8,063,000 (33 Bféstaurant sales) in fiscal 2007 to $8,780,0@08% of restaurant sales).
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The increase in payroll and other employee benefits for fiscal 2008 is primarily due to an in@eén restaurant sales and the addition of newaaqdired compangwned restaurants opened in late fiscal 2007 aridgi@008, as we
as a state mandated increase in the minimum waajégghourly employees in January 2007 and 2@@8yroll and benefit costs are sevarable and therefore increase or decrease as faatéuate. Additionally, the new restaur:
operate at a higher labor cost as a percent of saie to higher initial labor costs at new stonetl they reach mature staffing levels. The thieel branded restaurants also have a higher laistras a percent of sales than Good T
single brand restaurants.

We have reduced our labor hours allocation thrangteased efficiencies and improved our sales pgi@yee hour efficiencies on service hours, theedbyinating approximately $300,000 of annual fixeadroll costs.

Occupancy and Other Costsfor fiscal 2008, occupancy and other costs incre&488,000 from $4,393,000 (18.1% of restaurams3ah fiscal 2007 to $4,881,000 (19.3% of restausales). The $488,000 increase in occupanc
other costs are primarily attributable to:

§ Increases in building rent of $159,000 due &ortew and purchased restaurants.

§ Increases in bank fees of $50,000 due to agreamber of customer transactions using creditscar addition to credit card sales at the newmmdhased restaurants.

§ Increases in property taxes of $66,000 relaigtieé new and purchased restaurants.

§ Increases in utility costs of $114,000 relatethe new and purchased restaurants, as welllég tite increases.

Occupancy costs may increase as a percent ofaalesnv company-owned restaurants are developetb dhigher rent associated with sale-leaseback tpgrieases, as well as increased property taxésase locations.

New Store Pre-opening Coststor fiscal 2008, new store pre-opening costs dee&80,000 from $118,000 in fiscal 2007 to $38,088w store pre-opening costs in fiscal 2008 afeted to one new compamyvned restaurant tk
opened in October 2008. Fiscal 2007 new storeopesting costs were related to the opening of twe cempany-owned restaurants.

Depreciation and Amortization Costs: For fiscal 2008, depreciation and amortizatiostsdncreased $60,000 from $1,223,000 in fiscal72@0$1,283,000. Depreciation costs increasedtdube addition of new compargwnec
restaurants in late fiscal 2007 and two restaurardsiired from a franchisee in March 2008.

Selling, General and Administrative CostsFor fiscal 2008, selling, general and administetests increased $342,000 from $3,226,000 (13f3%staurant sales) in fiscal 2007 to $3,567,0@D1% of restaurant sales) in fiscal 20
The increase in selling, general and administrativets are partially attributable to increased ehirg costs, which increased to $1,525,000 (6%esfaurant sales) for fiscal 2008 from $1,427,(80% of restaurant sales) for fis
2007, and an increase in general and administratists, which increased to $2,042,000 (8.1% ofeant sales) for fiscal 2008 from $1,799,000 (7af¥estaurant sales) for fiscal 2007 (as explaineldw).

The increase in advertising costs is due to thee@se in restaurant sales (contributions basedles are made to the advertising funds).
We anticipate that fiscal 2009 advertising will st primarily of television advertising, on-sitedapoint-of-purchase merchandising totaling apprmtely 5.8% of restaurant sales.
The $243,000 increase in general and administratiseis primarily attributable to:

§ Professional services cost increase of $127i6@fed to 1) the Company's Sarbanes Oxley 404 kance of $62,000; 2) legal costs of $43,000 relatethe Omaha, Nebraska expansion and the Congpa@98 Omnibus Equi
Incentive Compensation Plan; and 3) $23,000 ofsomsaited to a brand positioning research project.

§ Write off of $81,000 in preliminary site cosedated to the Omaha, Nebraska expan:

We have reduced planned selling, general and asitritive and franchise costs by approximately ®@Dfor fiscal 2009 through the elimination of extiee management positions, salary reductions aofégsional services cos
Franchise Costs:For fiscal 2008, franchise costs increased $151f@bf $161,000 (.6% of total revenues) in fiscaD2@ $312,000 (1.2% of total revenues).

The increase in franchise costs for fiscal 200&tisbutable to the addition of a Vice PresidenFodnchise Development hired on October 1, 20(is fosition was eliminated in July 2008 in conjtime with Good Times' exit from tl
planned Omaha, Nebraska expans
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Gain on disposal of restaurants and equipmeniFor fiscal 2008, the gain on disposal of restasrant equipment increased $18,000 to $35,000 ftbff0$0. The $35,000 gain on disposal of restasrami equipment in fiscal 200¢
from the partial recognition of deferred gains tethto two sal-leaseback transactions that were completed ialf2@04 and 2006.

Income (Loss) from Operations:The loss from operations was $946,000 in fiscaB2€@8mpared to income from operations of $200,00@&aal 2007.

Net Income (Loss):Net loss was $1,076,000 for fiscal 2008 comparetetancome of $29,000 in fiscal 2007. The chafngm fiscal 2007 to fiscal 2008 was primarily dtitable to the matters discussed in the "Net ReaghtFoot
and Packaging Costs", "Selling, General and Adrtratise Costs" and "Franchise Costs" sectionseafl6. In addition, 1) minority interest expenserdased $98,000 due to decreased income from rastaaperations of the joi
venture restaurants for fiscal 2008 and 2) netésteexpense increased $43,000 in fiscal 2008alireteased interest expense on debt and reduceidgson cash reserves in the current period.

Liquidity and Capital Resources

Cash and Working Capital: As of September 30, 2008, we had $1,414,000 of aadhcash equivalents on hand. We currently plarséothe cash balance and cash generated frontiopsréor increasing our working capital resel
and for recurring capital expenditures. Managerbefieves that the current cash on hand and additiash expected from operations in fiscal 200Bbei sufficient to cover our working capital recprents for fiscal 2009.

As of September 30, 2008, we had a working capligdicit of $2,082,000 primarily from our developndime-of-credit of $2,180,000 shown as a curréability maturing in July 2009. We have a fullieveloped site that we :
marketing for a saléeaseback transaction with expected net proceedpmbximately $1,600,000 which will be used touaelthe line of credit. Because restaurant sakesaltected in cash and accounts payable for fomtipape
products are paid two to four weeks later, reststurampanies often operate with working capitalditst. We anticipate that working capital defioitdl be incurred in the future as new Good Timestaerants are opened.

Financing: In May 2007, the Company borrowed $1,100,000 fromll$VFargo Bank under a note payable with an ejght term with a floating interest rate at .50%oleprime. We simultaneously entered into an irsterate swa
transaction with Wells Fargo Bank for the full $107000 with a fixed interest rate of 7.7% for th# €ight year term coinciding with the note payabPartial proceeds from the loan were used tpaypff our existing GE Capital no
payable of $398,000; and 2) fund new store conitnuc The balance of the proceeds were used tiafafund the purchase of two existing restausanom a franchisee. We anticipate that we wilirbeefault of certain technical lo
covenants as of December 31, 2008 on the WellsoRaote and we are working with Wells Fargo to mpdifese covenants based upon our fiscal 2009 pldrtash flow. We have never been in payment defauldo we expect to
in the future.

On March 1, 2008, we purchased two restaurants fronexisting franchisee for total consideratior$&f330,000. We simultaneously sold the land, indicand improvements related to one of the restasirin a saldeasebac
transaction, the proceeds of which were used ®ptirchase of the restaurants. Net cash useé jputtthase transaction was $272,000. After actaufur both the acquisition and the s&#aseback, assets of $490,000 were recort
deferred gain of $26,000 was recognized as a ¢dse@onsideration and notes receivable due flefranchisee of $250,000 were forgiven. We beligne $1,330,000 represents the fair value ofrdmechisee acquired.

In July 2008, we entered into a $2,500,000 pronnjseote with an unrelated third party (PFGI II, LL.CThe promissory note constitutes a revolving-afcredit for the development of new restaurants whiety be advanced and rep
on a monthly basis from time to time. Prior to oméy, no principal payments are required and migrplayments of interest only at the prime rate (@¥s (with a minimum rate of 8%) are due, with aipaid principal due in July 200
The loan is secured by separate leasehold deetlssdfand security agreements related to six copypamed restaurants and a first deed of trust orptbperty developed. The total outstanding balamtehe line of credit w¢
$2,180,000 at September 30, 2008. Of the $2,18006standing balance, $1,574,000 is related tednstruction of one compamwned restaurant in Firestone, Colorado that opén@ttober 2008. The restaurant is currently u
contract for a sale-leaseback. The remaining bal&related to a land purchase in Aurora, Coltadt will be either developed into a company-odvrestaurant or sold in fiscal 2009.

Additional commitments for the development of n@staurants in fiscal 2009 will depend on the Comsasles trends, cash generated from operati@hswraccess to capital in the sale-leaseback rtsarke
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Cash Flows:Net cash provided by operating activities was $800 for fiscal 2008 compared to $1,763,000 in fig07. The decreased net cash provided by opgrattivities for fiscal 2008 was the result of luets of $1,076,0(
and non-cash reconciling items totaling $1,695,@@@nprised principally of depreciation and amottiza of $1,283,000, minority interest of $113,08085,000 of norsash expenses associated with our planned exiitdiiom the
Omaha, Nebraska market and our stock option conaiensexpense and increases in operating asset@ahiiities totaling $114,000).

Net cash used in investing activities in fiscal 20@as $2,787,000 compared to $2,057,000 in fis6@l72 The fiscal 2008 activity reflects payments tfee purchase of property and equipment of $3(#B®, proceeds from a s-
leaseback transaction of $747,000, net paymensvit on loans made to franchisees of $20,000 afd,800 used to purchase two restaurants frormalfisee.

Net cash provided by financing activities in fise@08 was $1,117,000 compared to $146,000 in f3@&r. The fiscal 2008 activity includes principalyments on notes payable and long term debt 20,900, net borrowings on 1
revolving line-of-credit of $1,430,000, distributi® to minority interests in partnerships of $299,86d proceeds from the exercise of stock optié§d.04,000.

Contingencies and Off-Balance Sheet Arrangement§Ve are contingently liable on several ground ledisashave been subleased or assigned to franshis®e have never experienced any losses nor dmtigpate any future loss
from these contingent lease liabilities.

Critical Accounting Policies and Estimates

Notes ReceivableWe evaluate the collectability of our note receleabfrom franchisees annually. Historically, swhounts have been fully repaid and we believe tilateral and guarantees are adequate to providéufore
payments; therefore no allowances for amounts agsinto be uncollectable have been provided.

Impairment of Long-Lived Assets: We review our long-lived assets annually for parimpairment as well as their estimated remairlifeg Historically, we have not been required topiir our longterm assets nor revise tr
estimated life, however, the restaurant industexisemely competitive and we continue to be resjwento changes in its operating environment. &toee such estimates are considered significansahjct to change.

Income Taxes:The deferred tax assets are reviewed periodicatlyefcoverability, and valuation allowances areist#jd as necessary. We believe it is more likedy not that the recorded deferred tax assetbeilbalized.

Variable Interest Entities : In December 2003, the Financial Accounting Stadsi®oard (the "FASB") finalized FASB Interpretatidlo. 46R, Consolidation of Variable Interest Besit-An Interpretation of ARB 51 (FIN 46R). F
46R expands the scope of ARB 51 and can requirsotidation of "Variable Interest Entities (VIEs)Once an entity is determined to be a VIE, theypaith the controlling financial interest, the pany beneficiary, is required
consolidate it. We have several franchisees witesipayable to the Company and after analysisave Hetermined that, while these franchisees ariabe Interest Entities as defined by FIN 46R,awe not the primary beneficiary
the entities, and therefore they are not requibduetconsolidated under FIN 46R.

New Accounting Pronouncementsin September 2006, the Financial Accounting Stassl@voard ("FASB") issued Statement of Financial dsting Standards No. 157 ("SFAS 157"). The Statgndefines fair value, establishe
framework for measuring fair value in generallyemted accounting principles ("GAAP"), and expanigsldsures about fair value measurements. Thie@ent is effective for financial statements issfediscal years beginning af
November 15, 2007, and interim periods within thiiseal years. The adoption of SFAS 157 is noteexgd to have a material effect on the Companyéfiial position, results of operations or castvslc

In February 2007, the FASB issued SFAS No. 15%he"Fair Value Option for Financial Assets and FaianLiabilities -including an amendment of FASB Statement No. (ISFAS 159"). SFAS 159 provides companies wit
option to report selected financial assets anchfia liabilities at fair value. Unrealized gaiasd losses on items for which the fair value optias been elected are reported in earnings atsedistequent reporting date. SFAS 1f
effective for fiscal years beginning after Novemi&; 2007 which will be effective for our fiscalarebeginning October 1, 2008. The adoption of #édement is not expected to have a material impa¢he Company's financ
position or results of operations.

In December 2007, the FASB issued FASB StatemenilAb (revised 2007), "Business Combinations” ("FA4S (R)"), which establishes accounting princiges disclosure requirements for all transactionshiich a company obtai
control over another business. This accountinqiquacement is effective for fiscal years beginnafer December 15, 2008, which will effective faurdiscal year beginning October 1, 2009. We argently evaluating tt
requirements of FAS 141 and have not yet determinedmpact on our financial statements.
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In December 2007, the FASB issued FASB Statementl8@, "Noncontrolling Interests in Consolidateddicial Statements and amendment to ARB No. 51A%"E60"). This standard prescribes the accouriting parent compal
for minority interests held by other parties inubsidiary of the parent company. FAS 160 is effiecfor fiscal years beginning after December 1®& which will be effective for our fiscal yeardiening October 1, 2009. We :
currently evaluating the requirements of FAS 160 lave not yet determined the impact on our fir@rstatements.

In March 2008, the FASB issued SFAS No. 161, "Disates about Derivative instruments and Hedgingviiets” ("SFAS 161"). SFAS 161 amends and expahésdisclosure requirements in SFAS 133, "Accawnfor Derivative
Instruments and Hedging Activities". SFAS 161ffeeive for fiscal years and interim periods bediy after November 15, 2008, which will be effeetfor our interim period beginning January 1, 200%e are currently evaluating '
requirements of FAS 161 and have not yet determinedmpact on our financial statements.

Pre-approval of non-audit services:On October 16, 2008, the Audit Committee of the faaf Directors of Good Times Restaurants Inc. aped in advance certain naudit services to be performed by Hein & Associa@soc
Times' independent auditor. These non-audit sesvéce to consist primarily of corporate incomedampliance services.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM
To the Stockholders and
Board of Directors
Good Times Restaurants, Inc.
Golden, Colorado

We have audited the accompanying consolidated balsineet of Good Times Restaurants, Inc. and Sabsias of September 30, 2008, and the relatedodidased statements of operations, stockholderstyggzomprehensive incor
and cash flows for the years ended September 3® @0d 2007. These consolidated financial statesrane the responsibility of the Company's managém@ur responsibility is to express an opiniontieese consolidated financ
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standards requiretgilan and perform the audit to obtain reasonabseirance about whether
consolidated financial statements are free of reteisstatement. An audit includes examiningadest basis, evidence supporting the amounts ianbbslres in the financial statements. An audib ancludes assessing the accour
principles used and significant estimates made dyagement, as well as evaluating the overall filghstatement presentation. We believe that ouitepdovide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetageferred to above present fairly, in all mate®spects, the financial position of Good Timestarants, Inc. and Subsidiary as of Septembe2(8, and the results of their operati
and their cash flows for the years ended SepteBhe2008 and 2007, in conformity with U.S. Gengraltcepted Accounting Principles.

We were not engaged to examine management's assabut the effectiveness of Good Times Restasirémt's internal control over financial reportiag of September 30, 2008 included in the accompgrytanagement's Annt
Report on Internal Control Over Financial Reportiincluded in Item 8A, and, accordingly, we do nopeess an opinion thereon.

HEIN & ASSOCIATES LLP
Denver, Colorado
December 15, 2008
See accompanying notes to these consolidated financial statements.
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ASSETS

Current Assets

Cash and cash equivalel

Receivables, net of allowance for doubtful accowfts0

Inventories

Prepaid expenses and ot

Notes receivabl

Total current asse

Property and Equipmer

Land and building:

Leasehold improvemen

Fixtures and equipme

Less accumulated depreciati

Assets held for sal
Other Assets

Notes receivabl

Other

Total Asset:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Current maturities of lor-term debt and leas:
Accounts payabl
Deferred incomt
Other accrued liabilitie
Total current liabilities
Long-Term Liabilities:
Debt and leases, net of current pori
Deferred and other liabilitie
Total lon¢-term liabilities
Minority Interests in Partnershij
Commitments and Contingencies (Notes 4 an

GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEET

SEPTEMBER 30, 2008

$1,414,00C
160,000
240,000
79,000
35,000
1,928,00C

6,566,00C
4,017,00C
8.303.00(C
18,886,00(
(10,602,000
8,284,00(C
1,574,00C

83,000
51,000
134,000
$11,920,00(

$2,304,00(
628,00C
139,00C
939,00(
4,010,00C

846,00C
1,071.00C
1,917,00C
584,00C




Stockholders' Equity
Preferred stock, $.01 par value, 5,000,000 shar®azed.

none issued and outstandi
Common stock, $.01 par value; 50,000,000 shares
authorized, 3,866,896 issued and outstan
Accumulated other comprehensive |
Capital contributed in excess of par va
Accumulated defici
Total stockholders' equii

Total Liabilities and Stockholders' Equ

4,000
(68,000)
17,633,00(
(12,160,000)
5,409,00(
$11.920,00(

See accompanying notes to these consolidated financial statements.
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GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended

September 3(
2008 2007
Net Revenues
Restaurant sale $25,244,00( $24,215,00(
Area development and franchise fi - 70,000
Franchise royaltie 638,00C 670,000
Total net revenue 25,882,00( 24,955,00(
Restaurant Operating Cos
Food and packaging co 8,002,00( 7,589,00(
Payroll and other employee benefit
costs 8,780,00C 8,063,00(
Restaurant occupancy co 3,714,00C 3,310,00C
Accretion of deferred rer 33,000 32,000
Other restaurant operating co 1,134,00( 1,051,00C
New store pr-opening cost 38,000 118,000
Depreciation and amortizatic 1,283,00C 1,223,00C
Total restaurant operating co 22,984,00( 21,386,00(
General and administrative co 2,042,00( 1,798,00C
Advertising cost: 1,525,00( 1,427,00C
Franchise cosl 312,00C 161,000
Gain on disposal of restaurants and
equipmen: (35,0000 (17,000)
Income (Loss) From Operatio (946,000) 200,000
Other Income (Expense:
Interest incom« 67,000 99,000
Interest expens (80,000) (59,000)
Minority interest in income of
partnership: (113,000) (211,000)
Total other expenses, r (126,000) (171,000)
Net Income (Loss) before Incor
Taxes (1,072,000 29,000
Income Tax Expen: 4,000 -
Net Income (Loss ($1,076,000 $29,000
Basic and Diluted Income (Loss) per
Share ($0.28) $0.01
Weighted Average Common Sha
Outstanding
Basic 3,886,73( 3,838,867
Diluted 3,886,73( 3,975,957
F-6
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Issuec
Shares

nces, Octobr $
2006 0

ock optior
sompensatio
sost
ock issuet
or exercisec
stock option:
ymprehensiv
income
(Loss)
Net Income
Deferrec
1edging
osses

prehensivi

nces
ptember 3(
07

ock optior
sompensatio
sost

ock issuet
or exercisec
stock option:
ymprehensiv
ncome
Loss)

Net Income
Loss)
Deferrec
1edging
osses

prehensivi

Preferred Stoc

GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

FOR THE PERIOD FROM OCTOBER 1, 2006 THROUGH SEPTHE#B30, 2008

Common Stocl

Par Issuec Par

Value

$

Shares

Value

0 3,811,151 $ 4,000 $17,191,00C $(11,113,000 $0

55,745

Capital
Contributed
in Excess of Accumulated ComprehensiveComprehensiv

Par Value

Accumulated
Other
Deficit Loss Income Total
$0
$6,082,00(

84,000 84,000

164,00C 164,00C

29,000 29,000 29,000

(26,000) (26,000)

(26.000)

3.866.89¢

$ 4.00C $17.439,00(

3.000

$(11,084.000  $(26.000) $6.333,00(

31,663

90,000 90,000

104,00C 104,00C

(1,076,000

(1,076,000 (1,076,000

(42,000) (42,000)

(42,000)

nces

ptember 3¢ $
08 0

o

3.898,55¢

$ 4,00C $17,633,00(

$(1.115.000)

$(12,160.00()  $(68,000) $5,409,00(
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Cash Flows from Operating Activitie
Net income (Loss
Adjustments to reconcile net income (loss) to r@esh
provided by operating activitie
Depreciation and amortizatic
Accretion of deferred ret
Minority interest expens
Gain on disposal of property, restaurants and el
Stock option compensation c¢
Expenses associated with exit actiy
Changes in operating assets and liabilit
(Increase) decrease
Receivable:
Inventories
Prepaid expenses and ol
Deposits and other ass:
(Decrease) increase i
Accounts payabl
Accrued and other liabilitie
Deferred franchise fee
Net cash provided by operating activit
Cash Flows From Investing Activitie
Payments for the purchase of property and equip
Proceeds from the sale of as:
Proceeds from sé-leaseback transactic
Purchase of franchist
Loans made to franchisees and to otl
Payments received on loans to franchisees anthérs
Net cash used in investing activiti
Cash Flows From Financing Activitie
Principal payments on notes payable, capital leases
long-term debt
Borrowings on notes payable and I-term debt
Proceeds (expenses) from preferred stock offe
Proceeds from exercise of stock optis
Preferred dividends pa
Distributions paid to minority interests in partsieips
Contributions from minority interests in partnefss
Net cash provided by financing activiti
Net Change in Cash and Cash Equival
Cash and Cash Equivalents, beginning of '
Cash and Cash Equivalents, end of y
Supplemental Disclosures of Cash Flow Informat
Cash paid for intere:
Purchase of equipment with de
Non-cash deferred hedging los:

GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ende

September 3(

2008 2007
$(1,076,000 $29,00C
1,283,00C 1,223,00C
33,000 32,000
113,000 211,00C
(35,000) (17,000)
90,000 84,000
95,000 -
42,000 (97,000)
(35,000) 13,000
(40,000) 4,000
(3,000) (18,000)
232,000 120,00C
(90,000) 229,00C
10,00C _ (50.000)
619,00C _ 1,763,00C
(3,282,000 (3,738,000
747,000 1,580,00C
(272,000) -
(54,000) -
74,00C _ 101,00(
(2.787.000) (2.057,000)
(870,000) (809,000)
2,180,00¢ 1,100,00C
104,000 164,00C
(297,000) (319,000)
- - 10,000
1,117,00C _ 146,00C
(1,051,000 (148,000)
2,465,000 _ 2,613,00C
$1,414,000 _ $2,465,00(
$ 111,000 _ $ 106.00(
$ - $  27,00(
$ 42,000 _ $  26,00(
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Organization and Summary of SignificAntounting Policies
Organization Good Times Restaurants Inc. (Good Times or the@my) is a Nevada corporation. The Company opetateugh its wholly owned subsidiary Good Time&®fThru Inc. (Drive Thru).

Drive Thru commenced operations in 1986 and, &Beptember 30, 2008, operates twenty-nine compamedwnd joint venture drivitru fast food hamburger restaurants. The Compaggtaurants are located in Colorad
addition, Drive Thru has twenty-two franchises hé@gn operating in Colorado, two in Wyoming, onédiaho and one in North Dakota, and is offeringiétises for development of additional Drive Thrstagirants.

Principles of ConsolidationThe consolidated financial statements includeatteunts of Good Times, its subsidiary and twotéghpartnerships, in which the Company exercisesr@bas general partner. The Company owr
approximate 51% interest in both partnershipshéssble general partner and receives a managegeptibr to any distributions to the limited parsieBecause the Company owns an approximate 5tE¥est in the partnershi
and exercises complete management control ovetealsions for the partnerships, except for cenito rights, the financial statements of the pasinips are consolidated into the Company's findrst&ements. The equ
interests of the unrelated limited partners arenshon the accompanying consolidated balance sisemirzority interest, and the limited partners' ssaof net income in the partnerships is shown asrity interest expense in 1
accompanying consolidated statement of operatidihgter-company accounts and transactions araeiahted.

Accounting Estimates The preparation of consolidated financial stateém conformity with U.S. Generally Accepted Acating Principles requires management to make estgnand assumptions that affect the amc
reported in these consolidated financial statememisthe accompanying notes. Actual results cdifldr from those estimates.

Reclassification Certain prior year balances have been recladdifieonform to the current year's presentationchSeclassifications had no effect on the netrimeor loss.
Cash and Cash Equivalent$he Company considers all highly liquid debtinstents purchased with an initial maturity of threenths or less to be cash equivalents.

Accounts ReceivableAccounts receivable include uncollateralized regilies from our franchisees and our advertisingl faue in the normal course of business, generadjyiring payment within thirty days of the invoidate
On a periodic basis the Company monitors all actsofan delinquency and provides for estimated Issgeuncollectible accounts. Currently and his@lticthere have been no allowances for unrecoverattounts receivable.

Inventories- Inventories are stated at the lower of cost orketadetermined by the first-in, first-out methashd consist of restaurant food items and relasettaging supplies.
Property and EquipmentDepreciation is recognized using the straigh¢-linethod over the estimated useful lives of thetass the lives of the related leases, if shoaeffpllows:

Buildings 15 years
Leasehold improvemen 7-15 years
Fixtures and equipme 3-8 years

Maintenance and repairs are charged to expenseased, and expenditures for major improvemergscapitalized. When assets are retired, or otlsendisposed of, the property accounts are reliefedsts and accumulal
depreciation with any resulting gain or loss credlior charged to income.

Assets held for sale of $1,574,000 shown in the@mganying consolidated balance sheet is relatedsite in Firestone, Colorado which has been deeeland is being marketed in the sale lease-badketa

Impairment of LoneLived Assets The Company reviews undiscounted cash flows df eestaurant as compared to the net book valuaatf eestaurant's respective properties. If thésapdnted cash flows of each restauran
less than their respective net book values, theeative properties are written down to their faarket values. To date we have not written downassets due to impairment.

Sales of Restaurants and Restaurant Equity Inger&sles of restaurants or noontrolling equity interests in restaurants devetbpy the Company are recorded under either thedatual method or the installment metho
accounting. Under the full accrual method, a gginot recognized until the collectibility of thalss price is reasonably assured and the earniogegs is virtually complete without further cogiimcies. When a sale does
meet the requirements for income recognition, étated gain is deferred until those requiremergsnaet. Under the installment method, the gaindsementally recognized as principal payments erréfated notes receivable
collected. The Company's accounting policy, wébards to the sale of restaurants, is in accordaitheSFAS No. 66. If the initial payment is lebsn the percentages set forth, use of the ingtallmethod is required.
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The Company's accounting for the sale of restasrianin accordance with SAB TopicEsbecause the risks and other incidents of owneiséwve been transferred to the buyer. Specificaliyno continuing involvement by 1
Company exists in restaurants that are sold, lgssadntracts and related income recognition arelepéndant on the future successful operationseofold restaurants, and c) the Company is nohiedoas a guarantor on 1
purchasers' debts.

Deferred Liabilities- Rent expense is reflected on a straight-linesbasér the term of the lease for all leases coimgistepups in base rent. An obligation representing fipayments (which totaled $551,000 as of Septet
2008) is reflected in the accompanying consolidéi@dnce sheet as a deferred liability. Also idehliin the $1,071,000 deferred and other liabii#jance is a $452,000 deferred gain on the sateedfuilding and improvemer
of two Companyswned restaurants in two separate sale leasebagattions. The building and improvements weresemybently leased back from the third party purafsasene gains will be recognized in future periat
proportion to the rents paid on the fifteen andriye/ear leases. The remaining balance repreaateferred hedging loss liability of $68,000.

Opening Costs Opening costs are expensed as incurred.
Advertising- The Company incurs advertising expenses in cdiorewith the marketing of its restaurant operasioMdvertising costs are expensed when the retatedrtising begins.

Franchise and Area Development Feégdividual franchise fee revenue is deferred wiesreived and is recognized as income when the Coynipas substantially performed all of its obligasainder the franchise agreement
the franchisee has commenced operations. The Gorspeommitments and obligations pursuant to thedhise agreements consist of a) development asséstincluding site selection, building specificas and equipme
purchasing and b) operating assistance; includaiging of personnel and preparation and distrdsutf manuals and operating materials. All of éhekligations are effectively complete upon thenipg of the restaurant at whi
time the franchise fee and the portion of any dgwelent fee allocable to that restaurant is rec@ghizZlhere are no additional material commitmentsbtigations.

The Company has not recognized any franchise fegshave not been collected. The Company segregatl franchise fees from other franchise raxeim the statement of operations. Revenues astd oelated to company-
owned restaurants are segregated from revenuesoatgirelated to franchised restaurants in thersttt of operations.

Continuing royalties from franchisees, which amesacentage of the gross sales of franchised opegtare recognized as income when earned. Fsandbivelopment expenses, which consist primarilggsl costs and restaur
opening expenses associated with developing antirapé&anchise restaurants, are expensed agamseldted franchise fee income.

Accounting for Notes ReceivabléfThe Company's notes receivables are all due frood@imes franchisees, or franchise advertisingedatives. All of the notes receivable are colkdteed by real estate or equipment and ce
of the notes are personally guaranteed by the liisees. The notes are all term notes with interestuing at market rates. The Company reviews ¢iesnfrom time to time to access collectabilityeT®ompany has determir
that all notes receivable at September 30, 2008allectable and allowances for write-downs aremestessary.

Operating Partner ProgranOperating Partners in a restaurant share in fuhereases of their restaurant's cash flows abovestablished baseline, which is based on the girgéwelve months' cash flow after full allocatiof
advertising and capital expenses. This progragessgned to figuratively put Operating Partnerghim shoes of an owner so that a portion of theinmensation is derived solely from the improvemarthie financial performan
of their respective restaurants. The portion shdow increases allocable to the Operating Pestaee expensed as incurred on a quarterly baifs aveumulative adjustment made for any monthsreseash flows fall below tt
established baselines. Compensation under thisgrois expensed to restaurant operations as irtuMe other long term benefits accrue or veshéo@perating Partners in this program. Operatagners are employees at\
and are subject to termination from this prograceiftain operating, customer service and finaratigctives are not met.

Income Taxes Income taxes are recorded in accordance with asskliability approaches whereby the recognitbdeferred tax liabilities and assets are recofdethe expected future tax consequences of teanpaiifference
between the carrying amounts and the tax baségdompany's assets and liabilities. Valuationaadiuces are provided for deferred tax assets if teebvery is more not likely than not.
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Net Income (Loss) Per Common Shaik&he income (loss) per share is presented in aaocedwith the provisions of SFAS No. 128, "EarniRgs Share." Basic EPS is calculated by dividirggihcome (loss) available to comn
stockholders by the weighted average number of acmmshares outstanding for the period. Diluted E&ffects the potential dilution that could occursécurities or other contracts to issue commonksteere exercised
converted into common stock. Options for 81,364ehaf common stock were not included in compuditgted EPS for 2008 because their effects weredihitive. Options for 137,090 shares of common lstwere included i
computing diluted EPS for 2007 because they weugivi.

Financial Instruments and Concentrations of Criedik - Credit risk represents the accounting loss thatlévbe recognized at the reporting date if courateigs failed completely to perform as contract€bncentrations of cre:
risk (whether on or off balance sheet) that anieenffinancial instruments exist for groups of cuséss or counterparties when they have similar ezincharacteristics that would cause their abtlityneet contractual obligatic
to be similarly effected by changes in economiottyer conditions. Financial instruments with o#fldncesheet risk to the Company include lease liabilitid®reby the Company is contingently liable as argutor of certai
leases that were assigned to third parties in adiomewith various sales of restaurants to fraredis(see Note 5).

Financial instruments potentially subjecting thex@any to concentrations of credit risk consist gipally of receivables. At September 30, 2008¢gratceivable totaled $118,000 and are due frorergiies. Additionally, th
Company has other current receivables totaling I08) which includes $91,000 of franchise receigabl

The Company purchases 100% of its restaurant faddoaper from one vendor. The Company believedfiisnt number of other suppliers exist from whiiod and paper could be purchased to preventamyterm, advers
consequences.

The Company operates in one industry segmenturestes. A geographic concentration exists becthes€ompany's customers are generally locateckistate of Colorado.

The estimated fair values of financial instrumeants determined at discrete points in time basegl@vant market information. These estimates weveincertainties and cannot be determined withigicet The carrying amour
of all financial instruments approximate fair vakea result of either the instrument's short-teraturities or interest rates that approximate thm@any's current expected borrowing and lendirggrat

Comprehensive Income (Loys Comprehensive income includes net income @, losanges in certain assets and liabilities tfeateported directly in equity such as adjustmeessilting from unrealized gains or losses on heid-t
maturity investments and certain hedging transastiSee Note 10 for additional information.

StockBased CompensatiorEffective October 1, 2006, the Company adoptedpitovisions of Statement of Financial Accountingr8lard ("SFAS") No. 123(R), ShaBased Payment, using the modified prospective egpdir
transition method. Under the provisions of SFAS(R)3stockbased compensation is measured at the grant dested fon the calculated fair value of the award,ismecognized as an expense over the requisitéoga®servic
period (generally the vesting period of the graBBe Note 10 for additional information.

Variable Interest EntitiesIn December 2003, the FASB finalized FASB Intetption No. 46R, "Consolidation of Variable InterEstities -An Interpretation of ARB51" (FIN 46R). FIN 46R expds the scope of ARB51 and
require consolidation of "variable interest ensti¢VIEs). Once an entity is determined to be & \the party with the controlling financial intetethe primary beneficiary, is required to consatilit. The Company has sev:
franchisees with notes payable to the Company.sd finchisees are variable interest entities fiseteby FIN 46R, however, the Company is not thienpry beneficiary of these entities. Thereforeyttare not required to
consolidated under FIN 46R.

New Accounting Pronouncementt September 2006, the Financial Accounting Staifsl&oard ("FASB") issued Statement of Financialdotting Standards No. 157 ("SFAS 157"). The Si defines fair value, establist
a framework for measuring fair value in generaltcepted accounting principles ("GAAP"), and expadi®losures about fair value measurements. Ttateent is effective for financial statements ésstor fiscal yeal
beginning after November 15, 2007, and interimgusiwithin those fiscal years. The adoption of SAAS is not expected to have a material effecherompany's financial position, results of operatior cash flows.

In February 2007, the FASB issued SFAS No. 159¢"FFair Value Option for Financial Assets and Finalndabilities - including an amendment of FASB Statement No. J1SFAS 159"). SFAS 159 provides companies wit
option to report selected financial assets anchiiied liabilities at fair value. Unrealized gainsdalosses on items for which the fair value optias been elected are reported in earnings at elskeguent reporting date. SFAS
is effective for fiscal years beginning after Nou®m 15, 2007 which will be effective for our fisgaar beginning October 1, 2008. The adoption ©f statement is not expected to have a materiahémpn the Compan)
financial position or results of operations.

In December 2007, the FASB issued FASB StatementlKb (revised 2007), "Business Combinations" ("FX3(R)"), which establishes accounting princiges disclosure requirements for all transactionstirch a compar
obtains control over another business. This ad@egrpronouncement is effective for fiscal yeargibaing after December 15, 2008, which will be effiee for our fiscal year beginning October 1, 200@e are current
evaluating the requirements of FAS 141 and haveg@tdetermined the impact on our financial statese
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In December 2007, the FASB issued FASB Statement180, "Noncontrolling Interests in Consolidateddticial Statements and amendment to ARB No. 51A%'E60"). This standard prescribes the accourttin@ parer
company for minority interests held by other pariie a subsidiary of the parent company. FAS 6éffiective for fiscal years beginning after Decemb5, 2008, which will be effective for our fisgaar beginning October
2009. We are currently evaluating the requiremeffsAS 160 and have not yet determined the impadaiur financial statements.

In March 2008, the FASB issued SFAS No. 161, "Risgles about Derivative Instruments and Hedgingviies" ("SFAS 161"). SFASL61 amends and expands the disclosure requirerire®BSAS 133, "Accounting fi
Derivative Instruments and Hedging Activities".FAS 161 is effective for fiscal years and interim peddeginning after November 15, 2008, which willdftective for our interim period beginning Janudry2009. We ai
currently evaluating the requirements of FAS 16d have not yet determined the impact on our firelrtatements.

Liquidity:
As of September 30, 2008, we had $1,414,000 of aaditash equivalents on hand. We currently plarséothe cash balance and cash generated frontiopsrfor increasing our working capital reserved for recurring capit:
expenditures. We believe that the current cashamal and additional cash expected from operatiofisdal 2009 will be sufficient to cover our wonkj capital requirements for fiscal 2009.

As of September 30, 2008, we had a working cagi#itit of $2,082,000 primarily from our developméine-of-credit of $2,180,000 shown as a curréattility maturing in July 2009. We have a fullieveloped site that we :
marketing for a sale-leaseback transaction witheetgal net proceeds of $1,600,000 which would be teseeduce the line of credit.

We have reduced planned selling, general and asiritive and franchise costs by approximately $18D for fiscal 2009 through the elimination of extae management positions, salary reductions antkgsional servic
costs. We have also reduced our labor hours aitocttirough increased efficiencies and improvedsales per man hour efficiencies on service haheseby eliminating approximately $300,000 of arnrixad restaurant payrc
costs.

We anticipate that we will be in default of cert&ehnical loan covenants as of December 31, 2608® Wells Fargo note and we are working with WEkrgo to modify these covenants based upon seal f2009 plan and ce
flow. We have never been in payment default nowdaexpect to be in the future.

Notes Receivable
Notes receivable consists of the following as gftS8mber 30, 2008:
Notes receivable from franchisees related to itatah of certain equipment; 8.5

to 10% interest per annum; monthly payments ofqgipal and interest are due in the
amount of approximately $4,100; final payment dne2011; collateralized by all

fixtures and equipment of the related restaur: 60,00(
Other, various term ) 58,00(

118,00(
Less current portio (35,000)
Notes receivable, net of current port $83,00(




5.

Debt

Note payable with PFGI II, LLC with monthly paymertdf interest (prime rate +2¢

with a minimum rate of 8%, at September 30, 2008 ridte was 8.0%) with all

unpaid principal due on July 10, 2009. The loasesured by six Leasehold Deeds

of Trust and six Security Agreements and AssignneériRents and Fixture Filings

related to those six corporate restaurants. Themigsory note constitutes a

revolving line of credit which may be advanced,aidpand re-advanced from time to

time. The maximum available under the line is $2,800. $2,180,00

Note payable with Wells Fargo Bank, NA with paynsenf principal and intere:

(prime rate less .5%) due monthly and the finalnperyt due in April 2015. The loan

is secured by four Security Agreements relatedto €orporate restauran 960,00(

Other, various term 10.00¢
3,150,001

Less current portio (2,304,000

$846,00(

In conjunction with the Wells Fargo Bank term lotite Company entered into a variable to fixed #gerate swap agreement with Wells Fargo Bank taffieMay 9, 2007, with a notional amount of $1,10), a pay rate of
7.77% and a receive rate based on the bank primdess .50%. The swap agreement has an eightgreaand has the effect of normalizing the effextiverest rate at 7.77%.

As of September 30, 2008, the fair value of thetreat was a loss of $68,000. The change in thevédire has been recorded in other comprehensige los
As of September 30, 2008, principal payments ot bebame due as follows:

Years Ending

September 3(
2009 $ 2,304,00(
2010 124,00C
2011 134,00C
2012 144,00C
2013 156,00C
Thereaftel 288,00C

$3,150,00(
In connection with the Wells Fargo Bank loan, tferpany has agreed to certain covenants, whichdeakinimum tangible net worth, a total liabilitiestangible net worth ratio and a fixed charge cage ratio, as defined in tl
agreement. As of September 30, 2008, the Compasym@mpliance with its loan covenants.

Other Accrued Liabilities
Other accrued liabilities consist of the followiagSeptember 30, 2008:

Wages and other employee $264,000

benefits

Taxes, other than income t 542,000

Other 133,000
$939,00C
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6.

Commitments and Contingencies

The Company's office space, and the land and Ingitdielated to the Drive Thru restaurant facilies classified as operating leases and expiretbeenext 16 years. Some leases contain escaldtiases over the lives of 1
leases. Most of the leases contain one to thresyfiar renewal options at the end of the initial te@ertain leases include provisions for additiacwitingent rent payments if sales volumes exceedifspd levels. The Compa
paid no material contingent rentals during fisd0& and 2007.

Following is a summary of operating lease actisitie

Year Ended September !

2008
Minimum rentals $2,379,00(
Less sublease rent: (391,000)
Net rent paic $1,988,00(

As of September 30, 2008, future minimum rental ements required under the Company's operatirgekethat have initial or remaining noncancellabéesé terms in excess of one year are as follows:

Years Ending September

30, 200€
200¢ $2,339,00(
201C 2,091,00(C
2011 1,931,00C
201z 1,819,00C
2013 1,756,00C
Thereafte 10,941,00(
20,877,00C
Less sublease rent: (3.026,000)
$17,851,00(

The Company is contingently liable on several grbleases that have been subleased or assignehthiees. The subleased and assigned leases leaquieen 2009 and 2024. The Company has neverierped any losses frc
these contingent lease liabilities.

Financing Transactions

In July 2006, the Company purchased the equipmehiraprovements from a franchisee for total consitien of $329,000. The assets of the restaurané wecorded on the Company's books at the faikeharlue of $296,00
resulting in the recording of goodwill in the amowh $33,000. In May 2007 the Company sold théatgmnt to an unrelated third party franchiseeylties in the write off of the goodwill. The lantuilding and improvements 1
this site were originally sold in a sale ledmeek transaction. We will remain contingently lialin that lease which was subleased to the newHisee. The Company has maintained ownership ofithees and equipment a
entered into a lease of those assets with thelfisee.

In May 2007 the Company borrowed $1,100,000 fronil$\feargo Bank under a note payable with an eiglar yerm with a floating interest rate at .50% hefsime. We simultaneously entered into an interat® swap transacti
with Wells Fargo Bank for the full $1,100,000 wihfixed interest rate of 7.77% for the full eigtgtay term coinciding with the note payable. Pagialceeds from the loan were used to: 1) payoffexisting GE Capital not
payable of $398,000; and, 2) fund new store cootmw. The balance of the proceeds were used t@liyfund the purchase of an existing restaufesth a franchisee and for working capital.

Managed Limited Partnerships

Drive Thru is the general partner of two limitedtparships that were formed to develop Drive Thestaurants. Limited partner contributions havenhesed to construct new restaurants. Drive Ttsg general partner, gener.
receives an allocation of approximately 51% ofphafit and losses and a fee for its managementcgav The limited partners' equity has been resmbas a minority interest in the accompanying cliested financial statements.
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9.

10.

11.

Income Taxes

Deferred tax assets (liabilities) are comprisetheffollowing at September 30, 2008:

Deferred assets (liabilities

Tax effect of net operating loss
carry-forward

Partnership basis differen

Deferred revenu

Property and equipment basis
differences

Other accrued liability differenc

Net deferred tax asse

Less valuation allowance

Net deferred tax asse

Current Long Term
$ - $1,886,00(
- 124,000
- 183,000
- 57,000
7,000 _ -
7,000 2,250,00(
(7,000) (2,250,000)
$ $

*  The valuation allowance increased by $144,0806ng the year ended September 30, 2008.

The Company has net operating loss carry-forwaf@pproximately $4,952,000 for income tax purposkih expire from 2009 through 2028. The use eféhnet operating loss cafgrwards may be restricted due to changr

ownership.

Total income tax expense for the years ended 2008807 differed from the amounts computed by dpglthe U.S. Federal statutory tax rates to prefta@me as follows:

Total expense (benefit) computed
applying the U.S. Statutory rate
(35%)

State income tax, net of federal 1

benefit

Effect of change in valuatic

allowance

Change in partnership ba:

Permanent difference
Other
Provision for income taxe

Related Parties

2008 2007
$(375,000] $10,000
(32,000) 1,000
144,000 55,000
240,00C ;
57,000 41,000
(34,000) (107.000)
$ - $ -

A significant stockholder has entered into two @faise and management agreements with the Compry Company also leases office space from thikktdder under a lease agreement which expires@.2®ent paid to tt
stockholder in 2008 and 2007 for office space Wi @00 and $54,000, respectively. One of the CaryipdBoard members is a principal of the stockholde

The Bailey Company is also the owner of two fraseti Good Times Drive Thru restaurants which aratémtin Thornton and Loveland, Colorado. The Ba{lmmpany has entered into two franchise and maneg
agreements with us, and payments under those agnéetotaled approximately $94,000 for the fisedryended September 30, 2008.

Stockholders' Equity

Preferred Stock The Company has the authority to issue 5,000,8@€es of preferred stock. The Board of Directars te authority to issue such preferred sharseries and determine the rights and preferencéeatfhares

may be determined by the Board of Directors.

Common Stock Dividend RestrictionsAs long as at least twittirds of the shares of common stock into whichSleeies B Preferred Stock was converted remairtsthethe former holders of such converted Seriéx&erre
Stock, without the written consent or affirmativeter of the holders of threguarters of the then outstanding votes of the shafréhe Series B Preferred Stock and the shargsafommon stock, the Company cannot institute
payment of cash dividends or other distributiongop shares of common stock.
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Stock Option Plans The Company has a 2008 Omnibus Equity Incentiven@msation Plan (the "2008 Plan"), approved byedtmders in fiscal 2008, which is the successaitgggompensation plan to the Company's 2
Stock Option Plan (the "2001 Plan"). As of Septem30, 2008, 198,130 shares were available fardugrants of nonqualified stock options, incentiteck options, stock appreciation rights, restdcstock, restricted sta
units, performance shares, performance units at-4tased awards.

The 2008 Plan serves as the successor to our 280143 amended (the "Predecessor Plan"), andrtieefuawards shall be made under the Predecessorf@im and after the effective date of the 20PIAIll outstandin
awards under the Predecessor Plan immediately foritre effective date of the 2008 Plan shall lm@iporated into the 2008 Plan and shall accordibglyreated as awards under the 2008 Plan. Howeaeh such award st
continue to be governed solely by the terms andlitions of the instrument evidencing such granissuance, and, except as otherwise expressly govidthe 2008 Plan or by the Committee that adsténs the 2008 Plan,
provision of the 2008 Plan shall affect or otherwisodify the rights or obligations of holders ofluncorporated awards.

Effective October 1, 2006, the Company adoptedtoeisions of Statement of Financial Accountingrii@d (“SFAS") No. 123(R), ShaBased Payment, using the modified prospective eggdin transition method. Under
provisions of SFAS 123(R), stodkased compensation is measured at the grant desteql lon the calculated fair value of the award,ismelcognized as an expense over the requisitéogeegservice period (generally the ves
period of the grant).

On August 3, 2006, the Company's Board of Directopon the review and recommendation by the Congtiems Committee of the Board, approved the acceteraf the vesting, effective August 3, 2006, eftstandint
unvested stock options to purchase a total of aqpately 108,235 shares of the Company's commark stepresenting all outstanding unvested stoclongtgranted under the Company's 2001 Stock Optian that are held |
current employees, including all executive officefthe Company. Stock options held by the Companghemployee members of the Board were not accelerA®a result, the accelerated options became fdsted o
August 3, 2006.

The Company measures the compensation cost agsbuidh share-based payments by estimating thevéire of stock options as of the grant date utliegBlackScholes option pricing model. The Company belighes the
valuation technique and the approach utilized teeligp the underlying assumptions are appropriataiculating the fair values of the Company's stoptons granted during fiscal 2008. Estimatesagf\alue are not intended
predict actual future events or the value ultimatehlized by the employees who receive equity dsar

Net income for the fiscal years ended Septembe2@08 and 2007 includes $90,000 and $84,000, résply; of compensation costs related to our stoaked compensation arrangements.

During the fiscal year ended September 30, 2008gnated 12,000 nostatutory stock options and 16,700 incentive stmgtions both with exercise prices of $5.75. Of ##6¢700 incentive options issued 10,000 shares
forfeited in conjunction with the termination oftitompany's VP of Franchise Development in Aug0682The per share weighted average fair values $@126 for norstatutory stock option grants and $3.10 for inaensitocl
option grants.

In addition to the exercise and grant date pri¢ébeawards, certain weighted average assumpti@isvere used to estimate the fair value of stition grants are listed in the following table:

Incentive Stock Option Nonr-Statutory Stock Optior
Expected term (years) 6.0 6.7
Expected volatility 51% 51%
Risk-free interest rat 4.4% 4.4%
Expected dividend 0 0

We estimate expected volatility based on histoneaékly price changes of our common stock for @opeequal to the current expected term of the astiThe riskfree interest rate is based on the United Sta¢esury yields i
effect at the time of grant corresponding with éxpected term of the options. The expected optgom is the number of years we estimate that optiatide outstanding prior to exercise considenrmgting schedules and «
historical exercise patterns.

SFAS 123(R) requires the cash flows resulting ftbmtax benefits for tax deductions in excess efabmpensation expense recorded for those optixeegs tax benefits) to be classified as financasgh flows. These excess
benefits were $0 for the fiscal years ended Septei®®, 2008 and 2007.
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12.

A summary of stock option activity under our sheesed compensation plan for the fiscal year enépteSber 30, 2008 is presented in the followindetab

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

Outstandin-beg of
year 366,905 $3.89
Granted 28,700 $5.75
Exercisec (31,663) $3.26
Forfeited or expire: (10,000) $5.75
Outstanding Sept 30,
2008 353,942 $4.04 5.0 $32,000
Exercisable Sept 3!
2008 299,744 $3.64 4.4 $32,000

As of September 30, 2008, the total remaining wgeized compensation cost related to unvested 4taskd arrangements was $114,000 and is expedbedrézognized over a weighted average period7&f gears.
The total intrinsic value of stock options exerdiskiring the fiscal year ended September 30, 2G8$71,000. Cash received from stock option exesdor the fiscal year ended September 30, 2088hd@4,000.

Accumulated Other Comprehensive Lostr May 2007, the Company entered into an interatt swap agreement, designated as a cash flonehediich hedges the Company's exposure to inteagstfluctuations on tt
Company's floating rate $1,100,000 term loan. Then@any records the fair value of these contracthiénbalance sheet, with the offset to other cohmrsive loss. The contract requires monthly settlemof the differenc
between the amounts to be received and paid uhdexgreement, the amount of which is recognizedirent earnings as interest expense. See Note Towadditional information.

Retirement Plan

The Company has a 401(k) profit sharing plan (fart"). Eligible employees may make voluntary dbutions to the Plan, which are matched by the gGamy, in an amount equal to 25% of the employesigribution up to 6¢
of their compensationThe amount of employee contributions is limitedspscified in the Plan. The Company may, at itsrdigan, make additional contributions to the Plarcieange the matching percentage. The Comrr
made matching contributions of $30,000 and $31i0di3cal 2008 and fiscal 2007 respectively. Alitching contributions are made in cash.
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Item 8. Changes In and Disagreements withccountants on Accounting and Financial Disclosure
During the two most recent fiscal years, Good TifRestaurants has not had any changes in or disagnée with its independent accountants on matfeasaunting or financial disclosure.

Item 8A. Controls and Procedures
Conclusion Regarding the Effectiveness of DiscloserControls and Procedures

Based on an evaluation of the Company's disclosargrols and procedures (as defined in Rules 13a}1&nd 15dt5(e) of the Securities Exchange Act of 1934, agrated), as of the end of the Company's fiscal wealec
September 30, 2008, the Company's Chief ExecutffiesDand Controller (its principal executive aféir and principal financial officer, respectivehgve concluded that the Company's disclosure dsrdral procedures were effective.

Management's Report on Internal Control Over Finandal Reporting

We are responsible for establishing and maintaimidgquate internal control over financial reportfag defined in Rule 13a-15(f) and 158¢) under the Securities and Exchange Act of 1@84amended). We maintain a systel
internal controls that is designed to provide reabte assurance in a cost-effective manner aettathand reliable preparation and presentatiah@fonsolidated financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or det@isstatements. Therefore, even those systeresnieed to be effective can provide only reasonaburance with respect to finan
statement preparation and presentation.

We conducted an evaluation of the effectivenessuointernal control over financial reporting asSefptember 30, 2008. In making this evaluation,nsanagement used the criteria set forth by the Qttesrof Sponsoring Organizatic
of the Treadway Commission ("COSQ") in Internal @ohintegrated Framework. This evaluation includedwere of the documentation of controls, evaluatiéithe design effectiveness of controls, testinghefoperating effectivene
of controls and a conclusion on this evaluation.Meee concluded that, as of September 30, 200& dnepany's internal control over financial repagtimas effective based on these criteria.

This Annual Report does not include an attestatéport of the Company's registered public accognfirm regarding internal control over financiapreting. Management's report was not subject tiestdtion by the Compan
registered public accounting firm pursuant to terapprules of the SEC that permit the Company tvjole only management's report in this Annual Repor

Changes in Internal Control over Financial Reportirg

There have been no significant changes in the Coypanternal control over financial reporting thetcurred during the Company's fiscal quarter erfsieptember 30, 2008 that have materially affeatedire reasonably likely
materially affect, the Company's internal contreéofinancial reporting.

Item 8B. Other Information

Nothing to report

PART Ill
Item 9. Directors, Executive Officers, Roamoters and Control Persons, Corporate Governancé&ompliance with Section 16(a) of the Exchange Act

The information required by this Item concerning directors and executive officers is incorporabgdreference to the information provided underahptions Item 1 for Voting “Election of Directorahd "Executive Officers" in o
definitive proxy statement for the annual meetifigtockholders, to be held on January 26, 200%tare filed within 120 days from September 30, 2008ormation regarding the Company's Code of &hhominating procedures ¢
Audit Committee is incorporated by reference to ihf@rmation provided under the captions "Code dfi€s," "Nominee Selection Process" and "Board Cdtess" in our definitive proxy statement for thenaal meeting ¢
stockholders, to be held on January 26, 2009 abe fded within 120 days from September 30, 2008.

The information required by this Item concerningngdiance with Section 16(a) of the Securities ExgjeaAct of 1934 is incorporated by reference toittiermation provided under the caption "Sectiorfa)@eneficial Ownersh
Reporting Compliance" in our definitive proxy statnt for the annual meeting of stockholders, thdld on January 26, 2009 and to be filed within da@s from September 30, 2008.
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Item 10. Executive Compensation

The information required by this Item is incorpedtby reference to the information provided under ¢aptions "Directors' Compensation" and "ExeeuBompensation” in our definitive proxy statememtthe annual meeting
stockholders to be held on January 26, 2009 abe fded within 120 days from September 30, 2008.

Item 11. Security Ownership of Certain Berficial Owners and Management and Related StockholdeMatters
The information required by this Item concerningwséty ownership of certain beneficial owners andnagement is incorporated by reference to therimdtion provided under the caption "Ownership of g@n stock by Princip
Stockholders and Management" in our definitive gretatement for the annual meeting of stockholt®tze held on January 26, 2009 and to be filedimit20 days from September 30, 2008.

The information required by this Item concerningwséies authorized for issuance under equity campgon plans is incorporated by reference to nfigrination provided under the caption "DisclosuiiéhviRespect to the Compan
Equity Compensation Plan" in Part Il - tem 5 - Ketrfor Common Equity and Related Stockholder Maftimcluded in this Form 10-KSB.

Item 12. Certain Relationships, Related Tmasactions and Director Independence.

The information required by this Item is incorpexdby reference to the information provided untierdaption "Certain Relationships and Related BEretitns” in our definitive proxy statement for wenual meeting of stockholders
be filed within 120 days from September 30, 2008.

The information required by this Item concerningedtor independence is incorporated by referenteetinformation provided under the captions "Noeeirselection process", "Nominees" and "Board Coteast in our definitive pro»
statement for the annual meeting of stockholdetetéiled within 120 days from September 30, 2008.

Item 13. Exhibits

The following exhibits are furnished as part oftreport:

Exhibit Description

3.1 Atrticles of Incorporation of thed&trant (previously filed on November 30, 198&ahibit 3.1 to the registrant's Registration Staaton Form S-18 (File No. 33-25810-LA) and incagged herein by reference)

3.2 ﬁmer;dment ;o Avrticles of Incorpaoatof the Registrant dated January 23, 1990 (presly filed on January 18, 1990 as Exhibit 3.1h® rtegistrant's Current Report on Form 8-K (File B@0-18590) and incorporated her

y reference

33 ATendminl to Articles of Incorpavat (previously filed as Exhibit 3.5 to the regisit's Annual Report on Form 10-KSB for the fiscaly ended September 30, 1996 and (File No.1®E30) incorporated herein
reference,

3.4 Restated Bylaws of Registrant d&Nestember 7, 1997 (previously filed as Exhibit 86the registrant's Annual Report on Form 10-KSBthe fiscal year ended September 30, 1997 (File(0618590) and incorporat
herein by reference)

35 Restated Bylaws of Registrant, ateeras of August 14, 2007 (previously filed as Bitt8/1 to the registrant's current report on F& dated August 14, 2007 (File No. 000-18590) medrporated herein by reference)

4.1 Certificate of Designations, Preferes, and Rights of Series B Convertible Prefer&@tock of Good Times Restaurants Inc. (previofily as Exhibit 1 to the Amendment No. 6 to ScHediBD filed by The Erie Coun
Investment Co., The Bailey Company, LLLP and Pawdiley (File No. 005-42729) on February 14, 2@@8 incorporated herein by reference)

10.1 Form of Promissory Note dated Novent 1995 by and between AT&T Commercial Financep@ration, Boise C®evelopment Limited Partnership, Good Times Goaués Inc. as general partner, and Good T

Restaurants Inc. as guarantor in the amount of $254(previously filed as Exhibit 10.34 to the mtgant's Annual Report on Form 10-KSB/A for thecdisyear ended September 30, 1995 (File No. I8EBO0) an
incorporated herein by reference)
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10.2 Form of Promissory Note dated Novent 1995 by and between AT&T Commercial Financep@ration, Boise C®evelopment Limited Partnership, Good Times Goaués Inc. as general partner, and Good T
Restaurants as guarantor in the amount of $104@8viously filed as Exhibit 10.35 to the registtarinnual Report on Form 10-KSB/A for the fiscalay ended September 30, 1995 (File No. 08890) and incorporat
herein by reference)

10.3 Registration Rights Agreement daiteyy 31, 1996 regarding registration rights of tieenenon stock issuable upon conversion of the Séri€onvertible Preferred Stock (previously filed Behibit 10.15 to the registrar
Annual Report on Form 10-KSB/A for the fiscal yeaded September 30, 1995 (File No. 000-18590) rzmtporated herein by reference)

104 Amendment and Agreement regardingeSé Convertible Preferred Stock by and betweendsTimes Restaurants Inc. and The Bailey CompatgddDecember 3, 1997, effective as of Octobe 837 (previously filed ¢
Exhibit 10.13 to the registrant's Annual Reporfamm 10-KSB for the fiscal year ended September907 (File No. 000-18590) and incorporated hebgineference)

10.5 Indemnification by Dr. Kenneth Dubao Good Times Good Times Inc. dated Decembefl 996 with respect to the promissory note of thesB&@obevelopment Limited Partnership dated November9951in the origine

amount of $254,625 and the promissory note datedhber 3, 1995 in the original amount of $104,0&®\iously filed as Exhibit 10.14 to the registtamtnnual Report on Form 1KSB for the fiscal year ended Septen
30, 1997 (File No. 000-18590) and incorporated indrg reference)

10.6 Office lease (previously filed ashibit 10.12 to the registrant's Annual Report onnrd0-KSB for the fiscal year ended September 8981(File No. 000-18590) and incorporated hereindfgrence)

10.7 The Bailey Company Guaranty Agreenfpreviously filed as Exhibit 10.13 to the registt's Annual Report on Form 10-KSB for the fiscahlyended September 30, 1998 (File No. 08890) and incorporated herein
reference)

10.8 1992 Incentive Stock Option Planaaended (previously filed as Exhibit 4.9 to thgisgant's Annual Report on Form 10-KSB for thedisyear ended September 30, 1998 (File No. I8EB0) and incorporated herein
reference)

10.9 1992 Non-Statutory Stock Option PEsiamended (previously filed as Exhibit 4.1che egistrant's Annual Report on Form 10-KSB ferfibcal year ended September 30, 1998 (File N@-18590) and incorporated her

by reference)

10.10 The Bailey Company Private Placenetter Agreement dated March 12, 1999 (previofitdyg as Exhibit 10.1 to the registrant's Quartéport on Form 10-QSB for the quarter ended Ma;h999 (File No. 000:8590
and incorporated herein by reference)

10.11 Warrant dated April 15, 1999 Issteed@he Bailey Company, LLLP for the Purchase 000BB, Shares of Common Stock of Good Times Restautaat (previously filed as Exhibit 4.2 to Amendrhéto. 4 to Schedule 12
filed on June 7, 1999 by The Bailey Company, LLIRe Erie County Investment Co., and Paul T. Bajféle No. 005-42729) and incorporated herein bgnerfice)

10.12 Merrill Lynch Commitment Letter ddtRlovember 17, 1999 for Line of Credit (previoufilgd as Exhibit 10.18 to the registrant's AnnualpRrt on Form 10-KSB for the fiscal year ended &eyier 30, 1999 (File No. 000-
18590) and incorporated herein by reference)

10.13 GE Capital Term Note dated Noveni#er2001 (previously filed as Exhibit 10.15 to tiegistrant's Annual Report on Form 10-KSB for tised! year ended September 30, 2001 (File No.1¥E80) and incorporated her
by reference)

10.14 GfE Capit)al Note dated November D912(previously filed as Exhibit 10.1 to the registt's Quarterly Report on Form 10-QSB for the tpraended December 31, 2001 (File No. A@390 and incorporated herein
reference,

10.15 Employment Agreement dated Octob@081 between the registrant and Boyd E. Hoback

10.16 Wells Fargo Credit Agreement (presly filed as Exhibit 10.17 to the registrant's AahReport on Form 10-KSB for the fiscal year en8egtember 30, 2003 (File No. 000-18590) and irmaed herein by reference)

10.17 Form of Option Agreement (previoddld as Exhibit 10.18 to the registrant's AnnReport on Form 10-KSB for the fiscal year endedi&aper 30, 2004 (File No. 000-18590) and incorpeatdterein by reference)

10.18 Form of Option Grant Notice (preatyfiled as Exhibit 10.19 to the registrant's AahReport on Form 10-KSB for the fiscal year en8egtember 30, 2004 (File No. 000-18590) and inaated herein by reference)
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10.19
10.20
10.21
10.22
10.23
10.24
10.25
10.26
10.27

10.28
10.29
10.30
10.31
10.32
10.33

10.34
10.35
10.36

10.37

10.38
10.39

Cash Bonus Plan for Boyd Hobackvipresly filed as Exhibit 10.20 to the registramtisnual Report on Form 10-KSB for the fiscal yeade September 30, 2004 (File No. 000-18590) anutpurated herein by reference)
Securities Purchase Agreements iqarsly filed on the registrant's Current Reportramm 8-K dated January 3, 2005 (File No. 000-18%81@) incorporated herein by reference)

Amendment to Securities Purchaseément (previously filed as Exhibit 10.1 to theisggnt's Form 8-K Report dated January 27, 20@8 (fo. 000-18590) and incorporated herein by esiee)

2001 Stock Option Plan, as amengexViously filed as Exhibit 99.1 to the registrarRegistration Statement on Form S-8 filed on May2D05 (Registration No. 333-125150) and incorjatderein by reference)
Registration Statement (previout&dfon the registrant's Registration Statemerftamm S-3 filed on February 17, 2005 (Registratian 883-122890) and incorporated herein by reference

Amendment No. 1 to RegistrationeStant (previously filed on the registrant's Registn Statement on Form S-3 filed on April 4, 2@Rggistration No. 333-122890) and incorporated ihdrg reference

Conversion of Series B Convertibief@red Stock (previously filed as Exhibit 99.1the registrant's Form 8-K Report dated June 86ZBle No. 000-18590) and incorporated hereindfgnence)

Loan Agreement and Promissory Nptevfously filed as Exhibit 10.1 and 10.2 to thgiserant's Form 8-K Report dated August 7, 2006 (Rb. 000-18590) and incorporated herein by refesy

Acceleration of Vesting of Stock ©ps and Form of Resale Restriction Agreement presly filed as Exhibit 10.1 to the registrant'sid8-K Report dated August 8, 2006 (File No. GA@B590) and incorporated herein
reference)

Expansion of Loan Agreement and Bssaony Note (previously filed as Exhibit 10.1 ar@i2Lto the registrant's Form 8-K Report dated Md&h2007 (File No. 000-18590) and incorporatectineby reference)
Loan Agreement and Promissory Nptevfously filed as Exhibit 10.1 and 10.2 to thgiserant's Form 8-K Report dated May 7, 2007 (Riée 000-18590) and incorporated herein by reference

Amendment No. 1 to Loan AgreementRromissory Note (previously filed as Exhibit 1@rid 10.2 to the registrant's Form 8-K Report dMagl 10, 2007 (File No. 000-18590) and incorpordtetein by reference)
Development Agreement (previoudbdfias Exhibit 10.1 to the registrant's Form 8-Ko&e dated December 2, 2007 (File No. 000-18596@)iacorporated herein by reference)

Management Agreement (previousdfihs Exhibit 10.2 to the registrant's Form 8-Kdtedated December 2, 2007 (File No. 000-18590)iacarporated herein by reference)

Site Selection, Construction Managieinand Pre-Opening Services Agreement (previdilely as Exhibit 10.3 to the registrant's Form 8&RKport dated December 2, 2007 (File No. @8390) and incorporated herein
reference)

2008 Omnibus Equity Incentive Congagion Plan (previously filed as Exhibit 10.1 he registrant's Form 8-K Report dated January @98 ZFile No. 000-18590) and incorporated hereimdfgrence)
Employment Agreement of Boyd E. Habgpreviously filed as Exhibit 10.1 to the registr's Form 8-K Report dated January 29, 2008 ({ile000-18590) and incorporated herein by reference

Letter Agreement between Good TiDeege Thru Inc. and CEDA Enterprises, Inc. (preatyfiled as Exhibit 10.1 to the registrant's FA8rK Report dated March 12, 2008 (File No. QD&690) and incorporated herein
reference)

Letter Agreement between Good Titwge Thru Inc. and CEDA Enterprises, Inc. and Qfidgstments, LLC (previously filed as Exhibit 1@®2the registrant's Form 8-K Report dated March2®8 (File No. 0008590
and incorporated herein by reference)

Amended and Restated Loan Agree(peariously filed as Exhibit 10.1 to the registtarfform 8-K Report dated July 2, 2008 (File No.-A8390) and incorporated herein by reference)
Promissory Note by Good Times Diiveu Inc. and Good Times Restaurants Inc. payabRRGI II, LLC (previously filed as Exhibit 10.2 the registrant's Form 8-K Report dated July 2,82@le No. 00018590) an
incorporated herein by reference)
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10.40 Departure of Management Employeesnsfer of Development Rights and Suspension of&sjon (previously filed in the registrant's ForrX &eport dated June 26, 2008 (File No. A®%90) and incorporated herein

reference)
141 Code of Ethics (previously filedEaibit 14.1 to the registrant's Annual Report amrft 10-KSB for the fiscal year ended Septembe2803 (File No. 000-18590) and incorporated herginefierence)
211 Subsidiaries of registrant (previgtited as Exhibit 21.1 to the registrant's Anné&aport on Form 10-KSB for the fiscal year endept&mber 30, 1998 (File No. 000-18590) and incorgat&erein by reference)
23.1 *Consent of HEIN & ASSOCIATES LLP
311 *Certification of Chief Executive f@er pursuant to 18 U.S.C. Section 1350
31.2 *Certification of Controller pursuan 18 U.S.C. Section 1350
32.1 *Certification of Chief Executive f@fr and Controller pursuant to 18 U.S.C. SecfiBf0

*Filed herewith

Item 14. Principal Accountant Fees and Seices
The information required by this Item is incorpeby reference to the information provided undlerdaption "Independent Public Accountants” in aefinitive proxy statement for the annual meetifigtockholders to be filed with
120 days from September 30, 2008.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgigaAct, the registrant caused this report to geesi on its behalf by the undersigned, thereunlp alithorized.

Date: December 26, 2008

GOOD TIMES RESTAURANTS INC.
/s/ Boyd E. Hobac

Boyd E. Hoback

President and Chief Executive Offic

In accordance with the Exchange Act, this repostlen signed below by the following persons oralbeti the registrant and in the capacities andhendates indicated.

/sl Eric W. Reinhar

/s/ Boyd E. Hobac

Eric W. Reinhard, Chairme
and Chief Development Officer
Date: December 26, 20(

/sl Geoffrey R. Baile

Boyd E. Hoback, Directc
and President and CEO

Date: December 26, 20(

/s/ Susan M. Knutsc

Geoffrey R. Bailey, Director

Date: December 26, 2008

/sl Ron Goodso

Susan M. Knutson, Controller and
Principal Financial Officer

Date: December 26, 20(

/s/ Richard J. Star

Ron Goodson, Director
Date: December 26, 20(

/s/ David Grissel

Richard J. Stark, Director

Date: December 26, 20(

/s/ Alan A. Terai

David Grissen, Directc

Date: December 26, 20(

Alan A. Teran, Directo
Date: December 26, 20(
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Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on FormK8B of Good Times Restaurants Inc. (the "Compafot“the fiscal year ended September 30, 2008 ed filith the Securities and Exchange Commissiorherdate hereof (tl

"Report"), I, Boyd E. Hoback, as Chief Executivdi€Hr of the Company, and Susan M. Knutson, as i@bet of the Company, each hereby certifies, panstio and solely for the purpose of 18 U.S.C. 1850dopted pursuant to 90I
the Sarbanes-Oxley Act of 2002, that to the bestypknowledge and belief:

1) The Report fully complies with the regauments of section 13(a) or 15(d) of the Securlieshange Act of 1934 (15 U.S.C. 78m or 780(d)l an

) The information contained in the Refaitly presents, in all material respects, thefficial condition and results of operations of then@any.
I/s/ Boyd E. Hobac /sl Susan M. Knutso

Boyd E. Hobacl Susan M. Knutso

Chief Executive Office Controller (principal financial officer

December 26, 200 December 26, 20C




Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

1, Boyd E. Hoback, certify that:

1.

2.

| have reviewed this annual report omir&0-KSB of Good Times Restaurants Inc.;

Based on my knowledge, this report dusscontain any untrue statement of a material dacimit to state a material fact necessary to nthk&estatements made, in light of the circumstanceter which such statements w
made, not misleading with respect to the perioceoed by this report;

Based on my knowledge, the financialesteents, and other financial information includedhiis report, fairly present in all material restsethe financial condition, results of operatiansl cash flows of the registrant as of,
for, the periods presented in this report;

The registrant's other certifying offi@nd | are responsible for establishing and maiimg disclosure controls and procedures (as défineExchange Act Rules 13a-15(e) and 15¢e)) and internal control over financ
reporting (as defined in Exchange Act Rules 13d)#8(d 15d-15(f)) for the registrant and have:

(@)

(b)

(©

(d)

Designed such disclosure controls amttquures, or caused such disclosure controls amtkgures to be designed under our supervisionpgare that material information relating to theisegnt, including it
consolidated subsidiaries, is made known to usthgrs within those entities, particularly during theriod in which this report is being prepared;

Designed such internal control over ficial reporting, or caused such internal contrardinancial reporting to be designed under ouresvipion, to provide reasonable assurance regattimgeliability of financie
reporting and the preparation of financial statetméor external purposes in accordance with gelyesatepted accounting principles;

Evaluated the effectiveness of the tegis's disclosure controls and procedures ancepted in this report our conclusions about thecgffeness of the disclosure controls and procedaesf the end of the peri
covered by this report based on such evaluatiah; an

Disclosed in this report any change mtbgistrant's internal control over financial rejpgy that occurred during the registrant's moseng fiscal quarter (the registrant's fourth fisgadrter in the case of an annual reg
that has materially affected, or is reasonablylyike materially affect, the registrant's intereahtrol over financial reporting; and




5. The registrant's other certifying offiead | have disclosed, based on our most receation of internal control over financial repagi to the registrant's auditors and the audit citreenof the registrant's board of directors
persons performing the equivalent functions):

(@) Al significant deficiencies and matémeeaknesses in the design or operation of intezoatrol over financial reporting which are readupdikely to adversely affect the registrant'slipito record, process, summat
and report financial information; and

(b) Any fraud, whether or not material, tiratolves management or other employees who haignificant role in the registrant's internal cahwver financial reporting.

Date: December 26, 2008

/sl Boyd E. Hoback

Boyd E. Hoback

President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION OF THE CONTROLLER

1, Susan M. Knutson, certify that:

1.

2.

| have reviewed this annual report omir&0-KSB of Good Times Restaurants Inc.;

Based on my knowledge, this report dusscontain any untrue statement of a material dacimit to state a material fact necessary to nthk&estatements made, in light of the circumstanceter which such statements w
made, not misleading with respect to the perioceoed by this report;

Based on my knowledge, the financialesteents, and other financial information includedhiis report, fairly present in all material restsethe financial condition, results of operatiansl cash flows of the registrant as of,
for, the periods presented in this report;

The registrant's other certifying offi@nd | are responsible for establishing and maiimg disclosure controls and procedures (as défineExchange Act Rules 13a-15(e) and 15¢e)) and internal control over financ
reporting (as defined in Exchange Act Rules 13d)#8(d 15d-15(f)) for the registrant and have:

(@)

(b)

(©

(d)

Designed such disclosure controls amttquures, or caused such disclosure controls amtkgures to be designed under our supervisionpgare that material information relating to theisegnt, including it
consolidated subsidiaries, is made known to usthgrs within those entities, particularly during theriod in which this report is being prepared;

Designed such internal control over ficial reporting, or caused such internal contrardinancial reporting to be designed under ouresvipion, to provide reasonable assurance regattimgeliability of financie
reporting and the preparation of financial statetméor external purposes in accordance with gelyesatepted accounting principles;

Evaluated the effectiveness of the tegis's disclosure controls and procedures ancepted in this report our conclusions about thecgffeness of the disclosure controls and procedaesf the end of the peri
covered by this report based on such evaluatiah; an

Disclosed in this report any change mtbgistrant's internal control over financial rejpgy that occurred during the registrant's moseng fiscal quarter (the registrant's fourth fisgadrter in the case of an annual reg
that has materially affected, or is reasonablylyike materially affect, the registrant's intereahtrol over financial reporting; and




The registrant's other certifying offiead | have disclosed, based on our most receation of internal control over financial repagi to the registrant's auditors and the audit citreenof the registrant's board of directors
persons performing the equivalent functions):

(@) Al significant deficiencies and matémeeaknesses in the design or operation of intezoatrol over financial reporting which are readupdikely to adversely affect the registrant'slipito record, process, summat
and report financial information; and

(b) Any fraud, whether or not material, tiratolves management or other employees who haignificant role in the registrant's internal cahwver financial reporting.
Date: December 26, 2008
/sl Susan M. Knutson
Susan M. Knutson

Controller




CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference of report dated December 12, 2008, accompanying dheatidated financial statements of Good Times &eants, Inc., also incorporated by reference énRbrm S8 Registratio

Statements with registration numbers 333-60813; 3887, and 333-125150 and Form S-3 RegistratiateStent 33322890 of Good Times Restaurants, Inc., and tougeeof our name and the statements with respecs,ta
appearing under the heading "Experts" in the Regish Statements.

/sl Hein and Associates
HEIN & ASSOCIATES LLP
Denver, Colorado

December 23, 2008




