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PART |
ltem 1. Business.

Overview: Good Times Restaurants Inc., a Nevada corporatien"Company"), was organized in 1987. The Compamgsentially a holding company for its wh
owned subsidiary, Good Times Drive Thru Inc., whisfengaged in the business of developing, owropgrating and franchising hamburger-oriented dtiveugt
restaurants under the name Good Times Burgers &r€ustard. Most of our restaurants are locatetié frontrange communities of Colorado but we also |
franchised restaurants in Idaho, North Dakota ar@wving. The terms "Good Times", "we", "us" and r'owhere used herein refer to the operations of dbione:
Drive Thru Inc. and of the Company.

Recent Developments: After several years of same store sales growitiuding several months of double digit growth iscél 2007 and early fiscal 2008,
experienced a dramatic change in our sales tréradgnning in early calendar 2008 and continuinguigh September 2009, as the economy slowed andetitivg
pricing pressures intensified. Due to the dracndéicline in consumer spending, the unprecedeigedr commodity costs and the upheaval in theitredrkets, w
suspended most of our restaurant development wuathrthe dual brand format and under the DeveloprAgneement with Zen Partners LLC described belde
also had to suspend the development of company-@westaurants.

As discussed below in Concept and Business Strategyare focusing on regaining our same store satamentum, improving our core value proposition tioe
consumer and evolving the brand to a more higtffedintiated position in the marketplace.

On August 14, 2009 as reported on forrK 8ve announced that our Board of Directors has &atra Special Committee comprised of directors Ritlgtark, Alal
Teran and Geoff Bailey to explore and evaluatdeggia alternatives aimed at enhancing shareholdeievand explore alternatives to reduce the castems of being
publicly held entity. At that time, the CompanyédrMastodon Ventures, Inc. to provide strategicismy services and explore other strategic altérastthat wil
further the longeerm business prospects of the Company and prdmictemental value to its shareholders. The fomegaictivities are continuing without yet ¢
specific recommended alternatives.

There can be no assurance regarding the timing whether the Board will elect to pursue any of strategic alternatives it may consider, or that such alternative
will result in changes to the Company's plans drlvé consummated, and there is no certainty thatstrategic alternative will involve a transactfon shareholders
a share price equal to or above the current traghiicg of the Company's shares, bearing in mindtti&trading market for the Company's shareslaively inactive
and that the Company has realized losses from tpesaduring recent periods.

The strategic advisory services agreement (the édment") with Mastodon Ventures, Inc. ("Mastodompipvides that Mastodon will provide the Companyh
exclusive advisory services related to the poss#s&ucturing of certain lease and debt agreentdnitee Company and the identification of possaulitional source
of capital for the Company. The services includedre not limited to assistance with the preparatif information, structuring of a plan, negotiais with potentic
investors and lenders, preparation of any documegsired to be filed with federal and state agesmcelating to a restructuring plan and analyzittgeostrateqgi
alternatives.

The term of the Agreement is for six months andteable by the Company or Mastodon upon thirty dagigen notice. Mastodon will receive an initigtainer fe
of $25,000 together with three monthly payment$5f500 each made in October, November and Dece0#9 and a Success Fee of up to $250,000 up¢
completion of a restructuring event. The maximuygragate fees to Mastodon shall not exceed $2986080he Agreement includes provisions for the payno
lesser fees based upon the amount and type ofitamited, type of restructuring plan implemented avithin 12 months following the termination tie Agreemel
the Company enters into an agreement with persoastiies identified by Mastodon or the Companyiniy the term of the Agreement.

While the Agreement provides that Mastodon is b&ngaged by the Company as an advisor to the Contpagxplore strategic options, Mastodon understghd
the Board of Directors of the Company has appoiat&pecial Committee to consider certain of sudionp on behalf of the shareholders of the Compavigstodol
agrees that its services shall include communigatiith such Special Committee as it may reasonedmyest and, if directed by such Committee, Masiatwll hol(
such communications in confidence.

On April 20, 2009 as reported on formkK8-Good Times Restaurants Inc. (the "Company") @odd Times Drive Thru Inc. ("GTDT"), a wholly ownedbsidiary ¢
the Company, entered into a loan agreement witld&oBridge, LLC ("Golden Bridge"), pursuant to whiGolden Bridge made a loan of $185,000 (the "Gt
Bridge Loan") to GTDT to be used for restaurantketing and other working capital needs. The GolBedge Loan is evidenced by a promissory note daed 20,
2009 (the "Golden Bridge Note") made by the Compamy GTDT, as conakers, and bears interest at a rate of 10% pamarmm the unpaid principal balance.
Golden Bridge Note provides for monthly interesgmpants and will mature and be due and payablelirfululy 10, 2010.

1




The Golden Bridge Loan Agreement and Note are stibjethe terms of an Intercreditor Agreement da&edl! 20, 2009 (the "Intercreditor Agreement”), ang the
Company, GTDT, Golden Bridge and PFGI Il, LLC ("PIFG As previously reported by the Company, GTDifrently has a $2,500,000 revolving line of crediith
PFGI (the "PFGI Loan"), which was scheduled to meatn July 10, 2009. In connection with PFGI's emito the Intercreditor Agreement, GTDT and ther@any
entered into a first amendment to the amended estdted promissory note dated April 20, 2009 (PG| Note Amendment"), which extended the matuwidye o
the PFGI Loan until July 10, 2010 and eliminatddam balance threshold for release of the collasmeuring the PFGI Loan.

In connection with the Golden Bridge Loan, the Campissued a thregear warrant dated April 20, 2009 (the "Warrant)Golden Bridge which provides tl
Golden Bridge may at any time from April 20, 200&tiuApril 20, 2012 purchase up to 92,500 shareshef Company's common stock (the "Warrant Sharsay
exercise price of $1.15 per share. The fair valul® Warrant issued was determined to be $42,0@0the following assumptions: 1) risk free intereste of 1.27%
2) an expected life of 3 years, and 3) an expedieidend yield of zero. The fair value of $42,00@svcharged to the note discount and credited tatidddl Paid ir
Capital. The note discount is being amortized doarteen months and charged to interest expense.

See Financing Activities under the Liquidity andp@al Resources section Part Il, Item 7. Managemsdiscussion and Analysis of Financial Conditionl &esults ¢
Operations below for further details of the abaams$action.

As reported on the form R-filed on January 23, 2009, we are in default eftain technical loan covenants on our note payabM/ells Fargo Bank, N.A. (tl
"Bank"). Therefore the amount owing under this ligcis reflected as a current liability in the acepanying Condensed Consolidated Balance Shedt2eptembe
30, 2009. We have never been in payment defauth@mote and expect to be able to remain currepagments in fiscal 2010, depending however onsalgs trenc
and cash flow from operations. On February 9, 2@@9received a Reservation of Rights letter from Bank formally notifying us of the default of tl&rning:
Before Interest Taxes and Depreciation ("EBITDAYWErage Ratio of not less than 1.5 to 1.0 and #regible Net Worth of not less than $5,000,000 &$osth in the
Credit Agreement for the period ending December2BD8. The letter serves as notice that in lighthef foregoing events of default, the Bank is reiserall of its
rights and remedies under the Credit Agreementelated agreements.

The Bank is not accelerating the loan at this temeé is continuing to accept regularly schedulednpents of principal and interest under the loan; éxsv th
acceptance of payments under the loan does notittw@as modification of the Credit Agreement awvaiver of any of the covenants or of the Bank'atsgor remedie
under the Credit Agreement, including the righatwelerate the loan in the future after the givehgotice. We will continue to work with the Bawk a Require
Corrective Action for compliance with existing owodified loan covenants. There can be no assurttiatéhe Bank will in the future agree to modifyweaive any c
the loan covenants or waive any of its rights onedies under the Credit Agreement and we requidéiadal financing to repay the loan balance. Tdan is secure
by security agreements covering the equipment af festaurants.

In December 2007 we granted permission for a NDetkota franchisee to terminate their Good Timesdhése agreements in our dual brand concept witto Tahn'
International and effective December 2008 one Wygrdual brand franchise agreement was also teredna®ur dual brand test agreement expired in Sey
2008 by mutual agreement. However, one additiaralchised dual brand restaurant opened in Dece®@f in Sheridan, Wyoming.

In August 2008 we announced the suspension of dprrednt of Good Times restaurants under a 2007 Dprednt Agreement with Zen Partners LLC, in whictvid
Grissen, a significant stockholder and a membeuoBoard of Directors, has a 20% ownership interdl restaurants have been developed under teemgnt. W
may reevaluate expansion discussion with Zen ParirleC as conditions impacting our sales trends,rttacroeconomic environment and credit markets chapge.

Concept and Business StrategyVe operate with two different formats that havele®d over the course of our history: a smallef) 8guare foot double drive thru
building focused on drive thru service and limitealk up service; and a newer 2,400 to 2,700 sqfeate 70 seat dining room format that is the mddelfuture
stores. We are currently further refining the ptgpe design to reduce development costs and inegi@yreturn on investment model for company ovaret!
franchised restaurant expansion with a 2,000 sgeate50 seat dining room design that will caropviard all of the core design elements of our ppiamtotype desig

In light of the last two years' sales declines thegan at the start of the current economic reaessve are primarily focused on regaining positjrewth in ou
existing stores' sales. During the last year weehgpgraded the quality and portions of our comalinarger and chicken products, introduced new prisduan sever.
different promotions discounting our premium proguceduced the price of our most popular hambuitger and introduced Everyday Values in both ouecanc
fountain menus with price points from $1.25 to $1.While our primary value proposition for the samer is derived from the quality and taste of pnaducts, th
current competitive and consumer spending envirariraentinues to redefine value expectations withi;n hamburger quick service restaurant segmentdacye
number of transactions are being driven by thelabiity of menu items at an even lower price pah$1 and below.
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We plan to become more competitive for consumersutih reengineering smaller menu items at lower price oiather than focus on discounting premium proc
that are our iconic "go to for" menu items. Thedo priced menu items will still be consistent withr quality brand position offering fresh, all negl, made to ord
products available only at Good Times. While wendd anticipate a $1 menu, we are testing and fdamplement lower price points for the increasjnghlue
conscious customer. We believe we have effectreenum and midier priced menu offerings, but need to strengtbenofferings for customers that want sme
portions and lower price options.

We are continuing to implement every possible gua&nhancement to our core menu in burgers, chidkies and fountain products to anchor our qudégdership i
the quick service restaurant industry. We havenliesting fresh, hand cut fries for over six mordhs are in the process of rolling them out systéde to replac
our seasoned, battered Wild Fry. We have fountdbaWild Fry, while unique, for many customemsiilis their frequency of use of Good Times. Our rfesgh
hand cut fries are unique to QSR in our market &ildbe supported by our marketing campaign of "®etck to What's Good!" We also have several otteat
products in development that will be unique to Gdawhes and we will continue to focus on innovatisithin our current menu categories as well as \s&igctive
innovation in products with broad appeal for addadety. The core of our brand position is to @omé to offer the highest quality, best tastingdaus, fries & froze
custard available in the quick service restauragtrent.

Our core strategies have not changed and we centinfocus on the following initiatives to regaiogitive sales growth:
§ Focus on our most important drivers of success:

0 Values. We strive to build and develop behaviors and exgiemts around what we value most throughout thepaomy: integrity, continued improveme
customer loyalty and respect for each other.

o People. Beginning with our Operating Partner Program, pe@pe our strongest asset. We seek to hire higlitg people throughout and provide them \
comprehensive training programs to ensure thateliget consistently superior products and service.

o Distinctive quality. We strive to offer unique, highly distinctive tastwith the highest quality ingredients availabléhia quick service restaurant category.
o Excellent systemsWVe strive to provide the best systems and prosdesevery area to free our management to focusading their people.

§ Offer high quality, unigue menu items that provédeeptional value.Our restaurants feature menu items that are uriigtiee quick service segment, and fle
profiles that are associated more with casual thesseurants than with fast food. Whenever possiiloducts support the brand umbrella of “fresgh lyuality
ingredients" such as fresh frozen custard madé tle®ughout the day in every restaurant, 100%atlral Coleman beef, fresh squeezed lemonadi&dyhibne’
cured bacon, sliced Bermuda onions and toppings asaeal guacamole, grilled pineapple and sautéeshrooms. Each menu category has signaturees
with fun, irreverent names that build Good Times\raditional personality such as Wild Fries with @Dippin Sauce, Big Daddy Bacon Cheeseburger, M
Deluxe, Burnin' Buffalo Chicken and Cappuccino Macloe, Raspberry Torte and Strawberry Cheesecaketih Custard Spoonbenders. We have r
significant changes to our entire menu to leverageheritage of quality products and to positioa @ood Times brand for a more unique and highlfedghtiate!
consumer experience. Those product and systengekanclude the following:

a. The introduction of fresh, never frozen,ratural, purebred Angus beef for all of our busgeThe beef is Certified Humanely Raised, hasnéac
antibiotics or growth hormones and is vegetariah fe

b. Increased the size of our hamburger palttyeapproximately 10% on a new split top, spongeedaiun that is 20% heavier with increased portiof
fresh produce.

c. Reduced the price for our core Deluxe Buegel Deluxe Cheeseburger for a stronger valuegsitipn.

d. Established a new fresh grilled, honey cur&cbn burger category with new flavor profiles.

e.  Reworked our chicken category with 100%abtreneat sandwiches and tenders with revised flanafiles that are unique to fast food.

f. Tested, validated and are rolling out firdsand-cut fries cut fresh daily from whole Idahsset potatoes.

g.  We will continue to raise the sales andhptional activity of our fountain category of freshueezed lemonades, fresh frozen custard trémtises an

floats.

h.  We are retraining team members in evertaugant on every position with new standards.
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. Establish a unique brand position in quick serviestaurants. We aspire to have Good Times stand for "progjdimod the way it used to be. Good Time
bringing real food back to fast food with pure, wdsmme food that tastes the way food used to tastey brand support for that will include attrilest such ¢
"Fresh", "All Natural", "Fresh Grilled", "Authentic"Homemade", and "Fresh Squeezed" with a thenfeesh ingredients and hand crafted food.

§ Continually improve our fast, friendly, personalstemer serviceWe strive to optimize and personalize the intecactbetween our employees and custor
particularly at the points of order and paymentbtild a reputation as having the friendliest seevi We manage the face to face interaction withcostomer
through extensive employee screening and hospittafitining to ensure their experience is punctudigdattentive, friendly service. During fiscal Z0@ve
introduced a new online screening and hiring sydteneduce our hourly employee turnover and hiregfiod service attitudes. Additionally, we intreed vide:
training tools for the first time that we believélvenhance consistent execution of our qualityndtrds. Speed of service through our drive thredas importar
to the consumers' need for convenience, but isyawsacondary to delivering the highest quality piidoossible. We monitor each car's service time lzavi
developed incentive programs for management andogis to maintain our quick service standards.

§ Build customer loyalty through a unique brand expece. In addition to fast friendly service and great itagptproducts, we strive to maintain clean, safe
appealing facilities with a particular emphasis well groomed landscaping, freshly painted exteriangl merchandising that highlights the unique pet
attributes and flavors of our products. We belithat everything the customer sees, smells, heatdeeels influences their overall impression arelrigputation ¢
Good Times and that Good Times' target customszeging more out of even a quick service restawrgmerience.

§ Build awareness of the Good Times Burgers & FroZestard brandWe believe that Good Times has built substantiahtirequity among our customers and
become known for our quality, service and signatastes, particularly within the hamburger categowe believe there is significant opportunity tantinue tc
build that reputation within the hamburger categbyycontinuing to build a stronger overall valu@gousition and increase awareness of our frozeraistn
fountain category. As capital becomes availablestdo build out the Colorado market, we plan toeéase our media advertising, raising our overaliramwess ar
building a highly differentiated brand personality.

§ Continually improve our employees' knowledge amfipiency of our core processedur customers' experience is driven by the abditypur management a
employees to consistently execute clearly definedgsses in every area of our business. We bel@teour employees' abilities and attitudes arectly relate:
to our ability to provide well designed servicepguction and operating processes and effectivaiti@ithat allows them to continually learn, improaec
succeed. We train, test, certify andtr@in all employees and management on all of ove operating and management processes to contirimgirove levels ¢
proficiency.

Current fiscal year initiatives

1. Consistently Grow Same Store SaledNe will continue to focus on comparable restausaiés driven by increases in guest counts anddsegein the avera
guest check. Same store sales decreased 12.4%cdah 2009 compared to fiscal 2008. We hope toemse guest counts later in fiscal 2010 throughuftim
faceted approach to continually improve the Goadéd brand experience for our customers by:

. Establishing a more relevant value propasithat is centered on the availability of loweicp choices and smaller portions.

. Implementing fresh cut fries and other mawduct introductions that are unique to Good Times

. Evolving the Good Times brand position under a mewbrella of "Back to Real Food" supported by thekating campaign's tagline of "Get Back to Wt
Good."

. Improving our execution on customer senacel the delivery of our brand experience througtraining of all of our employees on new standardd

heightened expectations.

. Continuing to reinvest in our existing facilitiestiv enhanced landscaping, patios and exterior lmgldinishes to improve the restaurants' curb appee
appearance.




Improve our Income from Operations: The quality, portioning and pricing changes to ioy& our value proposition in fiscal 2009 resultedn increase in o
cost of sales from 31.7% in fiscal 2008 to 33.7%isnal 2009. We began to see smaller increasesmmodity costs later in the year, and our geabireduc
our overall cost of sales in fiscal 2010, even vtfit introduction of lower price points for someafr menu items. We implemented a cumulative wwightec
menu price increase of 2.31% during fiscal 2009 wedexpect to take modest price increases in fi80aD. During fiscal 2009, we continued to reduoe-
service labor hours and reduced our hourly empleygever from approximately 225% to approximatebb%. We reduced our General & Administrative €
by $474,000 in fiscal 2009 and we are evaluatintheastaurant's profitability and may sell or sakk a small number of low volume restaurants duista
2010. Approximately 40% to 45% of incrementalesathanges at each restaurant flow through to lectsom Operations, depending on the level of
restaurant's sales. As a result, our restauragitatipg margins are influenced most significantlyni the leveraging or deleveraging of fixed and iseaniable
expenses along with same store sales increasex@ases.

Pursue Strategic Alternatives: As described above, the Company has hired MastM#mtures, Inc. to provide strategic advisory gmw and explore oth
strategic alternatives that will further the lotegm business prospects of the Company and praomitemental value to its shareholders. The stratadvisor
services agreement (the "Agreement") with Mastodlentures, Inc. ("Mastodon"), provides that Mastodwifi provide the Company with exclusive advis
services related to the possible restructuringeofain lease and debt agreements of the Compantharidentification of possible additional souroésapital fo
the Company. The services include but are notdidhio assistance with the preparation of inforomgtstructuring of a plan, negotiations with poigninvestor:
and lenders, preparation of any documents requmebe filed with federal and state agencies refption a restructuring plan and analyzing other stia
alternatives.

Expansion strategy and site selectiorOur longer term strategy of becoming a super regibrand in select contiguous markets depends orllity to reverse ol

same store sales trends, on the consumer sperndiirgranent and on the availability of capital, wis currently limited.

Any new development would involve our new prototypstaurant design on sites that are on or adjdodsig box or grocery store anchored shoppingersrin higl
activity and employment areas. Our site seledilomew restaurants is oriented toward slightlyni@igincome demographic areas than many of our udzations an

most of our targeted trade areas are in relatikigi growth areas of the Denver, Colorado Sprimgsreorthern Colorado markets.

We lease most of our sites. When we do purchadelavelop a site, we intend to sell the developedisto the saldeaseback market under a long term lease.
primary site objective is to secure a suitable, siti¢h the decision to buy or lease as a secondbjgctive. Our site criteria includes a mix of stamtial daily traffic
density of at least 30,000 people within a threkemadius, strong daytime population and employniese, retail and entertainment traffic generaposd visibility

and easy access.

Restaurant locations: We currently operate and franchise a total of fdtye Good Times restaurants, of which forty-sevenia Colorado, with fortytwo in the

Denver greater metropolitan area, three in Colo@yidngs, one in Grand Junction and one in Silwerté.

Denver, CO
Colorado
Greater North
Total Metro Other Idaho  Wyoming Dakota
Good Times co-owned & co- 27 24 3
developec
Good Times franchise 16 13 2 1
Dual brand c-owned 3 3
Dual brand franchised 5 2 2 1
Total 51 42 5 1 2 1
DECEMBER
2008 2009
Compan-owned restauran 21 21
Joint venture restaurar 9 9
Franchise operated restaurs 22 21
Total restaurant 52 51




In October 2008 we opened one new companmped restaurant in Firestone, Colorado. In Decen208 a Wyoming franchisee terminated their GodwheE
franchise agreement in the dual brand concept asdstopped selling Good Times products in one ilmeatAlso in December 2008 a franchisee openedva dua
brand restaurant in Sheridan, Wyoming. In Octolf#%a franchisee operating a Good Times restaumahihornton, Colorado terminated their franchiseeagner
and closed the restaurant. We anticipate that e ctose three low volume franchised restaurants.

Menu: The menu of a Good Times Burgers & Frozen Custesthurant is limited to hamburgers, cheeseburghaisken sandwiches, french fries, onion rings,H
squeezed and frozen lemonades, soft drinks anériromstard products. Each menu item is made ter @dthe time the customer places the order amdtigpre-
prepared.

The hamburger patty is prepared with specially idated and seasoned Coleman 100% natural beegdserva 4 1/4 inch bun. Coleman was acquired byeMall
Natural Beef and as of January 2009 all of our hangdrs are made from fresh, all natural, pure i#redus beef. Hamburgers and cheeseburgers aresgachivit!
fresh iceberg lettuce, fresh sliced sweet red aniomayonnaise, mustard, ketchup, pickles and fséisbd tomatoes. Other specialty hamburger toppinglude
guacamole, fresh grilled honey cured bacon, angrjgtary sauces. The chicken products includei@edp battered whole muscle breast patty and kedrieasone
breast patty, both served with mayonnaise, letamm tomatoes, and Chicken Dunkers, whole breast breaded strips. Signature chicken sandwichesidiecth
Burnin' Buffalo, Tasty Teriyaki, and Guacamole (gin. Equipment has been automated and equipp&dcaihpensating computers to deliver a consistesduar
and minimize variability in operating systems.

All natural Angus beef is raised without the usean§ hormones, antibiotics or animal byproduct$ #ra normally used in the open beef market. Wiewe that al
natural beef delivers a better tasting product dedause of the rigorous protocols and testingdtet part of the Meyer processes, also may nueirfie risk of ar
food-borne bacteria-related illnesses.

Fresh frozen custard is a premium ice cream (reguin excess of 10% butterfat content) with a piefary vanilla blend that is prepared from higklyecialize
equipment that minimizes the amount of air thaadsled to the mix and that creates smaller ice @iyyshan other frozen dairy desserts. The custastoope
similarly to hard-packed ice cream but is served slightly warmer temperature. The resulting paidsi smoother, creamier and thicker than typioét serve or hard-
packed ice cream products. Good Times servesrtizerf custard in cups and cones, specialty surata$Spoonbenders"”, a mix of custard and toppiagd, we
anticipate it will continue to become a larger getage of sales as we continue to develop custadupts and awareness.

Marketing & Advertising: Our marketing strategy focuses on: 1) driving camaple restaurant sales through attracting newomests and increasing the freque
of visits by current customers; 2) communicatingafic product news and attributes to build strgrugnts of difference from competitors; and 3) conmicating ¢
unique, strong and consistent brand.

Media is an important component of building Goodth&s' brand awareness and distinctiveness. We speratdvertising dollars on both television andioatedi:
during fiscal 2009. The Colorado market is an espee media market, so most of our advertising grf@aent is not in prime time but in early and laiede, prime
access and late news time slots. As we continaevelop more and more distinctiveness to Good Fileand and increase penetration of the Coloraalidet, we
anticipate we will continue to use media advergsio increase overall awareness.

Another important component of our marketing efds point-of-sale and on-site merchandising. \Wtate new four color product point-pfirchase displays eve
other month and support new product introductioith wxtensive merchandising. Our restaurants witind rooms have back-lit and frofitproduct displays, tab
tents and product messaging throughout. Menu Isca& kept fresh with new food photography and lyapseveral times throughout the year.

We plan to redesign and expand the use of our teetlsring fiscal 2010 and we use email marketing) social media as a tool to build customer loyalye have
marketing agreement with the Pepsi Center in Der@elorado to serve and promote Good Times' praduadthat venue.

Operations




Restaurant Management:We have developed Operating Partners in severaliofestaurants as we are able to recruit qualfettidates. We believe that this
distinct competitive advantage that provides a éidavel of service, quality control and stabil@yer time. The objective of the Operating PartnergPam is to has
each partner develop a relationship with the emgssy the customers and the community at theiruestaand develop an ownership mentality with comsoeat
rewards as sales increase over a longer periodnef tThe program allows an Operating Partner tm %% of a restaurant's improvement in cash flaweraar
established baseline. Each Good Times unit em@aysperating partner or a general manager, ohedassistant managers and approximately 15 tonj8ayees
most of whom work partime during three shifts. An eight to ten weelirtigg program is utilized to train restaurant magragon all phases of the operation. Ong
training is provided as necessary. We believeitiwntive compensation of our restaurant managegssential to the success of our business. Agglydin additior
to a salary, managerial employees may be paid asbased upon proficiency in meeting financial,teoer service and quality performance objectived to
monthly scorecard of measures.

Operational systems and processedVe believe that we have some of the best operaystems and processes in the industry. Detailedegses have be
developed for hourly, daily, weekly and monthlypessibilities that drive consistency across outesysof restaurants and performance against oudates withit
different day parts. We utilize a labor progrand&iermine optimal staffing needs of each restdurased on its actual customer flow and demand.al& emplo
several additional operational tools to continuguslonitor and improve speed of service, food wafted quality, sanitation, financial management amtploye:
development. We are moving toward automating amdputerizing as many of these systems as possitilen integrated, digital management system.

The order system at each Good Times restauramigpged with an internal timing device that disgand records the time each order takes to prepataleliver
The total transaction time for the delivery of foatcthe window is approximately 30 to 60 secondsndupeak times.

We use several sources of customer feedback taateakbach restaurant's service and quality perfeemaincluding an extensive, computerized secrepgé
program, customer comment phone line, telephoneegarand web site comments. Additionally, managemses both its own primary consumer researcprimiuc
development and to determine customer usage aitadatipatterns as well as third party market redeéinat evaluates Good Times' performance ratimysevere
different operating attributes against key competit

Training: We strive to maintain quality and consistency ioteaf our restaurants through the careful trairing supervision of all our employees at all lewaid th:
establishment of, and adherence to, high standatating to personnel performance, food and bewepagparation and maintenance of our restaurdtash manag
must complete an eight to ten week training prograencertified on several core processes and is ¢dlwsely supervised to show both comprehensioncapdbility
before they are allowed to manage autonomously. oRbur training and development is based uponrairi, test, certify, rérain" cycle around standards :
operating processes at all levels. We conduci@-aanual performance review with each manager toudsgprior performance and future performance gowls
have a defined weekly and monthly goal setting @sscaround service, employee development, finamoeiagement and store maintenance goals for
restaurant. During fiscal 2009, we implementeckwittaining tools to drive training efficienciesdaronsistency.

Recruiting and retention: We seek to hire experienced restaurant managerfOpedating Partners. We support employees by inffecompetitive wages a
benefits, including a 401(k) plan, medical insumnstock options for regional managers and incesatplans at every level that are tied to perforreaagainst ke
goals and objectives. We motivate and prepareemployees by providing them with opportunities iftereased responsibilities and advancement. We@lsvide
various other incentives, including vacations, @éwwances, monthly performance bonuses and monet¢arards for managers who develop future managersui
restaurants. In fiscal 2009, we implemented dmerscreening and hiring tool that has proverettuce hourly employee turnover.

Franchising: Good Times has prepared prototype area rights ramttiise agreements, a Uniform Franchise DiscloBoaiment ("UFDD") and advertising mate
to be utilized in soliciting prospective franchiseé/Ne seek to attract franchisees that are expmikrestaurant operators, well capitalized ane fteamonstrated t
ability to develop one to five restaurants. Weieansites selected for franchises and monitor perémce of franchise units. We are not currentljcgimg new
franchisees and will not do so until capital becemmre available and we have regained positive sdome sales momentum.

We estimate that it will cost a franchisee on agerapproximately $750,000 to $1,100,000 to opesstaurant with dining room seating, including ppening cos'
and working capital, assuming the land is leas&dranchisee typically will pay a royalty of 4% okt sales, an advertising materials fee of at [&8t of net sale
plus participation in regional advertising up toadditional 4% of net sales, or a higher amount@agd by the advertising cooperative, and initiavelopment ar
franchise fees totaling $25,000 per restaurant.oégnthe services and materials which we providieaochisees are site selection assistance, plahsatification
for construction of the Good Times Burgers and EroZustard restaurants, an operating manual whidbdes product specifications and quality conpraicedure:
training, on-site opening supervision and advioenftime to time relating to operation of the fraisel restaurants.
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After a franchise agreement is signed, we activadyk with and monitor our franchisees to ensureceasful franchise operations as well as compliavite Gooc
Times systems and procedures. During the developptease, we assist in the selection of sites hadlevelopment of prototype and building plans|uiding al
required changes by local municipalities and deyets. We provide an opening team of trainers gisasn the opening of the restaurant and trainifighe
employees. We advise the franchisee on menu, neamag training, marketing, and employee developmé@nmt an ongoing basis we conduct standards revaéal
franchise restaurants in key areas including produality, service standards, restaurant cleardia@sl sanitation, food safety and people developmen

We have entered into thirteen franchise agreemientee greater Denver metropolitan area. Thirté@nchise restaurants and nine joieiture restaurants i
operating in the Denver metropolitan area mediaketarGood Times franchise restaurants also opéna€olorado Springs and Grand Junction, Coloradd ia
Boise, Idaho. Dual branded franchised restaurgmesate in Gillette and Sheridan, Wyoming, Ft. Bsliand Windsor, Colorado, and Bismarck, North Dako

Management Information Systems:Financial and management control is maintainedutlinothe use of automated data processing and tieattaaccounting ar
management information systems that we providelesSdabor and cash data is collected daily viestaurant back office system which gathers daten ftioe
restaurant point-ofale system. Management receives daily, weeklynamathly reports identifying food, labor and opergtexpenses and other significant indice
of restaurant performance. We believe that theperting systems are sophisticated and enhancabdity to control and manage operations.

Food Preparation, Quality Control & Purchasing: We believe that we have some of the highest foaityustandards in the quick service restaurantstigy. Ou
systems are designed to protect our food supplyutitrout the preparation process. We inspect spegifalified manufacturers and work together witiost
manufacturers to provide specifications and qualdgtrols. Our operations management teams arettan a comprehensive safety and sanitation eoprsvided b
the National Restaurant Association. Minimum coemperature requirements and line checks througtheutlay ensure the safety and quality of both dénsr@n
other items we use in our restaurants.

We currently purchase 100% of our restaurant fouti@aper supplies from Yancey's Food Service. Wed believe that the current reliance on thig seindor wil
have any longerm material adverse effect since we believe thate are a sufficient number of other suppliemnfrwhich food and paper supplies coulc
purchased. We do not anticipate any difficultyamtinuing to obtain an adequate quantity of fond paper supplies of acceptable quality and atpabee prices.

Employees: At December 15, 2009, we had approximately 459 eyges of which 383 are part time hourly employeaes 26 are salaried employees working
time. We consider our employee relations to bedgddone of our employees are covered by a collediargaining agreement.

Competition: The restaurant industry, including the fast foognsent, is highly competitive. Good Times competés a large number of other hamburgerentec
fast food restaurants in the areas in which it afger. Many of these restaurants are owned andtepely regional and national restaurant chainsynsédwhich hav
greater financial resources and experience thamaveRestaurant companies that currently competie Good Times in the Denver market include McDolx
Burger King, Wendy's, Carl's Jr., Sonic and JacthanBox. Double drive-through restaurant chaimshsas Rally's Hamburgers and Checker's DhivBestaurant
which currently operate a total of over 800 doutilize-through restaurants in various markets in the Wdn8éates, are not currently operating in Colora@Galver's
and Freddy's are the only significant competitdfering frozen custard as a primary menu item ofiegan the Denver and Colorado Springs marketstaott have
significant presence in the targeted Midwesternketarfor expansion. Additional "fast casual" hangew restaurants are being developed in the Codomaatket, suc
as Smashburger and Five Guys, however, they dbawa drivethrough service and generate an average per pehsmk that is approximately 50% higher than C
Times.

Our management believes that we may have a coiwpetitivantage in terms of quality of product coneplato traditional fast food hamburger chains. ¥
development of our double drive-through concepEatorado has given us an advantage over other dalrblethrough chains that may seek to expand into Cotx
because of our brand awareness and present redtdncations. Nevertheless, we may be at a cotiyetilisadvantage to other restaurant chains wigatgr nam
recognition and marketing capability. Furthermomsst of our competitors in the fafsiad business operate more restaurants, have Is¢alished longer, and he
greater financial resources and name recognitian the do. There is also active competition for aggament personnel, as well as for attractive coroialereal estai
sites suitable for restaurants.

Trademarks : Good Times has registered its mark "Good TimasléDThru Burgers"(SM) with the State of Coloradé/e have also registered our mark "Good Ti
Burgers & Frozen Custard" federally and with that&tof Colorado. Good Times received approvatofdaderal registration of "Good Times" in 2008. alddition wi
own trademarks or service marks that have beestezgi, or for which applications are pending, wlith United States Patent and Trademark Officaudinb but nc
limited to: "Mighty Deluxe", "Wild Fries", "Spoonlmeler”, "Chicken Dunkers", "Big Daddy Bacon Cheesgbd', and "Wild Dippin' Sauce". Our trademarks ies
between 2010 and 2015.




Government Regulation:Each Good Times restaurant is subject to the régokof various health, sanitation, safety and &igencies in the jurisdiction in which
restaurant is located. Difficulties or failuresdbtaining the required licenses or approvals codeldy or prevent the opening of a new Good Tinestaurant. Fede
and state environmental regulations have not hadtarial effect on our operations. More stringerd garied requirements of local governmental bodigk respec
to zoning, land use and environmental factors cdeldy or prevent development of new restaurangaiticular locations. We are subject to the Eaior Standarc
Act, which governs such matters as minimum wagesitone, and other working conditions. In additiere are subject to the Americans With Disabilithed, whicl
requires restaurants and other facilities opehégoublic to provide for access and use of faesithy the handicapped. Management believes thataviem complianc
with the Americans With Disabilities Act.

We are also subject to federal and state laws a¢igglfranchise operations, which vary from regitm and disclosure requirements in the offer seld of franchise
to the application of statutory standards regugafianchise relationships.

Available Information: Our Internet website address is www.goodtimesbstgem. We make available free of charge throughveebsite's investor relatio
information section our annual reports on Form 1QiHarterly reports on Form 10-Q, current reportd=orm 8K, and any amendments to those reports filed wi
furnished to the SEC under applicable securitigsslas soon as reasonably practical after we eldcatly file such material with, or furnish it tthe SEC. Ot
website information is not part of or incorporatgdreference into this Annual Report on Form 10-K.

Special Note About Forward-Looking StatementsFrom time to time the Company makes oral and writatements that reflect the Company's currené@=agion
regarding future results of operations, economidgpmance, financial condition and achievementgshaef Company. We try, whenever possible, to idgrtties
forward4{ooking statements by using words such as "antiejpdassume," "believe," "estimate," "expect,"téind," "plan," "project," "may," "will," "would," ad
similar expressions Certain forward-looking stagemts are included in this Form XQ-principally in the sections captioned "Desciipti of Business," ar
"Management's Discussion and Analysis of FinanCmhdition and Results of Operations." Forward-logkstatements are related to, among other things:

§ business objectives and strategic plans;

§ operating strategies;

§ our ability to open and operate additional netstats profitably and the timing of such openings;
§ restaurant and franchise acquisitions;

§ anticipated price increases;

§ expected future revenues and earnings, compaaalol non-comparable restaurant sales, resultgeshtions, and future restaurant growth (both compmavnec
and franchised);

§ estimated costs of opening and operating netauemnts, including general and administrative ketng, franchise development and restaurant ojpgraosts;
§ anticipated selling, general and administra¢iwpenses and restaurant operating costs, includimgnodity prices, labor and energy costs;
§ future capital expenditures;

§ our expectation that we will have adequate ¢ash operations and credit facility borrowings teet all future debt service, capital expenditure &orking
capital requirements in fiscal year 2010;

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

§ success of advertising and marketing activities;

§ the absence of any material adverse impachgriit of any current litigation in which we areaived;

§ impact of the adoption of new accounting stadsl@nd our financial and accounting systems anlysisgrograms;
§ expectations regarding competition and our cditipe advantages;

§ impact of our trademarks, service marks, andrgbhoprietary rights; and

§ effectiveness of our internal control over fioeh reporting.

Although we believe that the expectations refledredur forwardlooking statements are based on reasonable assum®psuch expectations may prove tc
materially incorrect due to known and unknown rigksl uncertainties.

In some cases, information regarding certain ingydrfactors that could cause actual results tedifiaterially from any forwartboking statements appears toge
with such statement. In addition, the factors dbsd under Critical Accounting Policies and Estiesain Part Il, Item 7, and Risk Factors in Paldm 1A, as well ¢
other possible factors not listed, could causeaaesults to differ materially from those exprebse forwardiooking statements, including, without limitatiotie
following: concentration of restaurants in certeiarkets and lack of market awareness in new markktsges in disposable income; consumer spenténgls an
habits; increased competition in the quick serviestaurant market; costs and availability of food &everage inventory; our ability to attract gfiedl manager
employees, and franchisees; changes in the aMaifabf capital or credit facility borrowings; castand other effects of legal claims by employeesndhisee:
customers, vendors, stockholders and others, imgugkttlement of those claims; effectiveness ofiagement strategies and decisions; weather conslitind relate
events in regions where our restaurants are omkratel changes in accounting standards policiespaactices or related interpretations by auditarsegulaton
entities.




All forward-looking statements speak only as of ttade made. All subsequent written and oral fodAlaoking statements attributable to us, or persating on ou
behalf, are expressly qualified in their entirety the cautionary statements. Except as requirethly we undertake no obligation to update any foddooking
statement to reflect events or circumstances #feedate on which it is made or to reflect the omce of anticipated or unanticipated events mueonstances.

Item 1A. Risk Factors.

You should consider carefully the following riskcfars before making an investment decision witlpees to Good Times Restaurants' securities. Yolcantione
that the risk factors discussed below are not esthza

Going Concern. As shown in the accompanying financial statememéshave incurred operating losses in the curredtmior fiscal years and, due to loan cove
defaults, the entire balance of an $846,000 noyalge to Wells Fargo Bank N.A. is included in cutréabilities. If Wells Fargo were to accelerg@yment of th
note payable and if we are not successful in rgiaiiditional operating capital, we would not havwe &bility to satisfy our liabilities in the normedurse of busines
It is our current objective to raise operating tapihrough debt and equity offerings, however ¢hean be no assurance that we will be successfidigng th
required additional capital. As a result of theefyoing circumstances, our auditors have expresstir report on our consolidated financial sta¢ats that there
doubt about our ability to continue as a going @nc

We have accumulated losses. We have incurred losses in every fiscal year sinception except 1999, 2002, 2006 and 2007. ASeytember 30, 2009 we hac
accumulated deficit of $13,805,000. We cannot i@sgou that we will not have a loss for the currBstal year ending September 30, 2010. As of &aper 3(
2009, we had a working capital deficit of $1,20@00

We must sustain same store salesincreases. \We must sustain same store sales increasesstingxiestaurants to sustain profitability and wpegienced declines
our same store sales in fiscal 2008 and fiscal 2(&#les increases will depend in part on the ssco€our advertising and promotion of new andtedsmenu item
and consumer acceptance. We cannot assure thatheentising and promotional efforts will in faat Buccessful.

New restaurants, when and if opened, may not be profitable, if at all, for several months. We anticipate that our new restaurants, whenifamplened, will generall
take several months to reach normalized opera¢éingls due to inefficiencies typically associatethwiew restaurants, including lack of market awassnthe need
hire and train a sufficient number of employeesrafing costs, which are often materially greatanird) the first several months of operation thaeréafter, pre-
opening costs and other factors. In addition,awgsints opened in new markets may open at lowaageeveekly sales volumes than restaurants openexgisting
markets, and may have higher restauteané! operating expense ratios than in existingkeizr Sales at restaurants opened in new markastake longer to rea
average annual company-owned restaurant salgsalif thereby affecting the profitability of thesestaurants.

Our operations are susceptible to the cost of and changesin food availability which could adversely affect our operating results. Our profitability depends in part
our ability to anticipate and react to changesdodf costs. Various factors beyond our controljuding adverse weather conditions, governmentallegipn
production, availability, recalls of food produetsd seasonality may affect our food costs or caudisruption in our supply chain. We enter intowed contracts wi
our beef and chicken suppliers. Our contractslfiicken are fixed price contracts. Our contractdbkef are generally based on current market ppoes a processi
fee. Changes in the price or availability of clenkor beef could materially adversely affect owfipability. We cannot predict whether we will lbéle to anticipa
and react to changing food costs by adjusting ouchmsing practices and menu prices, and a fatituo® so could adversely affect our operating tesuin additior
because we provide a "value-priced" product, we natybe able to pass along price increases to wests.

The macroeconomic recession could affect our operating results. The current state of the economy and decreaseslioter spending has adversely affected our
over the last eighteen months and may continueatse& material negative sales trends. A continhéftl ia consumer purchases toward $1 value menusui
competitive segment, and a proliferation of heaiggalinting by our major competitors may also carito negatively affect our sales and operatinglies

Price increases may impact guest visits. We may make price increases on selected ments iterorder to offset increased operating expensedbealieve will b
recurring. Although we have not experienced sigaift consumer resistance to our past price inesgase cannot provide assurance that this or dthere price
increases will not deter guests from visiting cestaurants 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 nat
and regional fasteod hamburger restaurant chains such as McDond@diger King, Wendy's, Carl's Jr., Sonic, Jackhia Box and Culver's. We also compete
small regional and local hamburger and other fastifrestaurants, many of which feature dtiweugh service. Most of our competitors have gmeéinancia
resources, marketing programs and name recognithdhof the major hamburger chains have increasirgffered selected food items and combination ez
discounted prices and have recently intensified {n@motions of value priced meals. Continuectdisiting by competitors may adversely affect theeneies an
profitability of our restaurants.

Sites may be difficult to acquire. Location of our restaurants in high-traffic anddiyaaccessible areas is an important factor farsuccess. Drivéhrough restaurar
require sites with specific characteristics and@¢h&re a limited number of suitable sites availableur geographic markets. Since suitable locatiare in gre.
demand, and in the future we may not be able taioliptimal sites at a reasonable cost. In additiee cannot assure you that the sites we do obtdirbe
successful.

We will require additional financing . In order to fully develop the Denver and Coloragwisgs/Pueblo markets and to expand into marketsidei of Colorado, w
will require additional financing. We cannot asswyou that we will be able to access sufficientitehgo adequately finance our operations and danmec
developments or that additional financing will bea@able on reasonable terms. The current econoatiession and status of the capital markets magraely affec
our ability to acquire additional debt or equitgdhcing for working capital, new restaurant deveiept, or refinancing of existing funding agreements

If our franchisees cannot develop or finance new restaurants, build them on suitable sites or open them on schedule, our growth and success may be impeded.
Under our current form of area development agreénseme franchisees must develop a predeterminedbauof restaurants according to a schedule tsé far the
term of their development agreement. Franchisemsnot have access to the financial or managenesources that they need to open the restauraniseddy thei
development schedules, or may be unable to fin@lIslei sites on which to develop them. Franchiseag not be able to negotiate acceptable leaserchase terrr
for the sites, obtain the necessary permits aneémawent approvals or meet construction schedtesm time to time in the past, we have agreed terekor modif
development schedules and we may do so in theefutéiny of these problems could slow our growth egdlice our franchise revenues.

Additionally, our franchisees depend upon finandirggn banks and other financial institutions in erdo construct and open new restaurants. Diffjcinl obtaining
adequate financing would adversely affect the nurabd rate of new restaurant openings by our fraeels and adversely affect our future franchisenaes.

Our franchisees could take actions that could harm our business. Franchisees are independent contractors andaireun employees. We provide training
support to franchisees; however, franchisees opehaiir restaurants as independent businessesseQaently, the quality of franchised restaurantragiens may b
diminished by any number of factors beyond our @ntMoreover, franchisees may not successfullgrafe restaurants in a manner consistent withtandards ar
requirements, or may not hire and train qualifieghagers and other restaurant personnel. Our ieradjeeputation, and the image and reputation adrdtlanchisee
may suffer materially and system-wide sales coigdificantly decline if our franchisees do not ogier successfully.

We depend on key management employees . We believe our current operations and future succkepend largely on the continued services of oanagemel
employees, in particular Boyd E. Hoback, our prestdand chief executive officer, and Scott LeFewer,vice president of operations. Although weénantered int
an employment agreement with Mr. Hoback, he maymalrily terminate his employment with us at amgeti In addition, we do not maintain kpgfson insurance
Messrs. Hoback's or LeFever's life. The loss o8& Hoback's or LeFever's services, or othenka@yagement personnel, could have a material adeéiese on ou
financial condition and results of operations.

Labor shortages could slow our growth or harm our business. Our success depends in part upon our ability t@etit motivate and retain a sufficient numbe
qualified, highenergy employees. Qualified individuals needediltdhese positions are in short supply in someaat The inability to recruit and retain tk
individuals may delay the planned openings of nestaurants or result in high employee turnovexistig restaurants, which could harm our businessditionally.
competition for qualified employees could require to pay higher wages to attract sufficient empésyevhich could result in higher labor costs. Moktoui
employees are paid on an hourly basis. The empogee paid in accordance with applicable minimuagewregulations. Accordingly, any increase inrtieimunm
wage, whether state or federal, could have a natdiverse impact on our business.

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 anti-takeover laws for Nevadaaxations. These antikeover laws prevent a Nevada corporation fromagimgy in
business combination with any stockholder, inclgdail affiliates and associates of the stockholdérp owns 10% or more of the corporation's outstandoting
stock, for three years following the date thatsteckholder acquired 10% or more of the corpor&iwsnting stock, unless specified conditions aré. me

Our articles of incorporation and our bylaws comtai number of provisions that may deter or impeledvers or changes of control or management. €
provisions:

§ authorize our Board of Directors to establise onmore series of preferred stock, the termshi€lvcan be determined by the Board of Directothatime o
issuance;
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§ do not allow for cumulative voting in the elexctiof directors unless required by applicable ldynder cumulative voting, a minority stockholdedding &
sufficient percentage of a class of shares maybleeta ensure the election of one or more diregtors

§ state that special meetings of our stockholdesg be called only by the chairman of the board,ghesident or any two directors, and must be ddile the
president upon the written request of the holdétsmpercent of the outstanding shares of capitalk entitled to vote at such special meeting; and

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

These provisions, alone or in combination with eaitter, may discourage transactions involving datu@otential changes of control, including tractsans that
otherwise could involve payment of a premium ov@vpiling market prices to stockholders for th&nmmmon 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 a significant effeciur reported results and may affect our repgrihtransactions completed before the changdéstfe. As an
example, in 2006, we adopted the change that regjuis to record compensation expense in the stateheperations for employee stock options ushegfir value
method. See Note 1 to our Consolidated Finandaksents for further discussion. New pronouncemend varying interpretations of pronouncement&ha
occurred and may occur in the future. Changesigiieg rules or differing interpretations with pest to our current practices may adversely affectreported
financial results.

Our NASDAQ Listing I s Important. Our common stock is currently listed for tradingtbe NASDAQ Capital Market. The NASDAQ maintenamakes require,
among other things, that our common stock priceairmabove $1.00 per share and that we have minineirfangible assets in excess of $2 million. Véeew
required to obtain shareholder approval in 199&fogverse stock split to maintain a sufficient giegire price to preserve our NASDAQ listing.

We are subject to extensive government regulation that may adversely hinder or impact our ability to govern various aspects of our business including our ability to
expand and develop our restaurants. The restaurant industry is subject to variougfal] state and local government regulations, tfioly those relating to the sale
food. While in the past we have been able to ataad maintain the necessary governmental licepsesjits and approvals, our failure to maintairsthkcenses,
permits and approvals, including food licenses]daualversely affect our operating results. Difft@s or failures in obtaining the required licems®d approvals
could delay or result in our decision to canceldpening of new restaurants. Local authorities swspend or deny renewal of our food licensesely tthetermine that
our conduct does not meet applicable standardgioerie are changes in regulations.

Various federal and state labor laws govern owtiehship with our employees and affect operatiogf& These laws govern minimum wage requirementd) as
those to be imposed by recently enacted legislatid®@olorado, overtime pay, meal and rest breakemployment tax rates, workers' compensation ratgsenship o
residency requirements, child labor regulations saids taxes. Additional governmeémiposed increases in minimum wages, overtime paigl, leaves of absence a
mandated health benefits may increase our operatists.

The federal Americans with Disabilities Act prohighdiscrimination on the basis of disability in fialaccommodations and employment. Although ostaerants are
designed to be accessible to the disabled, we dmuléquired to make modifications to our restaisrémprovide service to, or make reasonable acaustations for,
disabled persons.

We are also subject to federal and state laws égatlate the offer and sale of franchises and aspécthe licensor-licensee relationship. Manyesfeanchise laws
impose restrictions on the franchise agreemeniydireg limitations on non-competition provisionsdahe termination or non-renewal of a franchisems states
require that franchise materials be registeredredfanchises can be offered or sold in the state.

Compliance with changing regulation of corporate governance and public disclosure may result in additional expenses. Keeping abreast of, and in compliance v
changing laws, regulations and standards relatirmptporate governance and public disclosure, diotythe Sarbanes-Oxley Act of 2002, new SEC regula and
The NASDAQ Market rules, has required an increasadunt of management attention and expense. Waimecommitted to maintaining high standards opooate
governance and public disclosure. As a resultintend to invest all reasonably necessary resodccesmply with evolving standards, and this inwesat has
resulted in and will continue to result in incredigeneral and administrative expenses and a dorecdimanagement time and attention from revenueigging
activities to compliance activities. Accordinglye are continuing to explore alternatives to redireecost burdens of being a publicly held entity.
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Risks related to internal controls. Public companies in the United States are reduo@eview their internal controls as set forthhie Sarbane®xley Act of 2002. |
should be noted that any system of controls, howeredl designed and operated, can provide onlyaeaisle, and not absolute, assurance that the olgedaf the
system are met. In addition, the design of anytrobsystem is based in part upon certain assumgtidout the likelihood of future events. Becanfshese and othe
inherent limitations of control systems, there bamo assurance that any design will succeed i@l its stated goals under all potential futcoaditions,
regardless of how remote. If the internal contmlsin place by us are not adequate or in configrmith the requirements of the Sarbanes-Oxley &@002, and the
rules and regulations promulgated by the SecuriiiesExchange Commission, we may be forced toteeeta financial statements and take other actidrish will
take significant financial and managerial resouresswvell as be subject to fines and other govenmieforcement 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 prefeienoald be affected by health concerns about tienanfluenza, also known as bird flu, or the
consumption of beef, the key ingredient in mangwf menu items, or negative publicity concerningdquality, illness and injury generally, such agative
publicity concerning E. coli, "mad cow" or "foot-dsmouth" disease, publication of government or stdufindings concerning food products served hyonsther
health concerns or operating issues stemming froenrestaurant or a limited number of restauramtss negative publicity may adversely affect deméorcbur food
and could result in a decrease in guest traffisuorestaurants. If we react to the negative pitplby changing our concept or our menu we mag lpsests who do
not prefer the new concept or menu, and may netlesto attract a sufficient new guest base toyecedhe revenue needed to make our restauranisptef In
addition, we may have different or additional cotitpes for our intended guests as a result of a&ephchange and may not be able to compete suatigssiainst
those competitors. A decrease in guest traffiouiorestaurants as a result of these health cosoemegative publicity or as a result of a chaingaur menu or
concept could materially harm our business.

ltem 1B. Unresolved Staff Comments.

Not applicable

Item 2. Properties.

We currently lease approximately 3,700 squaredéspace for our executive offices in Golden, Cattw for approximately $55,000 per year under eeleaseeme
which expired in September 2009. We are currerghsing the space on a month to month basis. Thee spaleased from The Bailey Company, a signifi
stockholder in the Company, at their corporate haaders

As of December 15, 2009, Good Times has an owneisteérest in thirty Good Times units, all of whiahe located in Colorado. Nine of these restasrarg held i
joint venture limited partnerships of which GoodnEs is the general partner. Good Times has a &8st in seven of the partnership restaurant8% interest i
one restaurant and a 51% interest in another nestauThere are twenty one Good Times units thatdnolly owned by Good Times.

Most of our existing Good Times restaurants areratination of freestanding structures containing approximately 88(ase| feet for the double drive thru format
approximately 2400 square feet for our prototypidding with a 70 seat dining room. In addition, Wave several restaurants that are conversionsdtbar concep
in various sizes ranging from 1700 square fee@03square feet. The buildings are situated andbapproximately 18,000 to 50,000 square feeadrtain restauran
serve as collateral for the underlying debt finagcarrangements as discussed in the Notes to Gdatea Financial Statements included in this repdYe intend t
acquire new sites both through ground leases amchpse agreements supported by mortgage and ldds@mencing arrangements and through debssebac
agreements.

All of the restaurants are regularly maintaineddwy repair and maintenance staff as well as byigeitsontractors, when necessary. We believe thaif aur
properties are in good condition and that ther¢ lvéla need for periodic capital expenditures tintaén the operational and aesthetic integrity off properties for tr
foreseeable future, including recurring maintenaauoe periodic capital improvements. All of our pecties are covered up to replacement cost undeproperty an
casualty insurance policies and in the opinion ahagement are adequately covered by insurance.

Item 3. Legal Proceedings.

We are not involved in any material legal procegdinWe are subject, from time to time, to varitawgsuits in the normal course of business. Thaasuits 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 securitglexd during the fourth quarter of the fiscal yaaderl September 30, 20(
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PART II
Item 5. Market for Registrant's Common Eaity, Related Stockholder Matters and Issuer Purchaes of Equity Securities.

Shares of Good Times Restaurants Inc. common starkisted for trading on the NASDAQ Capital Markeider the symbol "GTIM." The following table pesd:
the quarterly high and low bid prices for Good TéRestaurants common stock as reported by the NAFDBApital Market for each quarter within the lag fisca
years. The quotations reflect interdealer prieaghout retail mark-ups, markdowns or commissiond eay not represent actual transactions.

2008 2009
High Low Quarter Ended High Low







Quarter Ended

December 31, 20C $6.25
March 31, 200¢ $6.25
June 30, 200 $5.50
September 30, 20( $3.50

$5.10
$4.99
$2.08
$1.23

December 31, 200
March 31, 200¢
June 30, 200
September 30, 20(

$2.95
$1.57
$2.50
$1.65

$0.76
$0.75
$1.00
$1.08

As of December 15, 2009 there were approximately R&@ders of record of Common Stock. However, ngangent estimates that there are not fewer tharD

beneficial owners of our Common Stock.

Dividend Policy: We have never paid dividends on our common stockdannot anticipate paying dividends in the forabde future. In addition, we have obtai
financing under loan agreements that restrict thgnent of dividends. Our ability to pay future idiends will necessarily depend on our earnings farahcia
condition. However, since restaurant developmeptpital intensive, we currently intend to retamy earnings for that purpose.

Disclosure with Respect to the Company's Equity Copensation Plans:We maintain the 2008 Omnibus Equity Incentive Congagion Plan, pursuant to which
may grant equity awards to eligible persons, and hautstanding stock options granted under our 2B6&d Times Restaurants Stock Option Plan, 1992nitie
Stock Option Plan and 1992 N@tatutory Stock Option Plan. For additional infation, see Note 12, Stockholders' Equity, in théedo the Consolidated Finan
Statements included in this report. The followiaglé gives information about equity awards undemdans as of September 30, 2009.

Equity Compensation Plan Information

(@)

(b)

(©)



Plan category

Number of securities
to be issued upon
exercise of
outstanding options,
warrants & rights

Weighted-average
exercise price of
outstanding options,
warrants & rights

Number of securities
remaining available for
future issuance under
equity compensation plans
(excluding securities
reflected in column (a))

Equity compensation
plans approved by
security holder:

379,231

$3.55

172,841

Total

379,231

$3.55

172,841

14




Iltem 6. Selected Financial Data.

The selected financial data on the following pagesderived from our historical financial statensesnd is qualified in its entirety by such finahatatements whic

are included in Item 8 hereof.

The following presents certain historical finandislormation of the Company. This financial infaation includes the combined operations of the Comnd it:

subsidiary for the fiscal years ended Septembe2305 to 2009.

September
Operating Data: 2009 2008 2007 2006 2005
Restaurant sales $ 23,213,000 $ $ $ $
25,244,00(] 24,215,00C| 20,329,00(| 16,510,00(
Franchise fees and royalti 536,00C 638,000 740,000 606,000 451,00C
Total Net Revenut 23,749,00(] 25,882,00(] 24,955,000 | 20,935,00() 16,961,00(
Restaurant Operating Cos
Food and packaging co: 7,816,00C) 8,002,00C] 7,589,00C 6,338,00(C 5,434,00C
Payroll and other employee 8,138,000f 8,780,000, 8,063,000 6,584,00( 5,278,000
benefit cost:
Occupancy and oth 4,877,00C| 4,881,00C| 4,393,00( 3,797,00C 2,966,00(
operating cost
New store pre-opening 15,000 38,000 118,000 182,000 127,000
costs
Depreciation and 1,262,000, 1,283,000, 1,223,000 997,000 795,000
amortizatior
Total restaurant 22,108,000 22,984,000 21,386,000 17,898,000 14,600,000
operating cost
Selling, General & 2,860,0000 3,567,000 3,226,000 2,752,00( 2,548,000
Administrative Expense
Franchise Cos 161,000 312,00C 161,000 166,000 98,000
Gain on disposal of (28,000) (35,000) (17,000) (57,000) (22,000)
restaurants and equipme
Income (Loss) from $ ($ | $ 200,000 $ 176,000 ($
Operations 1,352,000 946,000) 265,000)
Other Income and (expenst
Minority income (expense), 54,000 (113,000)] (211,000) (246,000) (201,000)
net
Unrealized loss on intere (87,000) - - - -
rate swaj
Interest income (expense), (261,000) (13,000) 40,000 87,000 48,000
net
Total other expens (294,000) (126,000)] (171,000 (159,000) (153,000)
Net Income (Loss) before [ ($| $ 29,000 $ 17,000( ($ 418,000)
Income Taxe! 1,646,000 1,072,000
Less imputed preferr: - - - - 533,00C
stock dividenc
Income tax expen - 4,000 - - -
Net Income (Loss) available (63 ($| $ 29,000 $ 17,000 ($ 951,000
to Common Shareholde 1,646,000 1,076,000
Basic and Diluted Earnings | ($ 42) ($ 28) $ .01 $ .01 % 40)
(Loss) Per Shar
Balance Sheet Data
Working Capital (Deficit) ($1,200,000) ($| $ 532,000f $1,547,000 $2,722,000
2,082,000
Total asset 10,254,00(] 11,920,00(] 11,544,00(| 10,693,00( 9,431,00C
Minority Interest 428,00C 584,00C 751,000 795,00C 620,00C
Long-term debt 2,478,00C 846,00C 970,000 1,293,00( 522,000
Stockholders' equity $ 3,950,000% 5,409,000 $ $ 6,082,000 $ 5,999,000
6,333,00(
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Iltem 7.  Management's Discussion and Analysig$ Binancial Condition and Results of Operations.
Results of Operations

Net Revenues:Net revenues for fiscal 2009 decreased $2,133,8(%4) to $23,749,000 from $25,882,000 for fiscaD20 Same store restaurant sales decr:
$2,587,000 or (12.4%), during fiscal 2009. Restatsrare included in same store sales after theg haen open a full fifteen months and only GoodéRmestauran
are included while dual branded restaurants artuded. Restaurant sales decreased $292,000 dureetaon-traditional companywned restaurant not includec
same store sales and increased $848,000 due to sewe acquired or dual branded compamyred restaurants that were opened or acquireddalf2008 and 200
Net revenues decreased $102,000 in fiscal 2009adae increase in franchise fees of $13,000 offget decrease in franchise royalties of $115,

Our same store restaurant sales decline of 12.4%ct® the adverse impact the macroeconomic enwiggt is having on consumers' discretionary spendimd) thi
proliferation of heavy promotion of $1 value merausl discounting by competitors. We had shown sadore sales growth in sixteen consecutive quargadihg int
the third quarter of fiscal 2008. Our outlook facal 2010 remains cautious as the economic pressuay continue to impact consumer spending andniieipat
that we will continue to face increased competitrecing pressure. While we are implementing salvbroad product and brand initiatives during fis2810 tc
improve our core value proposition, our sales n@ytioue to be adversely affected during the econaoaiession.

Average restaurant sales for company-owned argegeloped restaurants (including double drive thstaurants and restaurants with dining rooms keltiding dua
brand restaurants) for fiscal 2008 and 2009 wefelksvs:

Fiscal 2009 Fiscal 2008
Company operate $773,00C $916,00C

For factors which may affect future results of @tems, please refer to the section entitled "GurFéscal Year Initiatives" in Item 1 on pages 3 of this report and
related discussion of planned product and systeangés discussed in the section entitled "ConcepBaisiness Strategy" in Item 1 on pages 2 - 4 isfréport.

Restaurant Operating Costs:Restaurant operating costs as a percent of restasakes were 95.2% for fiscal 2009 compared t@%lin fiscal 2008.

The changes in restaurant-level costs are explasaddllows:

Restaurar-level costs for the period ended September 30, 91.1%
Increase in food and packaging cc 2.0%
Increase in payroll and other employee benefit ¢ .3%
Increase in occupancy and other operating ¢ 1.6%
Decrease in p-open cost: (.1%)
Increase in depreciation and amortization ¢ .30%
Restaurar-level costs for the period ended September 30, 95.2%

Food and Packaging CostsFood and packaging costs for fiscal 2009 decre&486,000 from $8,002,000 (31.7% of restaurant yatefiscal 2008 to $7,816,0
(33.7% of restaurant sales). We experienced ungested increases in commodity costs including besfery, soft drinks, dairy and packaging costfiscal 200¢
with the majority of those increases occurring imyMhrough July 2008. In fiscal 2009 we saw a mati@n in food and packaging cost increases.

In fiscal 2008 and 2009 our weighted food and pgtig costs increased approximately 12% and 2% .emsely. The cumulative weighted menu price iase
taken during fiscal 2008 and fiscal 2009 were apipnately 3.8% and 2.3%, respectively. We anti@plrited price increases in fiscal 2010 with congd cos
pressure on several core commodities.

Payroll and Other Employee Benefit Costs For fiscal 2009 payroll and other employee bermfsts decreased $642,000 from $8,780,000 (34fa¥%staurant sale
in fiscal 2008 to $8,138,000 (35.1% of restaurahts).

The decrease in payroll and other employee beoesis for fiscal 2009 is partially due to a deceeimsrestaurant sales. Payroll and benefit coggsamivariable an
therefore increase or decrease as sales fluctédtbtionally we have reduced our labor hours' akimn through increased efficiencies and improved sales p¢
employee hour efficiencies on service hours, themminating approximately $300,000 of annual mdlycosts. The new restaurant which opened in Gat@00¢
operated at a higher labor cost as a percent e$ shie to higher initial labor costs until it reedhmature staffing levels. The three dual brarrdsthurants also hav
higher labor cost as a percent of sales than Gaoéd single brand restaurants.
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Occupancy and Other Costs¥or fiscal 2009, occupancy and other costs decte$4@®00 from $4,881,000 (19.3% of restaurant yahefiscal 2008 to $4,877,0
(21% of restaurant sales). The $4,000 decreasecimpancy and other costs are primarily attribetabi

§ Increases in building rent of $68,000 due tamadirent escalations and the restaurants acquirisicial 2008.

§ Increases in property taxes of $58,000 relaiadluation increases at existing restaurants lamehéw and acquired restaurants.
§ Decrease in our accretion for deferred rent3af,$00.

§ Decreases in restaurant repairs of $61,000 pilintue to contract maintenance services.

§ Decreases in utility costs of $19,000 relatedtiiity rate decreases.

Occupancy costs may increase as a percent of &alesw company-owned restaurants are developetb digher rent associated with séaseback operating leas
as well as increased property taxes on those tsati

New Store Pre-opening Costd-or fiscal 2009, new store pre-opening costs deex&23,000 from $38,000 in fiscal 2008 to $15,00@w store prepening costs
fiscal 2008 and 2009 are related to one new compamed restaurant that opened in October 2008.

Depreciation and Amortization Costs: For fiscal 2009, depreciation and amortizatioatsalecreased $21,000 from $1,283,000 in fiscaB20®1,262,000.
Depreciation costs increased due to $71,000 ofedégition expense in the three acquired and new aogpwned restaurants, offset by declining depreciatigmens:
in our aging company-owned restaurants.

Selling, General and Administrative Costs¥or fiscal 2009, selling, general and administetosts decreased $707,000 from $3,567,000 (14fI¥sm@murant sale
in fiscal 2008 to $2,860,000 (12.3% of restaurai¢s) in fiscal 2009. The decrease in selling,egalnand administrative costs are partially attidlle to decreas
advertising costs, which decreased to $1,292,0@¥{®f restaurant sales) for fiscal 2009 from $5,820 (6.0% of restaurant sales) for fiscal 2008} a decrease
general and administrative costs, which decreas&d 568,000 (6.8% of restaurant sales) for fi2€@9 from $2,042,000 (8.1% of restaurant salesji$oal 2008 (&
explained below).

The decrease in advertising costs is primarily tduthe decrease in restaurant sales, as contnitsuéice made to the advertising materials fund aegbnal advertising
cooperative based on a percentage of sales. Iti@ddp75,000 of payroll and employee benefit cogtse eliminated in fiscal 2009 due to the retiratr#f our Vice
President of Marketing in November 2008. We cutyelnéve no plans to fill the position in the immatd future.

We anticipate that fiscal 2010 advertising will st primarily of television and radio advertisiran-site and point-opurchase merchandising totaling approxime
5.8% of restaurant sales.

The $474,000 decrease in general and administratiseis primarily attributable to:

§ Reductions in payroll and employee benefit cof%218,000

§ Reductions in training and recruiting expendet7d,000.

§ Reduction in professional services of $61,(

§ Net reductions in various other fixed expende®46,000.

§ Reduction in preliminary site costs relatedh® ®maha, Nebraska expansion of $81,

Franchise Costs:For fiscal 2009, franchise costs decreased $15X1080$312,000 (1.2% of total revenues) in fiscad& to $161,000 (.7% of total revenues) in fi
2009.

The decrease in franchise costs is primarily atteble to the reduction in payroll and employeedfitrtosts related to the Vice President of Fraselbevelopme
position that was eliminated in July 2008 in comjion with Good Times' exit from the planned Midwegpansion. We incurred $12,000 in legal costthéeprio
year related to franchise registration filings. Tuerent year includes a write off of $20,000 fegal fees incurred in prior years related to thedsdimes/Taco Joht
Dual Brand franchise agreeme

Gain on disposal of restaurants and equipmentFor fiscal 2009, the gain on disposal of restawamd equipment decreased $7,000 to $28,000 frd0&a ir
fiscal 2008. The $28,000 gain on disposal of restiats and equipment in fiscal 2009 is primarillated to the partial recognition of deferred gaelated to two sa-
leaseback transactions that were completed inlf23@4 and 200€
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Income (Loss) from Operations:The loss from operations was $1,352,000 in fis@8i%2compared to a loss from operations of $946i0@i8cal 2008.

Net Income (Loss):Net loss was $1,646,000 for fiscal 2009 compared tet loss of $1,076,000 in fiscal 2008. The geaffom fiscal 2008 to fiscal 2009 v
primarily attributable to the matters discussedhie "Net Revenues”, "Food and Packaging Costs'llifif§eGeneral and Administrative Costs" and "Fraise Costs
sections of ltem 6. In addition, 1) minority inést expense decreased $167,000 due to decreasatkifiom restaurant operations of the joint ventestaurants fc
fiscal 2009; 2) net interest expense increased $B88in fiscal 2009 primarily due to increased bwings on our PFGI Il, LLC line-ofredit and 3) an $87,0
unrealized loss in the current fiscal year reldtedur interest rate swap liability.

Liquidity and Capital Resources

Cash and Working Capital: As of September 30, 2009, we had $815,000 in cadhcash equivalents on hand. We currently plans®the cash balance and
cash generated from operations for our working tehpieeds in fiscal 2010. We anticipate that wi reiquire additional working capital of $300,000 $500,00
during January through April, 2010 and we are pagadditional sources of funding to increase oorking capital. We are pursuing rent concessfoms severe
of our landlords and anticipate improved incomenfroperations of $75,000$100,000 from those transactions in fiscal 20fQ@ircumstances require we n
contemplate the sale or sublease of selected uaderming restaurants in fiscal 2010. In April,00we extended the maturity of our $2,500,000 theredit witr
PFGI I, LLC to July, 2010 and have further extethdee maturity to December 31, 2012 as describémhbgsee "Financing" below).

As of September 30, 2009, we had a working capligicit of $1,200,000 due primarily to the entiret& payable to Wells Fargo Bank, N.A. of $846,006ven as
current liability due to certain loan covenant defia that existed as of September 30, 2009. Wenateén payment default under the note and antieipamainini
current on all principal and interest paymentsistdl 2010, subject to our successfully raisingitiaithl operating capital. We have received a Earance ar
Reservation of Rights letter from Wells Fargo Batting that they are accepting current principal anterest payments and are not currently acdabgréhe note
subject to agreeing to an acceptable Required €toreeAction for the covenant defaults. It is kelly that we will have an acceptable Required Guive Actior
until our Earnings Before Interest Taxes and DepteEm ("EBITDA") improves. If Wells Fargo were taccelerate the note payable, we would need addi
financing and we do not currently have a sourcestarh financing. Additionally, we have recorded$87,000 current liability related to the unreadidess on ot
interest rate swap, as described in Note 4 of thiedto Consolidated Financial Statements in Item 8

The accompanying financial statements have begrapgd on a going concern basis, which contempthtesealization of assets and the satisfactiomabflities in the
normal course of business. Due to the classificatif the entire Wells Fargo note payable as aectifiability and the right of Wells Fargo to aceelte the require
payment of the note, we do not show the abilityulty satisfy our liabilities in the normal coursé business without raising additional capitak islour objective t
acquire additional operating capital through detst aquity offerings and the possible sale of astég restaurant with such funds to be used fordipayment of tk
Wells Fargo note and to increase our working capifde believe we will be successful in raisingfaiént additional operating capital and in resteuing our dek
obligations, however there can be no assuranceviatill be successful in raising such additionaids.

The accompanying financial statements do not irelady adjustments relating to the recoverabilityf alassification of assets and liabilities that htige necessa
should we be unable to continue as a going conc@ur. continuation as a going concern is dependpoh on our ability to obtain additional operaticapital
restructure our debt obligations and attain prbfiity.

In December, 2009 we entered into an agreementtéme the maturity of the PFGI Il, LLC loan to Dedeer 31, 2012 and modified the terms of the loaim¢tude
25 year amortization period with a balloon paymemtDecember 31, 2012. As a result, the majoritthef PFGI Il LLC loan is shown as a long term liipias o
September 30, 2009. We anticipate either developingw restaurant on the land we own collateraitzire PFGI Il loan and reducing the amount of trenlby th
value of the land or selling the property and ugimg proceeds to reduce the loan, with estimatégnoeeeds of $800,000 to $1,000,000. We will targ to marke
the other land and building we own that collatexedithe PFGI loan for a sale and leaseback and@lase the net proceeds to reduce the loan.

Financing:

In May 2007 we borrowed $1,100,000 from Wells FaBgmk under a note payable with an eight year teith a floating interest rate at .50% below primé/e
simultaneously entered into an interest rate swapsaction with Wells Fargo Bank for the full $10J@00 with a fixed interest rate of 7.77% for thé éight year terr
coinciding with the note payable (see note 5 imite above). As discussed above we are in defdudedain loan covenants as of September 30, 200this Well:
Fargo note, however we are not currently, and Imewer been, in payment default under the note.
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On March 1, 2008, we acquired the assets of twmawesnts from an existing franchisee for a totacpase price of $1,330,000, including the land Bitprovement
building and equipment for one restaurant andisifgrovements, building and equipment on one reatsturThe purchase price was funded primarily frcash o
hand of $272,000 and $849,000 in net proceeds &@multaneous saleaseback transaction to a third party investoolving the land, building and improveme
of one of the restaurants acquired.

As additional consideration, notes receivable fitwe franchisee of $250,000 were forgiven, and &rdedl gain of $26,000 was written off. The defergaih wa
related to a prior sale to the franchisee of ont¢hefrestaurants acquired. We did not record a gainss related to this acquisition. The financ&gults of the tw
restaurants have been included in our financiallt@$érom the acquisition date forward.

The acquisition of the two restaurants was accalfdeusing the purchase method as defined in FASB 805-10Business CombinationsThe purchase price w
allocated as follows:

Current assets net of current liabilit $ 4,00(
Property and equipment 1,326,00(
Total purchase pric $ 1,330,00C

The saleleaseback transaction was entered into simultahgeuith the acquisition and involved selling thentés building and improvements of one of the acal
restaurants for net proceeds of $849,000. Thelsak=back was the funding vehicle for the purcledsthe two restaurants and was not used to raisk foa the
Company or increase our liquidity. The assets golthe saleeaseback transaction were not recorded in oun€igh statements as the long term lease entere
does not meet any of the criteria for a capitabéeand therefore qualifies as an operating leasdefined in FASB ASC 840-1Qeases. After the saldeasebac
transaction was accounted for, it resulted in $30®,in fixed assets and $14,000 in current ass®srded on our financial statements. We believe$digs,00!
represents the fair value of the net assets adj@afeer completion of the simultaneous si@l@seback transaction) consisting of furnituretuiigs and equipment
two restaurants and the site improvements andibgilid one restaurant.

In July 2008, we entered into a $2,500,000 prommjssmte with an unrelated third party (PFGI I, LL.@nd amended that note on April 20, 2009 extendlir
maturity to July 10, 2010 and again on DecemberR089 extending the maturity to December 31, 20IRe promissory note originally constituted a renmd line-
of-credit for the development of new restaurants whwels advanced and repaid on a monthly basis frora to time. The promissory note now constitutésria loai
with monthly payments of principal and interestheTloan is secured by separate leasehold deedsstfand security agreements related to six cormpamec
restaurants and first deeds of trust on two reap@rties funded by the line of credit. The totalstanding balance on the line of credit was $2 800 at September &
2009. Of the $2,500,000 outstanding balance, $108® is related to the construction of one companged restaurant in Firestone, Colorado that opamé&xttobe
2008. The fully developed restaurant is currenting marketed in the saleaseback market. The remaining balance is relaté¢lde purchase, entittement and o
development fees on a parcel of land in Aurorap€ualo that will be either developed into a compamyed restaurant, leased or sold.

On April 20, 2009 as reported on formrk8-Good Times Restaurants Inc. (the "Company") @oedd Times Drive Thru Inc. ("GTDT"), a wholly ownedbsidiary ¢
the Company, entered into a loan agreement witld&oBridge, LLC ("Golden Bridge"), pursuant to whiGolden Bridge made a loan of $185,000 (the "Gt
Bridge Loan") to GTDT to be used for restaurant keting and other working capital costs. Eric Reith Ron Goodson, David Grissen, Richard Stark, Alad
Teran, who are all members of the Company's Bohbirectors and stockholders of the Company, aeesthie members of Golden Bridge. Eric Reinhartthéssol
manager of Golden Bridge. The Company's and GTbBtaining of the Golden Bridge Loan and relatexhsactions with Golden Bridge were duly approve
advance by the Company's Board of Directors byaffienative vote of members thereof who did not&aw interest in the transaction.

The Golden Bridge Loan is evidenced by a promissatg dated April 20, 2009 (the "Golden Bridge Nptaade by the Company and GTDT, asmakers, and bez
interest at a rate of 10% per annum on the unpantipal balance. The Golden Bridge Note provif@smonthly interest payments and will mature aeddoe an
payable in full on July 10, 2010. The commitmes# for the Golden Bridge Loan is $3,700. The GolBedge Loan Agreement contains customary everteddul
provisions and a cross-default provision with respe the loan agreement for the PFGI Il, LLC Idas described above).
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The Golden Bridge Loan Agreement and Note are stibjethe terms of an Intercreditor Agreement dakedl 20, 2009 (the "Intercreditor Agreement”), ang the
Company, GTDT, Golden Bridge and PFGI I, LLC ("PIFG As previously reported by the Company, GTDirrently has a $2,500,000 revolving line of crediith
PFGI (the "PFGI Loan"), which was scheduled to maton July 10, 2009, under which $2,500,000 wastaanting as of April 20, 2009. Under the Interda
Agreement, PFGI and Golden Bridge agreed that, @mgnpayments of principal or interest on the GolBeidge Loan or the PFGI Loan by GTDT, PFGI anddec
Bridge shall each be entitled to its pro rata stedreuch payments in the amount of 93.1% for PR@I 6.9% for Golden Bridge. The Intercreditor Agremt als
provides that GTDT and the Company may prepay tblelé Bridge Loan in whole or in part with the primnsent of PFGI, and that any other indebtedoégise
Company or GTDT to PFGI or Golden Bridge shall beasdinate in payment and lien priority to the GuoidBridge Loan and the PFGI Loan to the extenthe
proceeds of the collateral. Under the Intercreditgreement, all money received from any foreclesan the collateral securing the PFGI Loan shalapglied t
PFGI and Golden Bridge for their expenses reladeslith event and then on a pari passu basis to &k{Golden Bridge in accordance with their redgpegtro rati
shares.

Prior to the closing of the Golden Bridge Loan,rbarings under the PFGI Loan were secured by GTI¥Esehold estates and business assets with reepsstait
of GTDT's restaurants located in Boulder, Adam#gedson and Larimer counties in Colorado and fitséds of trust on real property in Arapahoe anddWelnties i
Colorado developed under the PFGI Loan. In conoeetith PFGI's entry into the Intercreditor Agreemt, GTDT and the Company entered into a first afment t
the amended and restated promissory note dated Zpr2009 (the "PFGI Note Amendment"), which exted the maturity date of the PFGI Loan until July 201(
and eliminated a loan balance threshold for releésiee collateral securing the PFGI Loan.

In connection with the Golden Bridge Loan, the Camypissued a thregear warrant dated April 20, 2009 (the "Warrant)Golden Bridge which provides tl
Golden Bridge may at any time from April 20, 200&tiuApril 20, 2012 purchase up to 92,500 shareshef Company's common stock (the "Warrant Sharsay
exercise price of $1.15 per share. The number afréiit Shares and the exercise price are subjextsiomary antidilution adjustments upon the o@ne of an
stock dividends, stock splits, reverse stock spiigsapitalizations, reclassifications, stock camations or similar events. The fair value of therkdat issued we
determined to be $42,000 with the following assuanst 1) risk free interest rate of 1.27%, 2) apented life of 3 years, and 3) an expected dividgettl of zerc
The fair value of $42,000 was charged to the nateodint and credited to Additional Paid in CapifEhe note discount will be amortized over fourteeonths an
charged to interest expense.

Additional commitments for the development of nexstaurants in fiscal 2010 will depend on the Comfsasales trends, cash generated from operatioctho@a
access to capital including in the sale-leasebaaikets.

Cash Flows:Net cash used in operating activities was $595f00discal 2009 compared to cash provided by opegaactivities of $619,000 in fiscal 2008. 1
decreased net cash used in operating activitiefidoal 2009 was the result of net loss of $1,6@6,a&nd noreash reconciling items totaling $1,051,000 (corgm
principally of depreciation and amortization of 2,000, minority interest income of $54,000, $0D,0f stock option compensation expense, $87,0Rbext to a
unrealized loss in regards to our interest ratepsagreement, a $273,000 decrease in our trade rtscpayable and net decreases in operating asse:taadilities
totaling $48,000).

Net cash used in investing activities in fiscal 20@as $284,000 compared to $2,787,000 in fiscaB20lhe fiscal 2009 activity reflects payments thwe purchase
property and equipment of $284,000 (of which $186,0&/as related to a new compamyned restaurant that opened in October 2008), patgreceived on loans
franchisees of $31,000 and $31,000 for loans madi@inchisees.

Net cash provided by financing activities in fise®09 was $280,000 compared to $1,117,000 in fide@B. The fiscal 2009 activity includes principalyments o
notes payable and long term debt of $123,000, bongs on the revolving line-offedit and other notes payable of $505,000 andilulisions to minority interests
partnerships of $102,000.

Contingencies and Off-Balance Sheet Arrangement3Ne remain contingently liable on various land Ilsasederlying restaurants that were previously $o
franchisees. We have never experienced any lost@ed to these contingent lease liabilities, hoavef a franchisee defaults on the payments utikedeases, v
would be liable for the lease payments as the assigr sublessor of the lease. Currently we hatebren notified nor are we aware of any leasetefault unde
which we are contingently liable, however there t@nno assurance that there will not be in ther&jtwhich could have a material adverse effect onfature
operating results.

Critical Accounting Policies and Estimates

We follow accounting standards set by the Finan@lounting Standards Board, commonly referredstthe "FASB." The FASB sets generally accepted @uiog
principles (GAAP) that we follow to ensure we catently report our financial condition, resultsagferations, and cash flows. Over the years, theB-A%d othe
designated GAARetting bodies, have issued standards in the férRASB Statements, Interpretations, FASB Staff Baiss, EITF consensuses, AICPA Statem
of Position, etc.
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The FASB recognized the complexity of its standsetting process and embarked on a revised proge®04 that culminated in the release on July D920f the
FASB Accounting Standards Codification,™ sometimeferred to as the Codification or ASC. To the Camy this means instead of following the Statem
Interpretations, Staff Positions, etc., we willléoV the guidance in Topics as defined in the ASBe Todification does not change how the Companguats for it:
transactions or the nature of related disclosuradenHowever, when referring to guidance issuethbyFASB, the Company refers to topics in the A&ter tha
Statements, etc. The above change was made effdntithe FASB for periods ending on or after Sepieni5, 2009. We have updated references to GAARid
Annual Report on Form 10-K to reflect the guidaircéhe Codification.

Notes ReceivableWe evaluate the collectability of our note recelealfrom franchisees annually. Historically, s@hounts have been fully repaid and we be
the collateral and guarantees are adequate todadet future payments; therefore no allowancesfoounts estimated to be uncollectable have bemridad.

Impairment of Long-Lived Assets: We review our long-lived assets for impairment ac@dance with the guidance of FASB ASC 360-Rfhperty, Plant, an
Equipmen, including land, property and equipment whenewenés or changes in circumstances indicate thatdhging amount of an asset may not be recove
Recoverability of assets to be held and used issared by a comparison of the capitalized costhefassets to the future undiscounted net cash #oyscted to t
generated by the assets and the expected cashdtevimsed on recent historical cash flows ateéb&uarant level (the lowest level that cash floas lse determined).

An analysis was performed on a restaurant by restalasis at September 30, 2009. Assumptionsinga@paring expected cash flows were as follows:

. Sales projections are as follows: Fiscal 2010 salesprojected flat with respect to fiscal 2009, fiscal years 2011 to 2024 we have used at
increases of 2% to 3%. We believe the 2% to 3%emse in the years beyond 2010 is a reasonable takipacof growth and that it would
unreasonable to expect less growth in our salessdlincreases include menu price increases ini@udd any real growth. Historically our weigh
menu prices have increased 1.5% to 6% per year.

. Our variable and semariable restaurant operating costs are projedieitidrease proportionately with the sales increasesvell as increasing
additional 1.5% per year consistent with inflation.

. Our other fixed restaurant operating s@se projected to increase 1.5% to 2% per year.

. Food and packaging costs are projectedrmin flat in relation to our current fiscal 20@®d and packaging costs as a percentage of sales.

. Salvage value has been estimated ortauresit by restaurant basis considering each nesttsi particular equipment package and buildiag.si

Given the results of our impairment analysis attS&sjper 30, 2009 there are no restaurants which patential impairment as their projected undiscedrtash flow
show recoverability of their asset values.

Our impairment analysis included a sensitivity ga@l with regard to the cash flow projections ttletermine the recoverability of each restaurastse®. The resu
indicate that even with a 20% decline in our prtgdccash flows we would still not have any potdritigpairment issues. We have experienced highem thorme
food and packaging costs as a percentage of rastasales in recent years and we do not believe&ethests will remain at these levels in future geblowever fc
purposes of our cash flow projections in the agspairment analysis we have assumed our food aokiggéng costs will remain at these higher levels.

Each time we conduct an impairment analysis inftivere we will compare actual results to our préfts and assumptions, and to the extent our aoggalts do nc
meet expectations, we will revise our assumptigrsthis could result in impairment charges beirgpgmized.

All of the judgments and assumptions made in piegahe cash flow projections are consistent with other financial statement calculations and disates. Th
assumptions used in the cash flow projections ansistent with other forwartboking information prepared by the Company, susth@se used for internal budg
discussions with third parties, and/or reportingn@anagement or the Board of Directors.

To date we have not written down any assets dumpairment, however projecting the cash flows floe fmpairment analysis involves significant estiesawitt
regard to the performance of each restaurant, taisdréasonably possible that the estimates of fasls may change in the near term resulting inrieed to writ
down operating assets to fair value. If the assetsletermined to be impaired, the amount of inmpait recognized is the amount by which the carrgimpunt of th
assets exceeds their fair value. Fair value woeldiétermined using forecasted cash flows discoums@ty an estimated average cost of capital andnpairmen
charge would be recognized in income from operation
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Income Taxes:We account for income taxes in accordance with FASE 740,Income Taxes FASB ASC 740 prescribes the use of the liabititgthod wherek
deferred tax asset and liability account balancesdatermined based on differences between thadiabreporting and tax bases of assets and liegsiland ar
measured using the enacted tax rates and lawswvitidie in effect when the differences are expediedeverse. The Company provides a valuation a@lwe, i
necessary, to reduce deferred tax assets to tteimated realizable value. The deferred tax assetseviewed periodically for recoverability, analuation allowance
are adjusted as necessary. We believe it is nilaly than not that the recorded deferred tax assél be realized.

Variable Interest Entities : We analyze any potential Variable Interest or cidePurpose Entities in accordance with the guiganf FASB ASC 81Q0.
Consolidation of Variable Interest and Special-Pasp EntitiesOnce an entity is determined to be a Variable ggeEntity (VIE), the party with the controlli
financial interest, the primary beneficiary, is uggd to consolidate it. We have several fran@sseith notes payable to the Company and afteryaisalve hav
determined that, while these franchisees are VdE'slefined by FASB ASC 8119, we are not the primary beneficiary of the @gitand therefore they are
required to be consolidated.

Fair Value of Financial Instruments : We adopted the provisions of FASB ASC 8Eajr Value Measurements and Disclosuresffective October 1, 2008. FA!
ASC 820 defines fair value, establishes a framevi@rkneasuring fair value under GAAP and enhanésdabsure about fair value measurements. The aslopfi this
guidance did not have a material impact on eitherfinancial position or results of operations.

New Accounting Pronouncementsin June 2008, the FASB issued FASB ASC 815{36rivatives and Hedging that provides guidance on how to determit
certain instruments (or embedded features) areiders indexed to a company's own stock, includistruments similar to warrants to purchase thepany's stocl
FASB ASC 815-40 requires companies to use agtep-approach to evaluate an instrument's contirgercise provisions and settlement provisiondetermining
whether the instrument is considered to be indareils own stock and therefore exempt from the iapfibn of FASB ASC 815 Although FASB ASC 81B- i
effective for fiscal years beginning after Decemb®&r 2008, any outstanding instrument at the digeloption will require a retrospective applicatofthe accountin
through a cumulative effect adjustment to retaieathings upon adoption. The Company does not expecidoption of this guidance to have a matenmgact ol
either its financial position or results of opeoas.

In December 2007, the FASB issued FASB ASC @&lisiness Combinationawvhich establishes principles and requirementshéw an acquiring entity in a busin
combination recognizes and measures the asset&reat@nd liabilities assumed in the transactiorialesshes the acquisitiodiate fair value as the measuren
objective for all assets acquired and liabilitisswemed; and sets the disclosure requirements iiagatte information needed to evaluate and undedstiae nature ai
financial effect of the business combination. Taisounting pronouncement is effective for fisoahss beginning after December 15, 2008, which effiéctive fo
our fiscal year beginning October 1, 2009. Theimegnents of FAS 141 will only impact future bussseeombination transactions into which we may enter

In December 2007, the FASB issued FASB ASC 810&ldhsolidation, which prescribes the accounting by a parent camar minority interests held by ott
parties in a subsidiary of the parent company. BSE 81010 is effective for fiscal years beginning aftercember 15, 2008, which will be effective for ousda
year beginning October 1, 2009. We are currentilueating the requirements of FAS ASC 810-10 aneeheot yet determined the impact on our finandiaiesnents.

Subsequent Eventsin December, 2009 the Company entered into an aggeeto amend the PFGI Il Loan. The maturity dedes extended to December 31, 2!
the interest rate was increased to 8.65% and moptyments of principal and interest will be payabéginning January 31, 2010, based upon a 25ayeartizatiol
prior to maturity. In connection with the agreemtre Company also agreed to issue $125,000 ofantrrexercisable at the average market price ddniegwent
days prior to January 2, 2010.

Subsequent events have been evaluated through Dec@®, 2009, the date the consolidated finanté@éments were available to be issued.

Pre-approval of non-audit servicesOn October 26, 2009, the Audit Committee of thei8azf Directors of Good Times Restaurants Inc. aped in advance certe
non-audit services to be performed by Hein & Asatas, Good Times' independent auditor. Theseaualit-services are to consist primarily of corperiaicome ta
compliance services.

Iltem 7A. Quantitative and Qualitative Discbsures about Market Risk.

Not applicable
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGIRM
To the Stockholders and
Board of Directors
Good Times Restaurants, Inc.
Golden, Colorado

We have audited the accompanying consolidated balaheet of Good Times Restaurants, Inc. and Sabsids of September 30, 2009 and 2008, and tlaer
consolidated statements of operations, stockhdld=rsity, comprehensive income and cash flows F&r years ended September 30, 2009 and 2008.
consolidated financial statements are the respiifgibf the Company's management. Our responsgjbi to express an opinion on these consolidaieahtia
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighamlo(United States). Those standards require tleaplar
and perform the audit to obtain reasonable assarabout whether the consolidated financial statésneme free of material misstatement. An auditudek examinin
on a test basis, evidence supporting the amourdsdatlosures in the financial statements. An aathb includes assessing the accounting principtesl an
significant estimates made by management, as wedlaluating the overall financial statement presten. We believe that our audits provide a reabtmbasis fc
our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matergspects, the financial position of Good Timestaerants, Inc. al
Subsidiary as of September 30, 2009, and the sesfitheir operations and their cash flows forykars ended September 30, 2009 and 2008, in coityowith U.S.
Generally Accepted Accounting Principles.

The accompanying financial statements have beepaped assuming that the Company will continue a®iag concern. As discussed in Note 2 to the fira
statements, the Company remains out of compliaritecgrtain debt covenants, and has suffered requtosses from operations. These facts raisetantial douk
about the Company's ability to continue as a gaimgcern. Management's plans in regard to theseersaincluding its plans to pursue additional sesrof funding
are also described in Note 2. The financial stat@sdo not include any adjustments that mightlrésm the outcome of this uncertainty.

We were not engaged to examine management's assatibut the effectiveness of Good Times Restasirdnt's internal control over financial reportiag o
September 30, 2009 included in the accompanyingagament's Annual Report on Internal Control OveaRcial Reporting included in Item 9A, and, accogtly,
we do not express an opinion thereon.

HEIN & ASSOCIATES LLP
Denver, Colorado

December 28, 2009







GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY

CONSOLIDATED BALANCE SHEET

September 3(
2009 2008
ASSETS
Current Assets
Cash and cash equivale $ 815,00¢ $ 1,414,001
Receivables, net of allowance for douk
accounts of $! 122,000 160,000
Prepaid expenses and ol 32,000 79,000
Inventorie! 220,000 240,000
Notes receivab 36,00( 35,00(
Total current asse 1,225,00C 1,928,00C
Property and Equipmer
Land and buildin 6,596,00( 6,566,00(
Leasehold improvemer 4,107,00C 4,017,00C
Fixtures and equipme 8,438,001 8,303,00(
19,141,00( 18,886,00(
Less accumulated depreciation and amortiz (11,853,000 (10,602,000
7,288,00C 8,284,00C
Assets held for sa 1,595,00( 1,574,000
Other Assets:
Notes receivable, net of current port 82,000 83,000
Deposits and other assets 64,000
51,000
146,000
134,000
Total Assets $ 10,254,000 $
11,920,00(
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Current maturities of long-term debt, netlistount of $ 1,027,000 $ 2,304,000
$27,000 and $0, respectiv
Accounts payab 355,000 628,000
Deferred incom 113,000 139,000
Other accrued liabilitie 930,00 939,00(
Total current liabilitie 2,425,00C 4,010,00c
Long-Term Liabilities:
Debt, net of current portion and net of distt of
$35,000 and $0, respective 2,478,00C 846,000
Deferred liabilitie: 973,00 1,071,001
Total lon-term liabilities 3,451,00C 1,917,00C
Minority Interests in Partnershi 428,000 584,000

Commitments and Contingeres
(Notes 4 and 6)
Stockholders' Equity
Preferred stock, $.01 paaiue;
5,000,00@es
authorized, none issued
and outstding as of
September 30, 2008 and 20(
Common stock, $.001 par va!;
50,000,000 shares
Authorize®,898,55¢




shares issued an
outstandig of
September 30, 2008 and 2009 4,000
Accumulated other comprehensive -
Capital contributed in excess of pdu@a
17,751,00(
Accumulated deficit

(13,805,000

Total stockholders' eqt
3,950,00C
Total Liabilities and Stodkolders' $

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(
2009 2008
Net Revenues
Restaurant sale $ 23,213,00( $ 25,244,00(
Area development and franchise fi 13,000 -
Franchise royaltie 523,00( 638,00(
Total net revenue 23,749,00( 25,882,00(
Restaurant Operating Cos
Food and packaging cos 7,816,00C 8,002,00C
Payroll and other employee benefit
costs 8,138,00C 8,780,00C
Restaurant occupancy co 3,756,00( 3,714,00C
Accretion of deferred rer 1,000 33,000
Other restaurant operating co 1,120,00C 1,134,00C
New store pr-opening cost 15,000 38,000
Depreciation and amortizatic 1,262,00( 1,283,00(
Total restaurant operating co 22,108,00( 22,984,00!
General and administrative co 1,568,00C 2,042,00C
Advertising cost: 1,292,00C 1,525,00C
Franchise cost 161,000 312,000
Gain on disposal of restaurants and
equipmen (28,000) (35,000)
Loss From Operatior (1,352,000 (946,000
Other Income (Expense:
Interest incomt 16,000 67,000
Interest expens (277,000) (80,000)
Unrealized loss on interest rate sv (87,000) -
Minority interest in income of
partnership: 54,00C (113,000
Total other expenses, r (294,000) (126,000)
Net Loss before Income Tax (1,646,000 (1,072,000
Income Tax Expen: - 4,000
Net Loss o
($1,646,000 ($1,076,000
Basic and Diluted Loss per Sh: ($0.42) ($0.28)
Weighted Average Common Shares
Outstanding
Basic 3,898,55¢ 3,886,73C
Diluted n/a n/a

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

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

FOR THE PERIOD FROM OCTOBER 1, 2007 THROUGH SEPTHRRB30, 2009

Preferrec
Stock Common Stocl
Capital Accumulated
Issuec Par Issuec Par  Contributed Other
in Excess of Accumulatec ComprehensiveComprehensiv

Shares  Value Shares Value Par Value Deficit Loss Income Total
nces, October $ $ $ $
07 - 0 3,866,89¢ 4,000$17,438,00( $(11,083,000 $ (26,000 3,000 6,333,00(
ock optior
sompensatiol
>ost 90,000 90,000
ock issued fa
axercised stoc
ptions 31,663 104,00C 104,00C
ymprehensiv
-0Ss
Net Income (1,076,000 (1,076,000, (1,076,000
Deferrec
1edging losse (42,000) (42,000)

Comprehensi (42,000)
nces $ $ $ $(1,115,000) $
ember 30, 20( - 0 3,898,55¢ 4,000$17,632,00( (12,159,000 $ (68,000 5,409,00(C
ock optior
sompensatiol
>ost 77,000 77,000
ilue of warrant:
ssued with dek 42,000 42,000
ymprehensiv
Loss
Net Loss (1,646,000 (1,646,000° (1,646,000
Deferre« _

ling losse 68,00( 68,00(
nces $(2,761,000
:ptember 3( $ $ $
09 - 0 3,898,55¢ 4,0008$17,751,00C $(13,805,000 $ ( 3,950,00¢

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activitie
Net Loss

Adjustments to reconcile net income (loss) to net
provided by operating activitie
Depreciation and amortizatic
Note discount amortizatic
Accretion of deferred ret
Minority interest expense (incom

Gain on disposal of property, restaurants and equip

Stock option compensation ct
Expenses associated with exit acti
Unrealized loss on interest rate swap agree!
Changes in operating assets and liabilii
(Increase) decrease

Receivable:

Inventories

Prepaid expenses and ot

Deposits and other ass
(Decrease) increase i

Accounts payabl

Accrued and other liabilitie

Deferred franchise fees

For the Years Ended

Net cash provided by (used in) operating activities

Cash Flows From Investing Activitie
Payments for the purchase of property and equip
Proceeds from the sale of ass
Purchase of franchist
Loans made to franchisees and to otl
Payments received on loans to franchisees and tos

Net cash used in investing activities

Cash Flows From Financing Activitie

Principal payments on notes payable, capital leaseks,

long-term debt
Borrowings on notes payable and |-term debr
Proceeds from exercise of stock opti
Net proceeds on li-of-credit

Distributions(net of contributions) paid to minorityterests ir

partnership:
Net cash provided by financing activities

Net Change in Cash and Cash Equival
Cash and Cash Equivalents, beginning of year

Cash and Cash Equivalents, end of year

Supplemental Disclosures of Cash Flow Informat
Cash paid for interest

Non-cash acquisition price of franchise store (n
receivable’
Non-cash deferred hedging losses

Non-cash fair value of warrants

September 3(
2009 2008
$ $
(1,646,000 (1,076,000
1,262,00C 1,283,00C
15,000 -
1,000 33,000
(54,000) 113,000
(28,000) (35,000)
77,000 90,000
- 95,000
87,000 -
38,000 42,000
20,000 (35,000)
47,000 (40,000)
16,000 (3,000)
(273,000) 232,000
(157,000) (90,000)
- 10,000
(595,000 619,000
(284,000) (3,282,000
- 747,000
- (272,000)
(31,000) (54,000)
31,000 74,000
(284,000) (2,787,000
(123,000) (870,000)
185,000 2.180,00C
- 104,000
320,000 -
(102,000 (297,000)
280,000 1,117,00C
(599,000) (1,051,000
1,414,000 2,465,00(
$
$ 815,000 1,414,00C
$
$ 299,000 111,000
$
$ - 250,000
$
$ - 42,000



$ 42,000

See accompanying notes to these consolidated financial statements.
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1.

Notes to Consolidated Financial statements

Organization and Summary of Significant Aagting Policies

Organization Good Times Restaurants Inc. (Good Times or the Gmoiy)pis a Nevada corporation. The Company opethtesigh its wholly owned subsidic
Good Times Drive Thru Inc. (Drive Thru).

Drive Thru commenced operations in 1986 and, aSegtember 30, 2009, operates thirty company-owmedj@int venture drivehru fast food hamburg
restaurants. The Company's restaurants are logat€lorado. In addition, Drive Thru has twertye franchises, eighteen operating in Colorado, im
Wyoming, one in Idaho and one in North Dakota, snaffering franchises for development of additibDaive Thru restaurants.

We follow accounting standards set by the Finan8izounting Standards Board, commonly referredsdhe "FASB". The FASB sets generally acce
accounting principles (GAAP) that we follow to ensuve consistently report our financial conditiogsults of operations and cash flows. Referenc€sAAP
issued by the FASB in these footnotes are toRA8B Accounting Standards Codification®gmetimes referred to as the Codification or AS@e FASE
finalized the Codification effective for periodsdimg on or after September 15, 2009. For furthecussion of the Codification see "FASB Codifica
Discussion" in Management's Discussion and Analg§iBinancial Condition and Results of Operatioegnimonly referred to as MD&A) elsewhere in
report.

Principles of ConsolidationThe consolidated financial statements include ttemants of Good Times, its subsidiary and two kdipartnerships, in which t
Company exercises control as general partner. Cdmapany owns an approximate 51% interest in bottneeships, is the sole general partner and rese
management fee prior to any distributions to tin@téd partners. Because the Company owns an appatx 51% interest in the partnerships and exes
complete management control over all decisiongHerpartnerships, except for certain veto rights, financial statements of the partnerships arsaatate
into the Company's financial statements. The gquierests of the unrelated limited partners dews on the accompanying consolidated balance s
minority interest, and the limited partners' shaséset income in the partnerships is shown as ritininterest expense in the accompanying constda
statement of operations. All inter-company accoamis transactions are eliminated.

Accounting Estimates The preparation of consolidated financial statementconformity with U.S. Generally Accepted Accting Principles require
management to make estimates and assumptionsffiaett the amounts reported in these consolidateghitial statements and the accompanying notesual
results could differ from those estimates.

Reclassification Certain prior year balances have been reclassifiebnform to the current year's presentation. hSeclassifications had no effect on the
income or loss.

Cash and Cash Equivalent§he Company considers all highly liquid debt instents purchased with an initial maturity of thraenths or less to be cz¢
equivalents.

Accounts Receivable Accounts receivable include uncollateralized reables from our franchisees and our advertisingl futue in the normal course
business, generally requiring payment within thdays of the invoice date. On a periodic basigdbmpany monitors all accounts for delinquency armiples
for estimated losses of uncollectible accountsréhily and historically there have been no allovesior unrecoverable accounts receivable.

Inventories- Inventories are stated at the lower of cost orkeia determined by the first-in, firetat method, and consist of restaurant food itents retate:
packaging supplies.

Property and EquipmentDepreciation is recognized using the strailjie-method over the estimated useful lives ofaksets or the lives of the related lec
if shorter, as follows:

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

Maintenance and repairs are charged to expensecaged, and expenditures for major improvemenéscapitalized. When assets are retired, or otlse
disposed of, the property accounts are relievembsefs and accumulated depreciation with any regptiain or loss credited or charged to income.

We have classified $1,595,000 as assets held ferisahe accompanying consolidated balance sfidmise costs are related to a site in Firestoneyr@ax
which has been fully developed. The restauramieing marketed for sale and leaseback. The precekd sale leaseback transaction, if consummaie
required to be used for the reduction of the liheredit payable to PFGI II, LLC. The effect on aperating cash flow is not material as the inteegpense c
the line of credit is approximately equal to thegwsed rental rate on sale and leaseback transactio
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Impairment of LonglLived Assets We review our long-lived assets for impairmengagtordance with the guidance of FASB ASC 3680-Property, Plant, a
Equipment, including land, property and equipmehiemever events or changes in circumstances indtbatethe carrying amount of an asset may n«
recoverable. Recoverability of assets to be hetllsed is measured by a comparison of the capthkinsts of the assets to the future undiscouraedas
flows expected to be generated by the assets anekffected cash flows are based on recent hidtoesh flows at the restaurant level (the lowestli¢hat cas
flows can be determined).

An analysis was performed on a restaurant by remtalasis at September 30, 2009. Assumptionsinga@paring expected cash flows were as follows:

. Sales projections are as follows: Fiscal 2010 satesrojected flat with respect to fiscal 2009, fiscal years 2011 to 2024 we have used ai
increases of 2% to 3%. We believe the 2% to 3%e&me in the years beyond 2010 is a reasonable takipacof growth and that it would
unreasonable to expect no growth in our sales. & hreseases include menu price increases in addibiany real growth. Historically our weigh
menu prices have increased 1.5% to 6%.

. Our variable and semariable restaurant operating costs are projectéddrease proportionately with the sales increasewell as increasing
additional 1.5% per year consistent with inflation.

. Our other fixed restaurant operating s@se projected to increase 1.5% to 2% per year.

. Food and packaging costs are projectedrmin flat in relation to our current fiscal 20@®d and packaging costs as a percentage of sales.

. Salvage value has been estimated ortauresit by restaurant basis considering each mesttsi particular equipment package and buildiag.si

Given the results of our impairment analysis att&mper 30, 2009 there are no restaurants whichmgraired as their projected undiscounted cash flsknsa
recoverability of their asset values.

Our impairment analysis included a sensitivity s with regard to the cash flow projections tetermine the recoverability of each restauraste®. Th
results indicate that even with a 20% decline im projected cash flows we would still not have gtential impairment issues. However if we ela
sublease, close or otherwise exit a restaurantitocémpairment could be required. We have expegéehhigher than normal food and packaging costa
percentage of restaurant sales in recent yearsvardb not believe these costs will remain at tHegels in future years. However for purposes of cash flov
projections in the asset impairment analysis westessumed our food and packaging costs will remttinese higher levels.

Each time we conduct an impairment analysis inftitere we will compare actual results to our préts and assumptions, and to the extent our acésalt:
do not meet expectations, we will revise our asgionp and this could result in impairment charges @ recognized.

All of the judgments and assumptions made in piagahe cash flow projections are consistent witih ether financial statement calculations and disates
The assumptions used in the cash flow projectioaxansistent with other forwatdeking information prepared by the company, suslthase used for interr
budgets, discussions with third parties, and/ooripg to management or the board of directors.

To date we have not written down any assets diragairment, however projecting the cash flows fag impairment analysis involves significant estiesatitt
regard to the performance of each restaurant, aisdréasonably possible that the estimates of @asls may change in the near term resulting inribed t
write down operating assets to fair value. If tiseads are determined to be impaired, the amouimdirment recognized is the amount by which theyiag
amount of the assets exceeds their fair value.\Fédire would be determined using forecasted cashsfldiscounted using an estimated average cosipfa
and the impairment charge would be recognizeddorime from operations.

Sales of Restaurants and Restaurant Equity IngereStles of restaurants or noantrolling equity interests in restaurants devetbfpy the Company &
recorded under either the full accrual method @ itistallment method of accounting. Under the &dtrual method, a gain is not recognized unti
collectability of the sales price is reasonablyuasd and the earnings process is virtually completieout further contingencies. When a sale dagsmeet th
requirements for income recognition, the relatedh ga deferred until those requirements are mehdés the installment method, the gain is incrembr
recognized as principal payments on the relatedsnmceivable are collected. The Company's accmupblicy, with regards to the sale of restaurargtsr
accordance with the guidance of FASB ASC 360-Property, Plant, and Equipment. If the inipalyment is less than the percentages set foréhplishe
installment method is required.
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The Company's accounting for the sale of restasrantlso in accordance with FASB ASC 810-20, Chdation of Variable Interest and SpecRilkpos
Entities, because the risks and other incidentsaofership have been transferred to the buyer. ifigadly, a) no continuing involvement by the Commyaexist:
in restaurants that are sold, b) sales contractselated income recognition are not dependanterfuture successful operations of the sold reatdasr and «
the Company is not involved as a guarantor on thehasers' debts.

Deferred Liabilities- Rent expense is reflected on a straight-linesaser the term of the lease for all leases comgistepups in base rent. An obligati
representing future payments (which totaled $551,88 of September 30, 2009) is reflected in the@mpanying consolidated balance sheet as a de
liability. Also included in the $973,000 deferradd other liability balance is a $422,000 defergach on the sale of the building and improvemetitsvo
Companyewned restaurants in two separate sale leasebackagtions. The building and improvements weresegiently leased back from the third p
purchasers. The gains will be recognized in fupegods in proportion to the rents paid on theeéft and twenty year leases.

Opening Costs Opening costs are expensed as incurred.

Advertising- The Company incurs advertising expenses in coioreetith the marketing of its restaurant operatiodglvertising costs are expensed wher
related advertising begins.

Franchise and Area Development Feemdividual franchise fee revenue is deferred wheceived and is recognized as income when the Coynpa:
substantially performed all of its obligations undee franchise agreement and the franchisee hasnenmced operations. The Company's commitment
obligations pursuant to the franchise agreementsisbof a) development assistance; includings#ection, building specifications and equipmenthasint
and b) operating assistance; including trainingp@fsonnel and preparation and distribution of menaad operating materials. All of these obligasicar
effectively complete upon the opening of the restatiat which time the franchise fee and the portd any development fee allocablettmt restaurant
recognized. There are no additional material comets or obligations.

The Company has not recognized any franchise fegshive not been collected. The Company segegdtial franchise fees from other franchise raweir
the statement of operations. Revenues and cdateddo companywned restaurants are segregated from revenuesoatsirelated to franchised restauran
the statement of operations.

Continuing royalties from franchisees, which arpesicentage of the gross sales of franchised opamtiare recognized as income when earned. Fsx
development expenses, which consist primarily galeosts and restaurant opening expenses assbwidtedeveloping and opening franchise restauraart
expensed against the related franchise fee income.

Accounting for Notes ReceivableThe Company's notes receivables are all due froamdd@imes franchisees, or franchise advertisingoecatives. All of th
notes receivable are collateralized by real esiatquipment and certain of the notes are persogatranteed by the franchisees. The notes aterail note
with interest accruing at market rates. The Compawews the notes from time to time to accessectdbility. The Company has determined that alkt
receivable at September 30, 2009 are collectalilealowances for write-downs are not necessary.

Operating Partner ProgranOperating Partners in a restaurant share in fuhmeases of their restaurant's cash flows abavestablished baseline, whict
based on the preceding twelve months' cash floer &fitl allocation of advertising and capital expes. This program is designed to figuratively @peratin
Partners in the shoes of an owner so that a poofidcheir compensation is derived solely from thpiovement in the financial performance of thespectivi
restaurants. The portion of cash flow increaskxable to the Operating Partners are expensedcasréd on a quarterly basis, with a cumulativausiten
made for any months where cash flows fall belowdbtblished baselines. Compensation under thirgmois expensed to restaurant operations as ett
No other long term benefits accrue or vest to tper@ting Partners in this program. Operating Rastare employees at will and are subject to teatiun frorr
this program if certain operating, customer sereigd financial objectives are not met.

Income Taxes We account for income taxes in accordance witlsBASC 740, Income Taxes. FASB ASC 740 prescribesise of the liability method
whereby deferred tax asset and liability accourarixzes are determined based on differences betthedimancial reporting and tax bases of assets and
liabilities and are measured using the enactedat®s and laws that will be in effect when theetiéhces are expected to reverse. The Company pso&id
valuation allowance, if necessary, to reduce detetax assets to their estimated realizable value.
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Net Income (Loss) Per Common Sharéhe income (loss) per share is presented in deowe with the guidance of FASB ASC 280- Earnings per She
(EPS). Basic EPS is calculated by dividing theoine (loss) available to common stockholders bywbighted average number of common shares outsig
for the period. Diluted EPS reflects the potendiétion that could occur if securities or oth@ntracts to issue common stock were exercised overted int
common stock. Options for 9,953 shares of commocksivere not included in computing diluted EPSZ009 because their effects were atilitive. Option:
for 81,364 shares of common stock were includezbmputing diluted EPS for 2008 because they wdtgik.

Financial Instruments and Concentrations of Crd&lgk - Credit risk represents the accounting loss thatlvde recognized at the reporting dat
counterparties failed completely to perform as moted. Concentrations of credit risk (whetherooroff balance sheet) that arise from financiatrinment:
exist for groups of customers or counterpartiesrwthey have similar economic characteristics thatlas cause their ability to meet contractual ohiias to b
similarly effected by changes in economic or ott@mnditions. Financial instruments with off-balarsteeet risk to the Company include lease liabilitigereb
the Company is contingently liable as a guarantaedain leases that were assigned to third pami€onnection with various sales of restauramfsanchisee
(see Note 6).

Financial instruments potentially subjecting then@any to concentrations of credit risk consist @pally of receivables. At September 30, 2009,e
receivable totaled $118,000 and are due from fatities. Additionally, the Company has other catmeceivables totaling $122,000, which includeg,800 o
franchise receivables.

The Company purchases 100% of its restaurant faddbaper from one vendor. The Company believedfeciemt number of other suppliers exist from wr
food and paper could be purchased to prevent argrtierm, adverse consequences.

The Company operates in one industry segment,ustts. A geographic concentration exists bec#iuseéCompany's customers are generally locatede
State of Colorado.

Comprehensive Income (Loys Comprehensive income includes net income or ldsanges in certain assets and liabilities thatreperted directly in equi
such as adjustments resulting from unrealized gaitasses on held-to-maturity investments andagetedging transactions.

In May 2007, the Company entered into an interafst swap agreement, designated as a cash flow hetigdn hedges the Company's exposure to inteags
fluctuations on the Company's floating rate $1,000,term loan. In fiscal 2008 The Company recorthedfair value of these contracts in the balanestwitt
the offset to other comprehensive loss. In fis€2the fair value has been recognized in curramtiegs due to the technical covenant defaultsehist witk
the underlying Wells Fargo Bank loan. The contmacjuires monthly settlements of the difference leetwthe amounts to be received and paid unds
agreement, the amount of which is recognized inetiirearnings as interest expense. See Note 4idlitianal information.

StockBased Compensation Stock-based compensation is presented in accoedaith the guidance of FASB ASC 718-10-30, Compé#ns - Stocl
Compensation. Under the provisions of FASB ASC &t8ckbased compensation is measured at the grant deged lon the calculated fair value of the av
and is recognized as an expense over the reqeisidoyee service period (generally the vestinggueoif the grant). See Note 10 for additional infation.

Variable Interest Entities FASB ASC 810-20, Consolidation of Variable Intrand Speciakurpose Entities, can require consolidation of ialzle interes
entities" (VIEs). Once an entity is determined®a VIE, the party with the controlling financiaterest, the primary beneficiary, is required tmsolidate it
The Company has several franchisees with notesbfmyathe Company. These franchisees are VIEdefised by FASB ASC 8100, however, the Compa
is not the primary beneficiary of these entitid$erefore they are not required to be consolidateter the guidance of FASB ASC 810-20.

Fair Value of Financial Instrument¥he Company adopted the provisions of FASB ASC, &2fr Value Measurements and Disclosures, effec@ietobe
1, 2008. FASB ASC 820 defines fair value, estaleish framework for measuring fair value under galhemccepted accounting principles and enhe
disclosures about fair value measurements. See Nofer additional information.

Fair value is defined as the price that would hmeireed to sell an asset or paid to transfer alitgbin an orderly transaction between market ggpaints at th
measurement date. Valuation techniques used tourester value, as required by Topic 820 of the BASSC, must maximize the use of observable inpot
minimize the use of unobservable inputs.

FASB ASC 820 defines three levels of inputs thay fp@ used to measure fair value and requires ltgah$sets or liabilities carried at fair value szidsed b
the input level under which they were valued. Thyaui levels defined under FASB ASC 820 are as ¥dto

Level 1: Quoted market prices in active marketsdentical assets and liabilities.
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Level 2: Observable inputs other than defined indlel, such as quoted prices for similar assetgabilities; quoted prices in markets that are aotive; o
other inputs that are observable or can be coratbdrby observable market data for substantiaéyfuli term of the assets or liabilities.

Level 3: Unobservable inputs that are not corroteatd®y observable market data.

Recent Accounting Pronouncementi® June 2009, the FASB issued FASB ASC 105, Gelyefalcepted Accounting Principles, which establistiee FASI
Accounting Standards Codification as the sole smofcauthoritative generally accepted accountingciples. Pursuant to the provisions of FASB ASG, i
Company has updated references to GAAP in its Girduistatements issued for the period ended SemeB 2009. The adoption of FASB ASC 105 did
impact the Company's financial position or resafteperations.

In June 2008, the FASB issued FASB ASC-8015Derivatives and Hedging , that provides guidgano how to determine if certain instruments
embedded features) are considered indexed to aamyigpown stock, including instruments similar tarnts to purchase the company's stock. FASB
815-40 requires companies to use a Bi&p approach to evaluate an instrument's contingeercise provisions and settlement provisionglétermining
whether the instrument is considered to be indéaets own stock and therefore exempt from the iapfibn of FASB ASC 815 Although FASB ASC 8#8-ic
effective for fiscal years beginning after Decemb8r 2008, any outstanding instrument at the déatedoption will require a retrospective applicatiohthe
accounting through a cumulative effect adjustmentetained earnings upon adoption. The Company doegxpect the adoption of this guidance to he
material impact on either its financial positionresults of operations.

In December 2007, the FASB issued FASB ASC 805,iriss Combinations, which establishes principled @guirements for how an acquiring entity
business combination recognizes and measures $e¢sascquired and liabilities assumed in the tretitsg establishes the acquisitidate fair value as tl
measurement objective for all assets acquired mfilifies assumed; and sets the disclosure reougnts regarding the information needed to evalaat
understand the nature and financial effect of th&r®ess combination. This accounting pronouncerisegffective for fiscal years beginning after Dexder 15
2008, which will effective for our fiscal year beging October 1, 2009. The requirements of FAS Willonly impact future business combination tractson:
into which we may enter.

In December 2007, the FASB issued FASB ASC 810€ldhsolidation, which prescribes the accounting by a parent coppar minority interests held |
other parties in a subsidiary of the parent compafgS ASC 810t0 is effective for fiscal years beginning aftercBmber 15, 2008, which will be effective
our fiscal year beginning October 1, 2009. We amgently evaluating the requirements of FAS AS©®-80 and have not yet determined the impact ol
financial statements.

2. Liquidity:
As of September 30, 2009, we had $815,000 in cashcash equivalents on hand. We currently plaose the cash balance and any cash generate:
operations for our working capital needs in fis2al0. We anticipate that we will require additibnarking capital of $300,000 to $500,000 duringnJary
through April, 2010 and we are pursuing additiosalrces of funding to increase our working capit&lle are pursuing rent concessions from severalt
landlords and anticipate improved income from opena of $75,000 $100,000 from those transactions in fiscal 20ZCcifcumstances require we n
contemplate the sale or sublease of selected uaderming restaurants in fiscal 2010. In April,080we extended the maturity of our $2,500,000 éheredi
with PFGI Il, LLC to July, 2010 and have furthetexded the maturity to December 31, 2012 as destihielow (see "Financing Transactions" below).

As of September 30, 2009, we had a working cagié#itit of $1,200,000 due primarily to the entiret& payable to Wells Fargo Bank, N.A. of $846,000ver
as a current liability due to certain loan covendefaults that existed as of September 30, 2009 aWenot in payment default under the note anctipatie
remaining current on all principal and interest pawyts in fiscal 2010, subject to our successfudliging additional operating capital. We have reegi:
Forbearance and Reservation of Rights letter froeli§\Fargo Bank stating that they are acceptingectirprincipal and interest payments and are noeatly
accelerating the note, subject to agreeing to aemable Required Corrective Action for the covérdefaults. It is unlikely that we will have ancaptabl
Required Corrective Action until our Earnings Befdnterest Taxes and Depreciation ("EBITDA") impesy If Wells Fargo were to accelerate the notabple
we would need additional financing and we do natently have a source for such financing. Additilty, we have recorded an $87,000 current liabilithatec
to the unrealized loss on our interest rate swaposed in Note 4 below.
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3.

The accompanying financial statements have beepapgd on a going concern basis, which contemplétesrealization of assets and the satisfactic
liabilities in the normal course of business. Doehe classification of the entire Wells Fargoenpaiyable as a current liability and the right oI\ Fargo t
accelerate the required payment of the note, wealshow the ability to fully satisfy our liabil@s in the normal course of business without raisidditiona
capital. Itis our objective to acquire additibbperating capital through debt and equity offgarand the possible sale of an existing restawahtsuch fund
to be used for the repayment of the Wells Farge reotd to increase our working capital. We beliesewill be successful in raising sufficient addita
operating capital and in restructuring our debtgailons, however there can be no assurance thatilee successful in raising such additional fand

The accompanying financial statements do not irelady adjustments relating to the recoverability atassification of assets and liabilities that htidpe
necessary should we be unable to continue as & gmincern. Our continuation as a going concerdeigendent upon on our ability to obtain additi
operating capital, restructure our debt obligatiand attain profitability.

In December, 2009 we entered into an agreementteme the maturity of the PFGI Il, LLC loan to Dedeer 31, 2012 and modified the terms of the lo¢
include a 25 year amortization period with a ballgayment on December 31, 2012. As a result, thenity of the PFGI Il LLC loan is shown as a lotmegn
liability as of September 30, 2009. We anticipateex developing a new restaurant on the land we oellateralizing the PFGI Il loan and reducing gmoun
of the loan by the value of the land or selling pineperty and using the proceeds to reduce the login estimated net proceeds of $800,000 to $100D W
will continue to market the other land and buildimg own that collateralizes the PFGI loan for & sald leaseback and plan to use the net proceeeduoe th
loan.

Notes Receivable

Notes receivable consists of the following as gft8mber 30, 2009:

Notes receivable from franchisees related to resta@guipment; 6.0% t

10% interest per annum; monthly payments of principal interest are due

in the amount of approximately $2,200; final paymente dn 2012;

collateralized by all fixtures and equipment of thkated restaurant 33,000

Note receivable from a franchisee related to a wgrldapital loan; 109
interest per annum; monthly payments of principal iatetest are due in the
amount of $2,150; final payment due in 2013; colkdieed by all fixtures

and equipment of the related restaur 85,000

118,00C
Less current portio (36,000C)
Notes receivable, net of current port $ 82,00C
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4. Debt

Note payable with PFGI II, LLC with monthly paymentsimterest (prime rate +2%

with a minimum rate of 8%, at September 30, 2010 the veas 8.0%) through
December 31, 2009. Beginning in January 2010 payn@npsincipal and interest

(8.65%, with a 25 year amortization) will be due niyivith a balloon payment of all

unpaid principal due on December 31, 2012. The Is@ecured by two Real Property

Deeds of Trust, four Leasehold Deeds of Trust and Sgcémreements and
Assignment of Rents and Fixture Filings and two Secudtygreements and
Assignment of Rents and Fixture Filings related to tlsdseorporate restaurants. The
promissory note constitutes a line of credit which meydpaid but not re-advanced, $

at any time 2,500,00C
Note payable with Wells Fargo Bank, NA with paymentsponcipal and interes

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

is secured by four Security Agreements related touhmttire, fixtures and equipment

of the four corporate restaurants. This loan is classdie current based on covenant
violations as discussed bela 846,00(
Related Party note payable with Golden Bridge, Mi@ monthly payments of intere

(10%) due monthly with all unpaid principal due Jaly, 2010. The promissory note

subject to the terms of an Intercreditor Agreementveen the Company, Gold

Bridge, LLC and PFG1 Il, LLC, and the deeds of trasid security agreeme

described in such Intercreditor Agreement. See nb&div for further explanatiot 185,00(

Unamortized note discount related to warrants issuednnection with the above n

payable with Golden Bridge, LL( (27,000)

Other, various term 1,00(
3,505,00C

Less current portion o
(1,027,000)

Long term portion $
2,478,00C

In conjunction with the Wells Fargo Bank term lodre Company entered into a variable to fixed ederate swap agreement with Wells Fargo Bank gffedlay
9, 2007, with a notional amount of $1,100,000, y ade of 7.77% and a receive rate based on thie ppdme rate less .50%. The swap agreement hagyatyear
term and has the effect of normalizing the effexfivterest rate at 7.77%. As of September 30, 2@9fair value of the contract was a loss of $8@,0rhe
unrealized loss has been recorded in interest egpen

As of September 30, 2009, principal payments ort debome due as follows:

Years Ending

September 3(
2010 $
1,027,00C
2011 32,000
2012 34,000
2013 2,412,000
$3,505,00(

In connection with the Wells Fargo Bank loan, tt@r@any has agreed to certain covenants, whichdeaminimum tangible net worth, a total liabiliti@stangible
net worth ratio and a fixed charge coverage rassojefined in the agreement. As stated above ie Rais of September 30, 2008, the Company is rarirpliance
with its loan covenants.

F-14




Other Accrued Liabilities

Other accrued liabilities consist of fbllowing at September 30, 2009:

Wages and other employee $ 225,000

benefits

Taxes, other than income t 491,000

Other 214,000
$930,00C

Commitments and Contingencies

The Company's office space, and the land and Imgifdielated to the Drive Thru restaurant faciliaes classified as operating leases and expiretbheenext 1
years. Some leases contain escalation clausestw/éves of the leases. Most of the leases comta@éto three fiverear renewal options at the end of the ir
term. Certain leases include provisions for add#iocontingent rent payments if sales volumes ekcgeecified levels. The Company paid no mat
contingent rentals during fiscal 2009 and 2008.

Following is a summary of operating lease actigitie

Year Ended September .

2009
Minimum rentals $2,445,00(
Less sublease rent: (381,000)
Net rent paic $2,064,00(

As of September 30, 2009, future minimum rental goiments required under the Company's operatingeeéhat have initial or remaining noncancellabées:
terms in excess of one year are as follows:

Years Ending September 30,

2009
201C $2,223,00(
2011 2,062,00c¢
201z 1,951,00(C
2013 1,887,00(
2014 1,779,00(C
Thereafte 9,242,00(¢
19,144,00(
Less sublease rent: (2,645,000
$16,499,00(

The Company is contingently liable on several gbleases that have been subleased or assignednichfsees. The subleased and assigned leases
between 2010 and 2024. Currently we have not besfiad nor are we aware of any leases in defaylthe franchisees, however there can be no asitha
there will not be in the future which could havmaterial effect on our future operating results.

Financing Transactions

On March 1, 2008, we acquired the assets of twtauesnts from an existing franchisee for a totatchase price of $1,330,000, including the landg
improvements, building and equipment for one restaiuand site improvements, building and equipm@nine restaurant. The purchase price was fi
primarily from cash on hand of $272,000 and $840,@0net proceeds from a simultaneous $edeseback transaction to a third party investoolving the lanc
building and improvements of one of the restaurantgiired.

As additional consideration and accounting in tbgusition, notes receivable from the franchise&250,000 were forgiven, and a deferred gain of (326 wa
written off. The deferred gain was related to apsale to the franchisee of one of the restauractmired. We did not record a gain or loss reldtethis
acquisition. The financial results of the two restants have been included in our financial redutts) the acquisition date forward.
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The acquisition of the two restaurants was accalftteusing the purchase method as defined in FASE 80540, Business Combinations. The purchase
was allocated as follows:

Current assets net of current liabilit $ 14,00(
Property and equipment 1,316,00(
Total purchase pric $ 1,330,001

The saleleaseback transaction was entered into simultamgauith the acquisition and involved selling thenéq building and improvements of one of
acquired restaurants for net proceeds of $849,DI0€ saleleaseback was the funding vehicle for the purclo&siee two restaurants and was not used to rafsk
for the Company or increase our liquidity. The &ss®eld in the saléieaseback transaction were never recorded in oanéial statements as the long term |
entered into does not meet any of the criteriaafeapital lease and therefore qualifies as an tipgriease, as defined in FASB ASC 840; Leases. After tl
saleleaseback transaction was accounted for, it redirté476,000 in fixed assets and $14,000 in ctirmsgets recorded on our financial statements. Slieva
the $476,000 represents the fair value of the ss¢ta acquired (after completion of the simultasesaleleaseback transaction) consisting of furnituretufig:
and equipment in two restaurants and the site imggnents and building in one restaurant.

In July 2008, we entered into a $2,500,000 promjssote with an unrelated third party (PFGI Il, L)L @nd amended that note on April 20, 2009 extenttie
maturity to July 10, 2010 and again on December2089 extending the maturity to December 31, 20IRe promissory note originally constituted a reuad
line-of-credit for the development of new restaurants wiels advanced and repaid on a monthly basis frora to time. The promissory note now constitu
term loan with monthly payments of principal andenest. The loan is secured by separate leasefedds of trust and security agreements relatedx
companyewned restaurants and first deeds of trust on ®eb properties funded by the line of credit. Thaltoutstanding balance on the line of credit
$2,500,000 at September 30, 2009. Of the $2,500di@standing balance, $1,595,000 is related tocthestruction of one comparowned restaurant
Firestone, Colorado that opened in October 2008.flilty developed restaurant is currently being keted in the saléeaseback market. The remaining bal
is related to the purchase, entitlement and otkeeldpment fees on a parcel of land in Aurora, €wo that will be either developed into a compamsrec
restaurant, leased or sold.

On April 20, 2009 as reported on formk8-Good Times Restaurants Inc. (the "Company") &wbd Times Drive Thru Inc. ("GTDT"), a wholly owr
subsidiary of the Company, entered into a loanemgent with Golden Bridge, LLC ("Golden Bridge"),rpuant to which Golden Bridge made a loan of $18¢
(the "Golden Bridge Loan") to GTDT to be used festaurant marketing and other working capital coEsc Reinhard, Ron Goodson, David Grissen, Rid
Stark, and Alan Teran, who are all members of thengany's Board of Directors and stockholders ofGbenpany, are the sole members of Golden Bridge
Reinhard is the sole manager of Golden Bridge. Caompany's and GTDT's obtaining of the Golden Begitlgan from Golden Bridge and related transac
were duly approved in advance by the Company'sdBofbirectors by the affirmative vote of membeérsreof who did not have an interest in the transact

The Golden Bridge Loan is evidenced by a promissmtg dated April 20, 2009 (the "Note") made by @G@npany and GTDT, as aoakers, and bears inter

at a rate of 10% per annum on the unpaid prindipédnce. The Note provides for monthly intereginpants and will mature and be due and payableliroh
July 10, 2010. The commitment fee for the Loa$3s700. The Golden Bridge Loan Agreement contaimstomary event of default provisions and a cross-
default provision with respect to the loan agreenf@nthe PFGI I, LLC loan (as described above).

The Golden Bridge Loan Agreement and the Goldedd#&iNote are subject to the terms of an interavedigreement dated April 20, 2009 (the "Intercia
Agreement"), among the Company, GTDT, Golden Briédgel PFGI I, LLC ("PFGI"). As previously reportdny the Company, GTDT currently ha
$2,500,000 revolving line of credit with PFGI (tHeFGI Loan"), which was scheduled to mature on dlly2009, under which $2,500,000 was outstandsngj
April 20, 2009. Under the Intercreditor Agreemd?EG| and Golden Bridge agreed that, upon any pagsy# principal or interest on the Loan or the PEGar
by GTDT, PFGI and Golden Bridge shall each be legtito its pro rata share of such payments in theunt of 93.1% for PFGI and 6.9% for Golden Brid
The Intercreditor Agreement also provides that GTaill the Company may prepay the Loan in whole quairt with the prior consent of PFGI, and that
other indebtedness of the Company or GTDT to PRGbalden Bridge shall be subordinate in payment léard priority to the Loan and the PFGI Loan to
extent of the proceeds of the collateral. Underltitercreditor Agreement, all money received framy foreclosure on the collateral securing the PE@zin sha
be applied to PFGI and Golden Bridge for their exges related to such event and then on a pari jpasssito PFGI and Golden Bridge in accordance thigh
respective pro rata shares.
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Prior to the closing of the Golden Bridge Loan,rbarings under the PFGI Loan were secured by GTREESehold estates and business assets with res
certain of GTDT's restaurants located in Bouldedams, Jefferson and Larimer counties in Coloradb fast deeds of trust on real property in Arapalane
Weld counties in Colorado developed under the PEgain. In connection with PFGI's entry into theelareditor Agreement, GTDT and the Company en
into a first amendment to the amended and restatadissory note dated April 20, 2009 (the "PFGI&dmendment"), which extended the maturity datéhe
PFGI Loan until July 10, 2010. Effective Januar@10, the maturity of the PFGI Loan was furtheleaded to December 31, 2012 and the Company ntd
into an Amended and Restated Promissory Note.

In connection with the Golden Bridge Loan, the Campissued a thregear warrant dated April 20, 2009 (the "Warrang'3olden Bridge which provides tl
Golden Bridge may at any time from April 20, 200&iLApril 20, 2012 purchase up to 92,500 sharethefCompany's common stock (the "Warrant Shae
an exercise price of $1.15 per share. The numb®fasrant Shares and the exercise price are sutgemistomary antidilution adjustments upon theuo@nct
of any stock dividends, stock splits, reverse steglits, recapitalizations, reclassifications, &@ombinations or similar events. The fair valuetlod warrant
issued was determined to be $42,000 with the fafigvassumptions; 1) risk free interest rate of %22) an expected life of 3 years, and 3) an exgokdividen:
yield of zero. The fair value of $42,000 was chdrtr the note discount and credited to AdditioraldHn Capital. The note discount will be amortizacer the
term of fourteen months and charged to interestese.

Managed Limited Partnerships

Drive Thru is the general partner of two limitedtparships that were formed to develop Drive Thestaurants. Limited partner contributions havenbesed t
construct new restaurants. Drive Thru, as a gémendner, generally receives an allocation of agpnately 51% of the profit and losses and a feeitl
management services. The limited partners' ednaisybeen recorded as a minority interest in therapanying consolidated financial statements.

Income Taxes

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

2009 2008 |
Current |Long Term|Current |Long Term
Deferred assets (liabilities
Tax effect of net operating Ig
carry-forward $ - |$ 2,292,001% - |$ 1,886,00
Partnership basis differen - 143,00( - 124,00(
Deferred revenu - 172,00( - 183,00(
Property and equipment basjs
differences - 117,00( - 57,00(
Other accrued liabilit
difference 48,00( 36,00( 7,00( -
Net deferred tax asse 48,00( 2,760,00 7,00( 2,250,00
Less valuation allowance 7 . 7
(48,000) (2,760,000 (7,000 |(2,250,000)
Net deferred tax asse $ - $ - |$ - 3 -

* The valuation allowance increased by $551,000ng) the year ended September 30, 2009.

The Company has net operating loss cémryvards of approximately $6,012,000 for income paxposes which expire from 2010 through 2029. Uibe o
these net operating loss carry-forwards may beicesd due to changes in ownership.

F-17




10.

11.

Total income tax expense for the years ended 20092808 differed from the amounts computed by applyhe U.S. Federal statutory tax rates to tare-
income as follows:

2009 2008

Total expense (benefit) computed by

applying the U.S. Statutory rate $

(35%) $ (576,000 (375,000)
State income tax, net of federal tax
benefit (50,000) (32,000)
Effect of change in valuation
allowance 552,00C 144,00C
Change in partnership ba: - 240,00¢
Permanent difference 68,00C 57,00C
Other 6,00C (034,000}
Provision for income taxe $ - 3$ -

Related Parties

The Erie County Investment Company (owner of 99%'toé Bailey Company) is a substantial holder of mmmon stock and has certain contractual rigt
elect up to three members of the Company's boaditeftors under the Series B Convertible PrefeBttk Agreements entered into in February, 2005.

The Company leases office space from The Bailey [@2om under a lease agreement which expired in Béyaie2009 and is currently leasing the space
month to month basis. Rent paid to them in fi@f#9 and 2008 for office space was $55,000 and0®B5respectively.

The Bailey Company is also the owner of one frasethiGood Times Drive Thru restaurant which is ledah Loveland, Colorado and was the owner of
franchised restaurant in Thornton, Colorado whichsvelosed in October 2009. The Bailey Company hdered into two franchise and manager
agreements with us, franchise royalties and managefees paid under those agreements totaled appatety $78,000 and $94,000 for the fiscal yeadirgg
September 30, 2009 and 2008, respectively. Amoduésfrom The Bailey Company in regards to theseeamgents at September 30, 2009 and 2008
$18,000 in each year.

In April 2009 the Company entered into a loan agreet with Golden Bridge, LLC ("Golden Bridge"), puant to which Golden Bridge made a loa
$185,000 to the Company. Eric Reinhard, Ron GoodBavid Grissen, Richard Stark, and Alan Teranpwhe all members of the Company's Boar
Directors and stockholders of the Company, arestiie members of Golden Bridge. Eric Reinhard & gble manager of Golden Bridge. The Comp:
obtaining of the Loan from Golden Bridge and refatiensactions were duly approved in advance byCbmpany's Board of Directors by the affirmativee
of members thereof who did not have an interegiténtransaction. Total interest and commitmeas feaid under this agreement were approximatelyo$t
for fiscal 2009. The amount due to related panieder this agreement that is included in notes Ipayaas $185,000 at September 30, 2009. See Nal@w
for the terms of the loan.

Fair Value of Financial Instruments:

The Company adopted the provisions of FASB ASC &0 Value Measurements and Disclosures, effedfietober 1, 2008. FASB ASC 820 defines
value, establishes a framework for measuring faiue under generally accepted accounting principiesenhances disclosures about fair value measuatem

Fair value is defined as the price that would lieireed to sell an asset or paid to transfer alitgbh an orderly transaction between market g#ptints at th
measurement date. Valuation techniques used tourestesr value, as required by Topic 820 of the BASSC, must maximize the use of observable inpnot
minimize the use of unobservable inputs.

FASB ASC 820 defines three levels of inputs thay in@ used to measure fair value and requires lileahs$sets or liabilities carried at fair value ldsed b
the input level under which they were valued. Tyt levels defined under FASB ASC 820 are as fdto

Level 1: Quoted market prices in active marketsdentical assets and liabilities.
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Level 2: Observable inputs other than defined indle, such as quoted prices for similar asseffabilities; quoted prices in markets that are active; o
other inputs that are observable or can be coratbdby observable market data for substantiaéyfuli term of the assets or liabilities.

Level 3: Unobservable inputs that are not corroteat®y observable market data.
The following table summarizes financial assets latillities that are measured at fair value oeeurring basis as of September 30, 2009:

Level 2
Interest Rate Swap liability $87,000

12. Stockholders' Equity

Preferred Stock The Company has the authority to issue 5,000,0@0es of preferred stock. The Board of Directas the authority to issue such prefe
shares in series and determine the rights andrprefes of the shares as may be determined by tael®d Directors.

Common Stock Dividend RestrictiorsAs long as at least twitvirds of the shares of common stock into which Segies B Preferred Stock was conve
remains held by the former holders of such conde®eries B Preferred Stock, without the writtenssort or affirmative vote of the holders of thigaearters ¢
the then outstanding votes of the shares of thee$S8rPreferred Stock and the shares of the constawk, the Company cannot institute any paymergast
dividends or other distributions on any sharesoohmon stock.

Stock Option Plans The Company has an Omnibus Equity Incentive Corsgigon Plan (the "2008 Plan"), approved by shddahs in fiscal 2008, which
the successor equity compensation plan to the Coyg@001 Stock Option Plan (the "2001 Plan"). oASeptember 30, 2009, 172,841 shares were ale
for future grants of nonqualified stock optionsgentive stock options, stock appreciation rightstnicted stock, restricted stock units, perforneashbare:
performance units and stock-based awards.

The 2008 Plan serves as the successor to our 280143 amended (the "Predecessor Plan"), andrtieefuawards shall be made under the Predecesax
from and after the effective date of the 2008 PIafi.outstanding awards under the Predecessor irlarediately prior to the effective date of the @@®lar
shall be incorporated into the 2008 Plan and shedbrdingly be treated as awards under the 2008. Rttowever, each such award shall continue 1
governed solely by the terms and conditions ofitiseeument evidencing such grant or issuance, exakpt as otherwise expressly provided in the ZRla8 o
by the Committee that administers the 2008 Planpmwision of the 2008 Plan shall affect or othessvimodify the rights or obligations of holders atk
incorporated awards.

Following the guidance of FASB ASC 718-10-30, Cemgation - Stock Compensation, std@dsed compensation is measured at the grant deged lon tr
calculated fair value of the award, and is recogghias an expense over the requisite employee sqrgitod (generally the vesting period of the grant

The Company measures the compensation cost agsbeiiéh shardsased payments by estimating the fair value ofkstqations as of the grant date using
Black-Scholes option pricing model. The Company belietied the valuation technique and the approachzatllito develop the underlying assumptions
appropriate in calculating the fair values of thenpany's stock options granted during fiscal 2@&imates of fair value are not intended to predtua
future events or the value ultimately realized oy €mployees who receive equity awards.

Net income for the fiscal years ended SeptembeRB09 and 2008 includes $77,000 and $90,000, réspbc of compensation costs related to our stbake!
compensation arrangements.

During the fiscal year ended September 30, 2009graated 12,000 nostatutory stock options and 68,400 incentive stmo#ons both with exercise prices
$1.47. The per share weighted average fair valle$@7 for both non-statutory stock option gramis mcentive stock option grants.

In addition to the exercise and grant date prideth@ awards, certain weighted average assumptlatswere used to estimate the fair value of siutior
grants are listed in the following table:

Incentive Stock Options Non-Statutory Stock
Options
Expected term (year: 6.5 6.7
Expected volatility 70% 67%
Risk-free interest rat 2.8% 2.8%
Expected dividend 0 0
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We estimate expected volatility based on histoneadkly price changes of our common stock for épleequal to the current expected term of the oystid he
risk-free interest rate is based on the United Stagastry yields in effect at the time of grant cquoegling with the expected term of the options. €kpecte
option term is the number of years we estimatedp&bns will be outstanding prior to exercise ddesng vesting schedules and our historical eserpattern:

FASB ASC 718-1®0 requires the cash flows resulting from the temddits for tax deductions in excess of the comagms expense recorded for those opt
(excess tax benefits) to be classified as financash flows. These excess tax benefits were $théofiscal years ended September 30, 2009 and 2008.

A summary of stock option activity under our shbessed compensation plan for the fiscal year enégdegber 30, 2009 is presented in the followindgtab

Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Options Exercise Prict Life (Yrs.) Intrinsic Value
Outstandin-beg of
year 353,942 $4.04
Grantec 80,400 $1.47
Exercisec 0
Forfeited (15,160) $4.90
Expired (39,951) $3.21
Outstanding Sept 3
2009 379,231 $3.55 5.6 $0
Exercisable Sept 30,
2009 271,163 $3.68 4.4 $0

As of September 30, 2009, the total remaining wgeized compensation cost related to unvested dtaskd arrangements was $106,000 and is expeche
recognized over a weighted average period of 2€@8sy

The total intrinsic value of stock options exerdiskiring the fiscal year ended September 30, 2089 $0. Cash received from stock option exerciseshk
fiscal year ended September 30, 2009 was $0.

Retirement Plan

The Company has a 401(k) profit sharing plan (fRkri"). Eligible employees may make voluntary ciotions to the Plan, which may be matched by
Company, in an amount equal to 25% of the emplsyeehtribution up to 6% of their compensation. Emeount of employee contributions is limitec
specified in the Plan. The Company may, at itsrdisan, make additional contributions to the Plarclbange the matching percentage. The Company
matching contributions of $0 and $30,000 in fis2@D9 and fiscal 2008 respectively. All matchingiibutions are made in cash.

Subsequent Events

In December, 2009 the Company entered into an ageEeto amend the PFGI Il Loan. The maturity deas extended to December 31, 2012, the interes
was increased to 8.65% and monthly payments otipah and interest will be payable beginning Japdr, 2010, based upon a 25 year amortization po
maturity. In connection with the agreement the @any also agreed to issue $125,000 of warrantisable at the average market price during the ty
days prior to January 2, 2010.

Subsequent events have been evaluated through Dec@8, 2009, the date the consolidated finantééments were available to be issued.
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Item 9. 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 disagrge with its independent accountants on matfess@untini
or financial disclosure.

Item 9A. Controls and Procedures
Conclusion Regarding the Effectiveness of DiscloserControls and Procedures

Based on an evaluation of the Company's discloson¢rols and procedures (as defined in Rules 18a}¥nd 15dt5(e) of the Securities Exchange Act of 193:
amended), as of the end of the Company's fiscal g:eded September 30, 2009, the Company's Chiefuixe Officer and Controller (its principal exeingt officel
and principal financial officer, respectively) hasencluded that the Company's disclosure controdspeocedures were effective.

Management's Report on Internal Control Over Finandal Reporting

We are responsible for establishing and maintaimidgquate internal control over financial report{ag defined in Rule 13a-15(f) and 158(f) under the Securiti
and Exchange Act of 1934, as amended). We maiataystem of internal controls that is designedravigde reasonable assurance in a effgetive manner as to t
fair and reliable preparation and presentatiorhefdonsolidated financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or de¢tmisstatements. Therefore, even those systenesndieed to b
effective can provide only reasonable assurande niegpect to financial statement preparation apdentation.

We conducted an evaluation of the effectivenessuofinternal control over financial reporting asS#ptember 30, 2009. In making this evaluation,mmanageme
used the criteria set forth by the Committee of ri§moing Organizations of the Treadway Commissid@QSO") in Internal Controlnrtegrated Framework. Tt
evaluation included a review of the documentatibnantrols, evaluation of the design effectivenessontrols, testing of the operating effectivenetsontrols and
conclusion on this evaluation. We have concluded, ths of September 30, 2009, the Company's iriteamdrol over financial reporting was effectivesed on thes
criteria.

This Annual Report does not include an attestatieport of the Company's registered public accogntfitm regarding internal control over financ
reporting. Management's report was not subjeattestation by the Company's registered public @eiog firm pursuant to temporary rules of the S&t permit th
Company to provide only management's report inAlmisual Report.

Changes in Internal Control over Financial Reportirg

There have been no significant changes in the Coypanternal control over financial reporting thatcurred during the Company's fiscal quarter e
September 30, 2009 that have materially affectedr@reasonably likely to materially affect, then@any's internal control over financial reporting.

Item 9B. Other Information

Nothing to report

PART Il
Item 10. Directors, Executive Officers an€orporate Governance
Directors: The directors of Good Times Restaurants are agvistl

Geoffrey R. Baileyage 58, has served as a Good Times director si@#@é and is a member of the Special Committee. sHalso a director of The Erie Cou
Investment Co., which owns 99% of The Bailey Compaiihe principal business of The Bailey Companyowening and operating 58 Arby's restaurants
franchisee, and The Bailey Company has also bdeamahisee and joint venture partner of Good TirRestaurants since 1987. Mr. Bailey joined The Bxeinty
Investment Co. in 1979. Mr. Bailey is a gradudtéhe University of Denver with a Bachelor's Degne@usiness Administration.

Ron Goodson , age 53, has served as a Good Times director sin2@05 and is a member of the Compensation Committegde also is the Vice President .
General Manager for the Pepsi Cola Bottling Group'sSouthwest Market Unit. Mr. Goodson has been witlPepsiCo and Pepsi Bottling Group for 30 yea
where he has held numerous positions with increaginresponsibility in more than half a dozen geographbal territories. In addition Mr. Goodson has sened
on the North America Diversity Advisory Board, thePBG Annual Planning Steering Committee and is actie with the Company's focus on campus recruitin
and retention. Mr. Goodson is a graduate of WrightState University. His current executive board inelvement is with the YMCA and The City of Hope.
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David Grisser, age 52, has served as a Good Times director 20@® and is a member of the Audit Committee. $iExecutive Vice President Eastern Regioi
Marriott International, a position he has held sir2005. He is responsible for 730 hotels withia Eastern Region (spanning from the states of Man8outl
Carolina) operated under the Marriott Hotels & Reddarriott Conference Centers, Renaissance H&edResorts, Courtyard, Residence Inn, TownePladeSani
SpringHill Suites brands. He oversees Human RessurSales and Marketing, Finance, Market Stratedgrmation Resources and Development and Fedyg
areas through key executives on the Eastern Regi@aan. Prior to Mr. Grissen's current role, heved as Senior Vice President for the Marriott ingional Mic
Atlantic Region. Mr. Grissen joined Marriott froBreyer's Grand Ice Cream in 1987, where he hadedesg Director of Finance and Planning. Mr. Grisselds i
B.A. from Michigan State University and a M.B.Aofm Loyola University in Chicago.

Boyd E. Hobacl, age 54, has served as a Good Times director $8@2 and is President and Chief Executive OffafeGood Times Restaurants, a position whic
has held since December 1992, and he has beea nestaurant business since the age of 16. Mratlobas been a vital part of the development ofdStimes to
52-restaurant chain and has been involved in dpirgdcall areas of the Company. Mr. Hoback is andms graduate of the University of Colorado in fina.

Eric W. Reinhar¢, age 51, has served as a Good Times director 80@% and in addition to serving as Chairman ofBbard, Mr. Reinhard also serves as Preside
the Pepsi Cola Bottler's Association, a beverageaation management and consulting associatioragasbition he has held since 2006. Prior to J®e 2e was tt
General Manager for the Pepsi Bottling Group's Gk&ast Business Unit. While in this role, Mr. Reémd was also a member of the Pepsi Bottling Ge
Chairman's Operating Council, a member of the FBediice Strategic Planning Committee, and a mernbdihe Dr. Pepper Bottler Marketing Committee. .
Reinhard joined Pepsi Cola in 1984 after four yedth The Proctor & Gamble Distributing Companyin& 1984 he has held several field and headqsaptesition
including Vice President/General Manager Pepsidnptea partnership (JV), General Manager Mtthntic business Unit, Area Vice President Re@tilannels, Vic
President OrRremise Operations and Area Vice President of FriaacOperations. Mr. Reinhard holds a BA from Mgjam State University and has completec
Executive Business Program at the University oftvian.

Richard J. Starl, age 69, has served as a Good Times director Sigel990. He is Chairman of the Audit Committaad a member of the Compensation
Special Committees Mr. Stark has spent over 4@syieathe investment industry. He is currentlydfdent of Boulder Asset Management, a firm thafdunded it
1984. From 1982 1984, Mr. Stark was the Chief Investment OfficEirterfirst Investment Management in Dallas, Tegas was responsible for all individual a:
management at S&P/Intercapital in New York. Mrmar8tis a graduate of Marquette University with aiB®usiness administration (finance) and has arAMiBmM
the University of Illinois with a major in financeMr. Stark received his chartered financial antatiesignation in 1974.

Alan A. Terar, age 63, has served as a Good Times director $8@4. He is a member of the Audit, Compensatiwh $pecial Committees. Additionally, Mr. Te
has been a Director of Morton's of Chicago sinc®319Mr. Teran is currently a principal in multipteivate restaurants. Mr. Teran served as preside@ork &
Cleaver from 1975 1981 and served as a Director for Boulder Vallggidhal Bank and Charlie Brown's Restaurants. He aree of the first franchisees of Le P
Restaurants. Mr. Teran graduated from the UnityedgiAkron in 1968 with a degree in business.

There are no family relationships among the dinectdhe board has determined that of the curneattrs Geoffrey R. Bailey, Ron Goodson, DavidsSein, Richar
J. Stark and Alan A. Teran are independent dirsatader the NASDAQ listing standards.

Geoffrey R. Bailey was originally elected to theaBw of Directors pursuant to contractual boardesentation rights granted to The Bailey Compargoimection
with its investment in shares of our Series A Catibke Preferred Stock in 1996. Mr. Bailey con@suto serve on the board pursuant to contractwabbo
representation rights held by The Bailey Companyignaffiliates ("The Bailey Group") in connectiarnth our Series B Convertible Preferred Stock fiiciag in
February 2005, whereby The Bailey Group is curyeatititied to elect three members of our Board mé&&iors, two of whom must be independent direct®®ghard
J. Stark and Alan A. Teran are the additional mesbéthe Board of Directors and nominees desighbyeThe Bailey Group under these provisions. Adcwmly,
the votes of The Bailey Group shall be determireatis to the election of Messrs. Bailey, Stark aecii. The other investors in our Series B CorblerfPreferred
Stock financing also have board representatiortsigimereby they are currently entitled to eleceéhmembers of our Board of Directors. Ron GoodBarvjd
Grissen and Eric W. Reinhard are the members oBti@ed of Directors and nominees designated urideset provisions. Accordingly, the votes of theeoihvestors
in our Series B Convertible Preferred Stock finagcshall be determinative as to the election of ¢¥esGoodson, Grissen and Reinhard. See Item 48di@
relationships and related transactions" for addélaliscussion of these provisions. There aretherarrangements or understandings between angntuirector an
any other person under which that director wasteteor nominated.
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Nominee selection processOur Board of Directors as a whole acts as the natinig committee for the selection of nominees fecton as directors. We do not
have a separate standing nominating committee sieaequire that our director nominees be appr@gedominees by a majority of our independent dirsct The
board will consider suggestions by stockholdergfussible future nominees for election as direcébithe next annual meeting when the suggestideligered in
writing to the corporate secretary of Good TimestRerants by August 15 of the year immediately @iéty the annual meeting. No request for a recomaiee
nominee was made by the August 15, 2009 deadlireniystockholder or group of stockholders with biene ownership of more than 5% of the Compangsmon
stock as indicated in a Schedule 13D or 13G.

The board selects each nominee, subject to consiacbminee designation and election rights heldéayain stockholders, as discussed below, baséldeomominee's
skills, achievements and experience, with the dbje¢hat the board as a whole should have brodd@evant experience in high policymaking level®usiness and
a commitment to representing the long-term intere§the stockholders. The board believes thét eaminee should have experience in positionssgossibility
and leadership, an understanding of our businegsoement and a reputation for integrity.

The board evaluates each potential nominee indaigland in the context of the board as a wholbe ®bjective is to recommend a group that will effesly
contribute to our long-term success and represeokisolder interests. In determining whether woramend a director for re-election, the board atswsiders the
director's past attendance at meetings and patioipin and contributions to the activities of theard.

When seeking candidates for director, the boangitokuggestions from incumbent directors, managenstockholders or others. The board does nat haharter
for the nominating process.

Communication with the directors : The board welcomes questions or comments aboutdiswar operations. Those interested may contachtiard as a whole or
any one or more specified individual directors bpding a letter to the intended recipients' attenith care of Good Times Restaurants Inc., Corpdsacretary, 601
Corporate Circle, Golden, CO 80401. All such commations other than commercial advertisementshelforwarded to the appropriate director or doecfor
review.

Board Committees

Audit Committee : The Audit Committee currently consists of Messrsis&n, Teran and Stark, each of whom are indepérdieectors under the applica
NASDAQ listing standards. The Board has deternhitiat Richard Stark is an audit committee finaneigert, as that term is defined by the Secur#ied Exchanc
Commission ("SEC") rules. The function of this Quitiee relates to oversight of the auditors, thdittng, accounting and financial reporting procesaed th
review of the Company's financial reports and infation. In addition, the functions of this Comméthave included, among other things, recommertditige Boar
the engagement or discharge of independent audid@sussing with the auditors their review of thempany's quarterly results and the results ofr taedit an
reviewing the Company's internal accounting costrofhe Audit Committee operates pursuant to aewiCharter adopted by the Board of Directors. uAent cop'
of the Audit Committee Charter is available on website at www.goodtimesburgers.com. The Audit uitee held four meetings during fiscal 2009.

Compensation Committee :The Compensation Committee currently consists aédvie Goodson, Stark and Teran, each of whom depéndent directors under
applicable NASDAQ listing standards. The functiafithis Committee is to consider and determinevaditers relating to the compensation of the Presided Chie
Executive Officer and other executive officers,luming matters relating to the employment agreemieithe Compensation Committee held one meetingglfisca
2009.

The Compensation Committee does not have a Chatterresponsibility of the Compensation Committeé&ireview and approve the compensation and dghner:
of employment of our Chief Executive Officer andr ather executive officers, including all of theeextive officers named in the Summary Compens&kaile ir
Item 11 of Part Il of this Form 18- (the "Named Executive Officers"). Among its otltities, the Compensation Committee overseesgalifieant aspects of ti
Company's compensation plans and benefit prografihe Compensation Committee annually reviews arrcmes corporate goals and objectives for the (
Executive Officer's compensation and evaluatesChief Executive Officer's performance in light dbse goals and objectives. The Compensation Cdeerélls
recommends to the Board of Directors the compemsaind benefits for members of the Board of Direxctdrhe Compensation Committee has also been raplob
the Board of Directors to administer our 2008 OruosilEquity Incentive Compensation Plan (the "20GB| which is the successor equity compensatian b the
Company's 2001 Stock Option Plan (the "2001 Plaie Compensation Committee does not delegatefity authority to other persons.

In carrying out its duties, the Compensation Cortemritparticipates in the design and implementatiwh @timately reviews and approves specific comp&aos
programs. The Compensation Committee reviews artdriohines the base salaries for the Named Exec@ifieers, and also approves awards to the Named
Executive Officers under the Company's equity comsp&on plans.
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In determining the amount and form of compensatisrNamed Executive Officers other than the Chiréé&litive Officer, the Compensation Committee olstanpu
from the Chief Executive Officer regarding the ésti responsibilities and performance of the othxecetive officers and the results of performancgengs. Thi
Chief Executive Officer also recommends to the Cengation Committee the base salary levels for athBd Executive Officers and the award levels fbNalmec
Executive Officers under the Company's equity camspéon programs. No Named Executive Officer alsesmy executive session of the Compensation Cdeerol
is present during final deliberations or determiora of such Named Executive Officer's compensatibine Chief Executive Officer also provides inpuith respect t
the amount and form of compensation for the membktise Board of Directors.

The Compensation Committee has the authority tectly engage, at the Company's expense, any comfi@mgonsultants or other advisers as it deemessagcy t
carry out its responsibilities in determining theaunt and form of executive and director compenpsatiFor fiscal 2009, the Compensation Committelendit use th
services of a compensation consultant or othersadviHowever, the Compensation Committee haswedesurveys, reports and other market data againish it
has measured the competitiveness of the Companygpensation programs. In determining the amount famm of executive and director compensation,
Compensation Committee has reviewed and discusstmtibal salary information as well as salariesdimilar positions at comparable companies.

Special Committee: On August 14, 2009 as reported on for{ 8« announced that our Board of Directors has &atra Special Committee comprised of direc
Richard Stark, Alan Teran and Geoff Bailey to expland evaluate strategic alternatives aimed aareihg shareholder value and explore alternativaeduce th
cost burdens of being a publicly held entity. Batttime, the Company hired Mastodon Ventures, timprovide strategic advisory services and exptither strateg
alternatives that will further the lortgrm business prospects of the Company and pravatemental value to its shareholders. The foreg@ictivities are continuit
without yet any specific recommended alternatives.

Directors' meetings and attendance There were nine meetings of the Board of Directarisl during the last full fiscal year. No membertloé Board of Directo
attended fewer than 75% of the board meetings pplicable committee meetings.

Each director attended the 2009 annual meetingpokbolders.

Directors' compensation : Each nonemployee director receives $500 for each Board ioédiors meeting attended. Members of the Compgimsand Audi
Committees generally each receive $100 per meatiegded. However, where both Compensation andt Aainmittee meetings are held at the same gathenty
$100 is paid to directors attending both committesetings. Additionally, for the fiscal year endgelptember 30, 2009, each non-employee directoivezta non-
statutory stock option to acquire 2,000 sharesaimon stock at an exercise price of $1.15.

Audit Committee Report : Good Times Restaurant's management is responsiblee internal controls and financial reportinggess for Good Times Restaurants.
The independent accountants for Good Times Resttuaae responsible for performing an independedit ®f the financial statements in accordance weherally
accepted auditing standards and to issue a repdhose financial statements. The Audit CommiteeSponsibility is to monitor and oversee thesegsses.

In this context, the Audit Committee met with maeagnt and the independent accountants to reviewliandss the Good Times Restaurants financialretiés for
the fiscal year ended September 30, 2009. Managempresented to the Audit Committee that therfoia statements were prepared in accordance \&itlerglly
accepted accounting principles, and the Audit Cattermihas reviewed and discussed the financialnstates with management and the independent accdantan

The Audit Committee has discussed with the indepahdccountants matters required to be discuss&ddtgment on Auditing Standards No. 61, Commuinicat
with Audit Committees. The Audit Committee hasoalsceived the written disclosures and the lettanfthe independent accountants required by afpéca
requirements of the Public Company Accounting OgétsBoard regarding the independent accountaatshtunications with the Audit Committee concerning
independence and the Audit Committee discussedthétindependent accountants that firm's indepeselen

Based on the Audit Committee's review and discussieferred to above, the Audit Committee recomrednid the Board of Directors that the audited faial
statements be included in the Good Times Restaufemiual Report on Form 10-K for the fiscal yeadeth September 30, 2009 for filing with the SEC.

Executive officers :The executive officers of Good Times Restaurargsasrfollows:

Name Age Position Date Began With Company
Boyd E. Hobacl 54 President & CEC September 198
Susan M. 51 Controller September 1987
Knutson
Scott G. LeFeve 51 VP of Operation: September 198

Boyd E. Hoback See the description of Mr. Hoback's business iapee under "Directors".
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Susan M. Knutsohas been Controller since 1993 with direct resglityi for overseeing the accounting departmentjmtaning cash controls, producing budg
financials and quarterly and annual reports regluicebe filed with the Securities and Exchange Cdssion, acting as the principal financial officdrtbe Compan)
and preparing all information for the annual audit.

Scott G. LeFevehas been Vice President of Operations since Aut@85, and has been involved in all phases of opastvith direct responsibility for restaur
service performance, personnel and cost controls.

Executive officers do not have fixed terms and setthe discretion of the Board of Directors. rEhare no family relationships among the executifieers,
directors or director nominees.

Code of ethics: Good Times Restaurants has adopted a Code oh@&ssiConduct which applies to all directors, oficemployees and franchisees of Good T
Restaurants. The Code of Business Conduct wakViith the SEC as an exhibit to the Annual ReparForm 10-KSB for the fiscal year ended SeptemBe2803.

Item 11. Executive Compensation

Executive CompensationThe following table sets forth compensation infotiora for 2009 and 2008 with respect to the nameztetive officers:

Summary Compensation Table for 2009 and 2008

Non-Equity 1 The amount indicated for Mr. H:
Incentive Nonqualified include; an automobile allowance
Name and Stock |Option|  pjan Deferred | All Other o .%'Sta.‘b""y and 401(K) Plan ma
L . . . contributions.
Principal Salary |BonugAwardgAward§ compensatiol CompensatiolCompensatio o
Position |Yeanl $ $ $ $3 $ Earnings 4 $ Total $| 2 |Tr;je amount tlndlczt_led f(ljlr Mr. Le
z includes an automobile allowance
Boyd E.  2009162,08: _ — 25,118 — — 16,0731 203,274 term disability, personal expense
EOb"’_‘gk ¢ 401(K) Plan matching contributions.
resiaen
and Chief 3 The value of stock option a

shown in this column include

Exgcutlve - - - - 1 amounts expensed in the Con
Officer 2008193,40( 17,436 17,754 228,59( financial statements in 2008 and 2(
equity awards in accordance wi

Scott G.  2009101,667 _ _ 9,979 _ _ 11,4772 123,123 guidance of FASB ASC 718-10
LeFever Compensation -Stock Compensi
Vice excluding any estimate for forfeil
: The Company's accounting treatm:
President and assumptions made in the val
of - - - of, equity awards is set forth in Not
Operation:2008119,77¢£ 5,481 5,277 11,2622 141,799 the notes to the Company's

consolidated financial statements ir
in the Company's Annual Report on Form 10-K forfieeal year ended September 30, 2009. There memption awards re-priced in 2009.

There were no shares of SARs granted during 20@9@8 nor has there been any nonqualified defeoatpensation paid to any named executive officarsng 200
2008. The Company does not have any plans thatderdor specified retirement payments and benefitfollowing or in connection with retirement.
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The following table sets forth information as ofpp&amber 30, 2009 on all unexercised options presljoawarded to the named executive officers:

Outstanding Equity Awards at 2009 Fiscal Yea-End

Opti Stoc
Awards Awards
Equity
Equity Incentive
Incentive Plan
Plan Awards:
Equity Number Market Awards: Market or
Incentive of Value  Number Payout
Plan Shares of of Value of
Awards: or Units Shares Unearned Unearned
Number of  Number of Number of of or Units  Shares, Shares,
Securities Securities  Securities Stock of Stock Units or Units or
Underlying  Underlying  Underlying That That Other Other
Unexercised Unexercised Unexercised Have Have Rights Rights
Options - Options - Unearned  Option Option Not Not  That Have That Have
Exercisable Unexercisable Options Exercise Expiration Vested Vested Not Not
Name #) #) #) Price $ Date #) ($)  Vested (# Vested ($
Boyd E. 19,231 - - $3.12  10/01/09 - - - -
Hoback 2,500 - - $1.38 10/01/10 - - - -
50,000 - - $1.75 10/01/11 - - - -
3,750 - - $2.70 10/01/12 - - - -
3,900 - - $3.60 10/01/13 - - - -
12,000 - - $3.11 10/01/14 - - - -
8,500 - - $5.68  10/01/15 - - - -
5,700 13,300(1) - $6.38  11/17/16 - - - -
0 28,503(2) - $1.47  11/14/18 - - - -
Scott G. 1,260 - - $2.70 10/01/12 - - - -
LeFevel 2,580 - - $3.60 10/01/13 - - - -
5,750 - - $3.11 10/01/14 - - - -
5,750 - - $5.68  10/01/15 - - - -
1,725 4,025 - $6.38  11/17/16 - - - -
0 17,0072 - $1.47  11/14/18 - - - -

he options were granted on November 17, 2006. ssy continued employment with the Company, theehander the option agreements will become exariggp
isting schedule which began on November 17, 266%rwing through November 17, 2010, whereby optieest per the following schedule: 10% on Novenifyer20
Iditional 20% on November 17, 2008; an additi@® on November 17, 2009; and an additional 40%l@avember 17, 201(

he options were granted on November 14, 2008. sgy continued employment with the Company, theehander the option agreements will become fulreise
ovember 14, 201!
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ollowing table sets forth compensation infotioa for 2009 with respect to directo

Director Compensation Table for Fiscal Year 200!
Fees : o
; Non-Equity | Nonqualified
Option X All Other
Name | or baid | Awads| Awards| Incentive Plan  Deferred | comoenliod Totals
in Cash| (%) )12 Compensatior) Compensatior $3
%) (%) $) Earnings $
Geoffrey R.
Bailey 2000 | - | 1949 - - : 3,949
Ron Goodsol | 2,000 - 1,949 - - - 3,949
David Grisser | 2,000 - 1,949 - - - 3,949
Eric W.
Reinharc 1000 |~ | 194 ) J 2,000 4,949
Richard J.
Stark 2,000 - 1,949 - - i 3,949
Alan A. Teran | 2,000 - 1,949 - - - 3,949
Boyd E. i ) i 0
Hoback? : : :

1 The value of stock option awards shown iis #tolumn includes all amounts expensed in the Goys financial statements in 2009 for equity awan

accordance with the guidance of FASB ASC 718-10@0mpensation Stock Compensation, excluding any estimate fofefares. The Company's accoun
treatment for, and assumptions made in the valuaifoequity awards are set forth in Note 1 of tlmes to the Company's 2009 consolidated finant&#emsent
included in the Company's Annual Report on FornKifor the fiscal year ended September 30, 200%ré& were no option awards re-priced in 2009.

2 As of September 30, 2009, the following directoedhoptions to purchase the following number ofrebaf our common stock: Mr. Bailey 12,000 shahkés

Goodson 10,000 shares; Mr. Grissen 10,000 sharefRéinhard 14,500 shares; Mr. Stark 12,000 shatesTeran 12,000 shares; and Mr. Hoback 128,1%8esh

8 The amount indicated for Mr. Reinhard included apemse allowance for a part of the fiscal yearignrble as Chairman.

4 Mr. Hoback is an employee director and does nativecadditional fees for service as a member oBthard.
A description of the standard compensation arrargesn(such as fees for committee service, sergahairman of the board or a committee, and meetitggdance
is set forth in the section entitled "Directors'@ensation" above.

Employment Agreement: Mr. Hoback entered into an employment agreeméiht us in October 2001 and the terms of the agre¢mere revised effective Octol
2007 for compliance with Section 409A of the IntdrRevenue Code. The revised agreement providdif@mployment as president and chief executffieev for
two years from the date of the agreement at a minirsalary of $190,000 per year, terminable by ug for cause. The agreement provides for payménhe year'
salary and benefits in the event that change ofeosimip control results in a termination of his eayphent or termination other than for cause. Thigament renev
automatically unless specifically not renewed by Board of Directors. Mr. Hoback's compensatianluding salary, expense allowance, bonus and quifyeaward
is reviewed and set annually by the Compensatiomr@ittee. Mr. Hoback's bonus, when applicable,dseal on the Company's achieving certain Earnindsré
Interest, Taxes, Depreciation and Amortization ('HBA") targets for the year.

Other Employment Arrangements: Mr. LeFever is employed as an "employee at walitd does not have a written employment agreemidigt.compensatio
including salary, expense allowance, bonus andemyujty awards, is reviewed and approved by the Gomsation Committee annually. He participates loaut
program that is based on both the company's |6MeBST DA for the year and achieving certain opergtmetrics and sales targets.
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Item 12. Security Ownership of Certain Berficial Owners and Management and Related StockholdeVatters

Ownership of common stock by principal stockholdersand management The following table shows the beneficial ownersbifshares of Good Times Restaur.
common stock as of December 15, 2009 by each pérsmnn by Good Times Restaurants to be the beaéfisiner of more than five percent of the shareSobc
Times Restaurants common stock, each director aold executive officer named in the Summary Compenrsdable, and all directors and executive officas
group. The address for the principal stockholdes the Directors and Officers is 601 Corporatel€jrGolden, CO 80401.

Number of shares Percent of



Holder

Principal stockholders beneficially owned class**
The Bailey Company, LLLI 821,5121 21.07%
The Erie County Investment Co. 1,016,191 26.07%
Commonwealth Equity Services LLP 316,5132 8.12%
Paul T. Bailey 1,074,1923 27.55%
Directors and Officers

Geoffrey R. Bailey, Director 23,300% *
Ron Goodson, Director 214,497° 5.48%
David Grissen, Director 231,99¢6 5.90%
Boyd E. Hoback, Director, President and Chief Exieeu

Officer 144,9947 3.59%
Scott G. LeFever, Vice President, Operations 21,4138 *
Richard J. Stark, Director 62,1039 1.58%
Alan A. Teran, Director 113,20610 2.88%
Eric W. Reinhard, Chairman 314,00011 7.94%

All directors and executive officers as a group

(9 persons including all those named abc 1,144,73€12 26.73%

1 The Bailey Company is 99% owned by The Erie Countgestment Co., which should be deemed the beméfisiner of Good Times Restaurants common ¢
held by The Bailey Company. The Erie County Inmesit Co. also owns 194,680 shares of Good TimetaResits common stock in its own name. Geoffre
Bailey is a director and executive officer of TheieECounty Investment Co. Geoffrey R. Bailey disels beneficial ownership of the shares of Good €E
Restaurants common stock held by The Bailey CompadyThe Erie County Investment Co. See footndiel8w.

2 The information as to Commonwealth Equity Servite® ("Commonwealth”) and entities controlled difgadr indirectly by Commonwealth is derived in ¢
from Schedule 13G, as filed with the Securities Exdhange Commission on December 23, 2005 and raoshtly amended on February 11, 2009, and infoom
furnished to Good Times separately by Commonwealth.

3 Includes 821,512 shares beneficially owned by Thi#eB Company and 194,680 shares held of record@it®y Erie County Investment Co. Paul T. Baileyhie
principal owner of The Erie County Investment Cadanay be deemed the beneficial owner of shared lnelThe Erie County Investment Co. and The B
Company. Paul T. Bailey disclaims beneficial ovatégp of the shares held by The Erie County Investn@®. and The Bailey Company. Paul T. Baileyhis tathe
of Geoffrey R. Bailey.

4 Includes 14,000 shares underlying presently exapbisstock options.

5 Includes 12,000 shares underlying presently exatésstock options and 2,497 warrants to purchiasi.s
6 Includes 12,000 shares underlying presently exabtésstock options and 19,999 warrants to purchess.
Includes 100,002 shares underlying presently esabde stock options

8 Includes 21,413 shares underlying presently exalptésstock options

9 Includes 14,000 shares underlying presently exabtésstock options and 15,003 warrants to purchess.
10 |ncludes 14,000 shares underlying presently exaltsstock options and 17,501 warrants to purchizmssk
11 Includes 16,500 shares underlying presently exalisstock options and 37,500 warrants to purchismek

12 Does not include shares held beneficially by ThéegaCompany and The Erie County Investment Cothtise shares were included, the number of s
beneficially held by all directors and executivéigdrs as a group would be 2,160,928 and the p&gerof class would be 50.46%.

* Less than one percent.

** Under SEC rules, beneficial ownership includeaes over which the individual or entity has vgtor investment power and any shares which theviehaal or
entity has the right to acquire within sixty days.
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The information required by this Item concerningisdies authorized for issuance under equity campgon plans is incorporated by reference to tiiermatior
provided under the caption "Disclosure with Resgecthe Company's Equity Compensation Plan" in Rartitem 5 - Market for Common Equity and Rela
Stockholder Matters, included in this Form 10-K.

Item 13. Certain Relationships and Relate@ransactions and Director Independence.

In February 2005, we issued 1,240,000 shares ofeties B Convertible Preferred Stock, includin@,080 shares to The Erie County Investment Coubatantie
holder of our common stock and member of The BaBegup. In June 2006, we exercised our mandatonyersion rights under the terms of the Serieséeprec
stock to convert all of those shares into a tofdl,840,000 shares of our common stock. Underatireements for the Series B preferred stock fimacrhe Baile
Group currently has the right to elect three doest provided that two directors meet the NASDA@ependence standards. Furthermore, the othertarses the
Series B preferred stock financing currently halre tight to elect three directors. The number wéador positions subject to these provisions wlificreas
proportionally to the extent that the original isters sell or otherwise transfer the common stot which the Series B shares have been conveAedadditiona
provision of the Series B preferred stock financiagtricts, for as long as the original investootdhat least twahirds of the common stock into which the Serie
shares have been converted, our ability to incré@sesize of the Board of Directors above seveeatlirs unless we first receive approval from thielérs of at lea:
threefourths of all outstanding shares of common stoGleoffrey R. Bailey, Richard J. Stark and Alan Aerdn are the current directors designated by Thiey
Group, and Ron Goodson, David Grissen and Eric ¥ihlrard are the current directors designated byther investors. Geoffrey R. Bailey is a direabThe Erit
County Investment Co., which owns 99% of The Bail®ympany. The Bailey Company and The Erie Countes$tment Co. are principal stockholders of
Geoffrey R. Bailey's father, Paul T. Bailey, is firencipal owner of The Erie County Investment Co.

Our corporate headquarters are located in a bgildinned by The Bailey Company and in which The &aiCompany also has its corporate headquarters
currently lease our executive office space of apipmately 3,693 square feet from The Bailey Compémyapproximately $55,000 per year. The lease rex
September 30, 2009 and we continue to lease thee gpaa month to month basis.

The Bailey Company is also the owner of one frasethiGood Times Drive Thru restaurant which is ledan Loveland, Colorado and was the owner of one
franchised restaurant in Thornton, Colorado whies wlosed in October 2009. The Bailey Company htered into two franchise and management agreenétits
us. Franchise royalties and management fees pdierihose agreements totaled approximately $7806094,000 for the fiscal years ending Septer@a®e2009
and 2008, respectively.

In April 2009 the Company entered into a loan agreet with Golden Bridge, LLC ("Golden Bridge"), suant to which Golden Bridge made a loan of $185§00
the Company. Eric Reinhard, Ron Goodson, Davidgsen, Richard Stark, and Alan Teran, who are athbegs of the Company's Board of Directors and stolzlers
of the Company, are the sole members of GoldengBricEric Reinhard is the sole manager of Goldeddg®r The Company's obtaining of the Loan fromdeal
Bridge and related transactions were duly appravedivance by the Company's Board of Directorshigydffirmative vote of members thereof who did Imate an
interest in the transaction. Total interest aochmitment fees paid under this agreement were appetely $12,000 for fiscal 2009. The amount duectated partie
under this agreement that is included in notes Iplayaas $185,000 at September 30, 2009. See Nattevie for the terms of the loan.

In August 2008 we announced the suspension of dprednt of Good Times restaurants under a 2007 Dprent Agreement with Zen Partners LLC, in whictvid
Grissen, a significant stockholder and a membewuoBoard of Directors, has a 20% ownership interd® restaurants have been developed under teemgnt. W
may reevaluate expansion discussion with Zen PartrleC as conditions impacting our sales trends,tfacroeconomic environment and credit marketsgdan

Section 16(a) beneficial ownership reporting compdince: Under Section 16(a) of the Securities Exchangeohd934, directors, executive officers and persshe
own more than ten percent of Good Times Restaucamsnon stock must disclose their initial beneficlnership of the common stock and any changésan
ownership in reports which must be filed with tHeCSand Good Times Restaurants. The SEC has desihspécific deadlines for these reports and Goowegi
Restaurants must identify in this proxy statembosé persons who did not file these reports when du

Based solely on a review of the reports filed v@hod Times Restaurants and written representatenesved from reporting persons Good Times Restdsifzelieve
that during the fiscal year ended September 309 20i(Gection 16(a) filing requirements for itsioérs, directors, and more than ten percent shideteowere
complied with on a timely basis.

Item 14. Principal Accountant Fees and Seites
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INDEPENDENT PUBLIC ACCOUNTANTS : The Board of Directors appointed HEIN & ASSOCIATEBP as Good Times Restaurants' independent auditc
the fiscal year ended September 30, 2008 and fyszal 2009, and to perform other accounting sesvidgRepresentatives of HEIN & ASSOCIATES LLP arpentel
to be present at the annual meeting of sharehgldex will have the opportunity to make a statemgtitey so desire and to respond to appropriateesiolde
questions.

Audit Fees : The aggregate fees billed for professional servieagered by HEIN & ASSOCIATES LLP for its auditthle Company's annual financial statement
the fiscal year ended September 30, 2009, anceitews of the financial statements included in @@mpany's Forms 1Qs for fiscal year 2009 were $86,:
compared to $75,593 in fees for the fiscal yeaedrzD08.

Audit Related Fees:There were no aggregate fees billed by HEIN & AS®IES LLP for assurance and related services thatraasonably related to -
performance of the audit or review of our finanatdtements and are not reported under "Audit Feeghe fiscal years ended September 30, 200%5&pdember 3
2008.

Tax Fees:The aggregate fees billed by HEIN & ASSOCIATES LId? the preparation and review of the Company'sréamrns for the fiscal year ended Septer
30, 2009 were $11,350 compared to $10,900 in feethé fiscal year ended September 30, 2008.

All Other Fees : The aggregate fees billed to Good Times Restaufantdl other services rendered by HEIN & ASSOCES LLP for fiscal year 2009 were $12,!
compared to $10,806 in fees for the fiscal yeaedrBeptember 30, 2008. These fees are relatedab(k) plan audit .

Audit Committee: Policy on Pre-Approval Policies of Auditor Servicénder the provisions of the Audit Committee Ckartll audit services and all permitted non-
audit services (unless subject to a de minimis jeti@e allowed by law) provided by our independeunditors, as well as fees and other compensatidretpaid ti
them, must be approved in advance by our Audit Citeen All audit and other services provided byINE ASSOCIATES LLP during the fiscal year enc
September 30, 2009, and the related fees as d&twdmve, were approved in advance in accordanite SEC rules and the provisions of the Audit Conter
Charter. There were no other services or produat¢ided by HEIN & ASSOCIATES LLP to us or relatisbs during the fiscal year ended September 30 280ef

as discussed above.

Auditor Independence : The Audit Committee of the Board of Directors hassidered the effect that the provision of the isex described above under the caj
"All Other Fees" may have on the independence ofNH& ASSOCIATES LLP. The Audit Committee has detgmed that provision of those services is compe
with maintaining the independence of HEIN & ASSOCES LLP as the Company's principal accountants.
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PART IV

ltem 15. Exhibits, Financial Statement Scluiles.

The following exhibits are furnished as part okthéport:

Exhibit Description

3.1 Articles of Incorporation of the drgtrant (previously filed on November 30, 1988Eadibit 3.1 to the registrant's Registration Stagatron Form Si8
(File No. 33-25810-LA) and incorporated herein bference)

3.2 Amendment to Articles of Incorpdoat of the Registrant dated January 23, 1990 (presty filed on January 18, 1990 as Exhibit 3.1He tegistrant
Current Report on Form 8-K (File No. 000-18590) amzbrporated herein by reference)

3.3 Amendment to Articles of Incorpaoat (previously filed as Exhibit 3.5 to the regéit's Annual Report on Form XEB for the fiscal year end
September 30, 1996 and (File No. 000-18590) inaated herein by reference)

3.4 Restated Bylaws of Registrant d&tedember 7, 1997 (previously filed as Exhibit 8o&he registrant's Annual Report on FormK®B for the fiscal ye:
ended September 30, 1997 (File No. 000-18590) meatporated herein by reference)

3.5 Restated Bylaws of Registrant, aseenas of August 14, 2007 (previously filed as BkI8/1 to the registrant's current report on F@&d dated Augus
14, 2007 (File No. 000-18590) and incorporated indog reference)

4.1 Certificate of Designations, Preferes, and Rights of Series B Convertible Prefer&tock of Good Times Restaurants Inc. (previofiy as Exhibit

to the Amendment No. 6 to Schedule 13D filed by Ene County Investment Co., The Bailey Companyl.Bland Paul T. Bailey (File No. 0082729
on February 14, 2005 and incorporated herein Breete)

10.1 Registration Rights Agreement dakey 31, 1996 regarding registration rights of tleenenon stock issuable upon conversion of the Séri€onvertible
Preferred Stock (previously filed as Exhibit 10tb5he registrant's Annual Report on FormKI8B/A for the fiscal year ended September 30, 109k
No. 000-18590) and incorporated herein by reference

10.2 Amendment and Agreement regardimieSe\ Convertible Preferred Stock by and betweeodsTimes Restaurants Inc. and The Bailey Compartgc
December 3, 1997, effective as of October 31, 1p8&viously filed as Exhibit 10.13 to the registtarAnnual Report on Form 1KSB for the fiscal ye:
ended September 30, 1997 (File No. 000-18590) memtporated herein by reference)

10.3 Office lease (previously filed ashibit 10.12 to the registrant's Annual Report omrd0-KSB for the fiscal year ended September 83981(File No. 000-
18590) and incorporated herein by reference)

10.4 1992 Incentive Stock Option Planaasended (previously filed as Exhibit 4.9 to thgiseant's Annual Report on Form KB for the fiscal year end
September 30, 1998 (File No. 000-18590) and inaated herein by reference)

10.5 1992 Non-Statutory Stock Option Pkasamended (previously filed as Exhibit 4.10h® tegistrant's Annual Report on Form 8B for the fiscal ye:
ended September 30, 1998 (File No. 000-18590) memtporated herein by reference)

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

10.7 Wells Fargo Credit Agreement (presly filed as Exhibit 10.17 to the registrant's AahReport on Form 18SB for the fiscal year ended Septembel
2003 (File No. 000-18590) and incorporated hergingberence)

10.8 Form of Option Agreement (previouBlgd as Exhibit 10.18 to the registrant's Ann&adport on Form 1®SB for the fiscal year ended Septembet
2004 (File No. 000-18590) and incorporated hergingberence)

10.9 Form of Option Grant Notice (predtufiled as Exhibit 10.19 to the registrant's AahReport on Form 18SB for the fiscal year ended Septembel
2004 (File No. 000-18590) and incorporated hergindference)

10.10 Cash Bonus Plan for Boyd Hobackyjprssly filed as Exhibit 10.20 to the registramtisnual Report on Form 1BSB for the fiscal year ended Septen

30, 2004 (File No. 000-18590) and incorporated indog reference)
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10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

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

Securities Purchase Agreements igusly filed on the registrant's Current Report Borm 8-K dated January 3, 2005 (File No. U@%90) an
incorporated herein by reference)

Amendment to Securities Purchaseeément (previously filed as Exhibit 10.1 to theisggnt's Form 8-K Report dated January 27, 2008 (fo. 000-
18590) and incorporated herein by reference)

2001 Stock Option Plan, as amengeeviously filed as Exhibit 99.1 to the registranRegistration Statement on Form8SHed on May 23, 20C
(Registration No. 333-125150) and incorporated indog reference)

Registration Statement (previoushdfon the registrant's Registration StatemenForm S-3 filed on February 17, 2005 (Registratiam R33122890
and incorporated herein by reference

Amendment No. 1 to Registration Stegnt (previously filed on the registrant's Regisbn Statement on Form 3filed on April 4, 2005 (Registration N
333-122890) and incorporated herein by reference

Conversion of Series B Convertiblef@red Stock (previously filed as Exhibit 99.1the registrant's Form 8-K Report dated June 8646@e No. 000-
18590) and incorporated herein by reference)

Loan Agreement and Promissory Npteviously filed as Exhibit 10.1 and 10.2 to thgis&rant's Form 8-K Report dated August 7, 2006e(Rio. 000-
18590) and incorporated herein by reference)

Acceleration of Vesting of Stock @ps and Form of Resale Restriction Agreement (presly filed as Exhibit 10.1 to the registrant'sriRo8-K Repor
dated August 8, 2006 (File No. 000-18590) and ipooated herein by reference)

Expansion of Loan Agreement and Bssany Note (previously filed as Exhibit 10.1 an@lZ to the registrant's Formk8-Report dated March 15, 20
(File No. 000-18590) and incorporated herein bemefice)

Loan Agreement and Promissory Npteyiously filed as Exhibit 10.1 and 10.2 to thgisérant's Form 8-K Report dated May 7, 2007 (Wi 000-
18590) and incorporated herein by reference)

Amendment No. 1 to Loan Agreememnt Bromissory Note (previously filed as Exhibit 1@id 10.2 to the registrant's FornK8eport dated May 1
2007 (File No. 000-18590) and incorporated hergingference)

2008 Omnibus Equity Incentive Congagion Plan (previously filed as Exhibit 10.1 he tregistrant's Form B-Report dated January 29, 2008 (File
000-18590) and incorporated herein by reference)

Employment Agreement of Boyd E. Hibépreviously filed as Exhibit 10.1 to the regisit's Form 8-K Report dated January 29, 2008 (Rde 000-
18590) and incorporated herein by reference)

Letter Agreement between Good Tiese Thru Inc. and CEDA Enterprises, Inc. (prewsbufiled as Exhibit 10.1 to the registrant's FOBAX Repor
dated March 12, 2008 (File No. 000-18590) and ipoated herein by reference)

Letter Agreement between Good Timéase Thru Inc. and CEDA Enterprises, Inc. and GiJestments, LLC (previously filed as Exhibit 1a the
registrant's Form 8-K Report dated March 12, 200k (No. 000-18590) and incorporated herein byresfee)

Amended and Restated Loan Agreelfpeaviously filed as Exhibit 10.1 to the registrarfform 8-K Report dated July 2, 2008 (File No.-A8890) an
incorporated herein by reference)

Promissory Note by Good Times Drifeu Inc. and Good Times Restaurants Inc. payablPRGI I, LLC (previously filed as Exhibit 10.2 tine
registrant's Form 8-K Report dated July 2, 200&(Rio. 000-18590) and incorporated herein by refeeg

Departure of Management Employeesnsfer of Development Rights and Suspension ofEsipn (previously filed in the registrant's Forak &epor
dated June 26, 2008 (File No. 000-18590) and irarated herein by reference)

Suspension of Development Agreemesttiously filed as Exhibit 10.41 to the registtarfform 10-KSB Report dated December 26, 2008 (#ide000-
18590) and incorporated herein by reference)

Results of Operations, Triggeringeilit¢ and Other Events (previously filed as thestegmt's Form 8-K Report dated January 20, 200 (Ro. 000-
18590) and incorporated herein by reference)

Loan Agreement, Promissory Note, Nt Intercreditor Agreement and First AmendmenAmended and Restated Promissory Note (previdilsly as
Exhibits 4.1, 10.1, 10.2, 10.3 and 10.4 to thestegit's Form 8-K Report dated April 20, 2009 (Nie. 000-18590) and incorporated herein by refezgnc
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgfeaAct, the registrant caused this report to geesd on its behalf by the undersigned, thereunkp aluthorized.

GOOD TIMES RESTAURANTS INC.

Date: December 29, 20( /s Boyd E. Hobac|

Boyd E. Hoback

President and Chief Executive Offic

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

/sl Eric W. Reinhar: /s/ Boyd E. Hobac

Eric W. Reinhard, Chairme Boyd E. Hoback, Directc

and Chief Development Officer and President and CEO

Date: December 29, 20( Date: December 29, 20(

/s/ Geoffrey R. Baile /s/ Susan M. Knutsc

Geoffrey R. Bailey, Directc Susan M. Knutson, Controller a
Date: December 29, 2009 Principal Financial Officer

Date: December 29, 20(

/s/ Ron Goodso /s/ Richard J. Star

Ron Goodson, Director Richard J. Stark, Director
Date: December 29, 20( Date: December 29, 20(
/s/ David Grissel /s/ Alan A. Terai

David Grissen, Director Alan A. Teran, Director
Date: December 29, 20( Date: December 29, 20(
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Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

I, Boyd E. Hoback, certify that:

1.

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

Based on my knowledge, this report doascontain any untrue statement of a material éaaimit to state a material fact necessary to niakestatemen
made, in light of the circumstances under whicthsstatements were made, not misleading with respebe period covered by this report;

Based on my knowledge, the financiatesteents, and other financial information includecdthis report, fairly present in all material restgethe financit
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report;

The registrant's other certifying offi@nd | are responsible for establishing and maiirtg disclosure controls and procedures (as défineExchange A

Rules 13a-15(e) and 15d-15(e)) and internal comtvel financial reporting (as defined in Exchange Rules 13a-15(f) and 15tb(f)) for the registrant ai
have:

(@) Designed such disclosure controls amaqxures, or caused such disclosure controls ayekgures to be designed under our supervisiomdare
that material information relating to the registraimcluding its consolidated subsidiaries, is ma&mewn to us by others within those entit
particularly during the period in which this repartbeing prepared;

(b) Designed such internal control over ficial reporting, or caused such internal contr@rdinancial reporting to be designed under outesupion, tc
provide reasonable assurance regarding the réfjabi financial reporting and the preparation @fiancial statements for external purpose
accordance with generally accepted accounting iples;

(©) Evaluated the effectiveness of the itegiig's disclosure controls and procedures andepted in this report our conclusions about thectiffeness ¢
the disclosure controls and procedures, as ofeoéthe period covered by this report based @h gvaluation; and

(d) Disclosed in this report any change ie thgistrant's internal control over financial rgjpg that occurred during the registrant's moseng fisce
quarter (the registrant's fourth fiscal quartethea case of an annual report) that has materiffibgted, or is reasonably likely to materially affethe
registrant's internal control over financial rejogt and




The registrant's other certifying offi@nd | have disclosed, based on our most receti@ion of internal control over financial repagi to the registran
auditors and the audit committee of the registsaidiard of directors (or persons performing thewedent functions):

(@) All significant deficiencies and matérnaeaknesses in the design or operation of intezoatrol over financial reporting which are readugdikely to
adversely affect the registrant's ability to reggnibcess, summarize and report financial inforamatand

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

Date: December 29, 2009

/sl Boyd E. Hoback

Boyd E. Hoback

President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION OF THE CONTROLLER

I, Susan M. Knutson, certify that:

1.

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

Based on my knowledge, this report doascontain any untrue statement of a material éaaimit to state a material fact necessary to niakestatemen
made, in light of the circumstances under whicthsstatements were made, not misleading with respebe period covered by this report;

Based on my knowledge, the financiatesteents, and other financial information includecdthis report, fairly present in all material restgethe financit
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report;

The registrant's other certifying offi@nd | are responsible for establishing and maiirtg disclosure controls and procedures (as défineExchange A

Rules 13a-15(e) and 15d-15(e)) and internal comtvel financial reporting (as defined in Exchange Rules 13a-15(f) and 15tb(f)) for the registrant ai
have:

(@) Designed such disclosure controls amaqxures, or caused such disclosure controls ayekgures to be designed under our supervisiomdare
that material information relating to the registraimcluding its consolidated subsidiaries, is ma&mewn to us by others within those entit
particularly during the period in which this repartbeing prepared;

(b) Designed such internal control over ficial reporting, or caused such internal contr@rdinancial reporting to be designed under outesupion, tc
provide reasonable assurance regarding the réfjabi financial reporting and the preparation @fiancial statements for external purpose
accordance with generally accepted accounting iples;

(©) Evaluated the effectiveness of the itegiig's disclosure controls and procedures andepted in this report our conclusions about thectiffeness ¢
the disclosure controls and procedures, as ofeoéthe period covered by this report based @h gvaluation; and

(d) Disclosed in this report any change ie thgistrant's internal control over financial rgjpg that occurred during the registrant's moseng fisce
quarter (the registrant's fourth fiscal quartethea case of an annual report) that has materiffibgted, or is reasonably likely to materially affethe
registrant's internal control over financial rejogt and




The registrant's other certifying offi@nd | have disclosed, based on our most receti@ion of internal control over financial repagi to the registran
auditors and the audit committee of the registsaidiard of directors (or persons performing thewedent functions):

(@) All significant deficiencies and matérnaeaknesses in the design or operation of intezoatrol over financial reporting which are readugdikely to
adversely affect the registrant's ability to reggnibcess, summarize and report financial inforamatand

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

Date: December 29, 2009

/s/ Susan M. Knutson

Susan M. Knutson

Controller




Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

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

In connection with the Annual Report on Form K®f Good Times Restaurants Inc. (the "Companyt)the fiscal year ended September 30, 2009 as
with the Securities and Exchange Commission ondidie hereof (the "Report"), |, Boyd E. Hoback, d@de€ Executive Officer of the Company, and Susatr

Knutson, as Controller of the Company, each hehiifies, pursuant to and solely for the purpos&®U.S.C. 1350, as adopted pursuant to 906 oSgmbanes-
Oxley Act of 2002, that to the best of my knowledgl belief:

Q) The Report fully complies with the regaments of section 13(a) or 15(d) of the Securlirshange Act of 1934 (15 U.S.C. 78m or 780(d)ll an

2) The information contained in the Regaitly presents, in all material respects, thefiicial condition and results of operations of therany.
/s/ Boyd E. Hobac| /sl Susan M. Knutsa
Boyd E. Hobacl Susan M. Knutso

Chief Executive Office Controller (principal financial officer
December 29, 200 December 29, 20C




December 14, 2009

Mr. Fred Gardner

Manager, PFGI II, LLC

1789 Highland Way

Steamboat Springs, CO 80487

Dear Fred;

This letter agreement will define the terms of ateesion and modification to the Amended and Redthban Agreement and Promissory Note between Gouods
Drive Thru Inc. and Good Times Restaurants IncRR&I II, LLC, dated July 1, 2008, as amended onil&fr, 2009. These terms will be incorporatea iah
Amended and Restated Loan Agreement and Promiskuteyeffective as of January 1, 2010.

1.

The maturity date for all outstanding pijpral and interest under the note will be extenebecember 31, 2012.
The interest rate will be fixed at 3% otrez fixed rate charged by Bank of Colorado, 0686
Principal and interest will be due monthsed upon a 25 year amortization of the $2,500n@0e, with the balance due upon maturity.

All of the collateral remains the sameiader the existing loan agreement and the AmendBgg&tated Promissory Note and Loan Agreement will
include restated collateral agreements. Any prdsdrom the sale of any of the collateral willtgaard the payment of outstanding principal onnbge
and the remaining balance will be re-amortized @25 year schedule, with principal and interegapée monthly. No additional draws may be made
on the loan as principal is paid down.

Good Times will pay a .5% loan fee on g2, 2010 and upon the maturity of the note.

Good Times will issue to PFGI II, LLC wants for the purchase of common stock equal to 68teonote ($125,000.00). The exercise price ef th
warrants shall be the average market price oftiheksduring the 20 trading days prior to Januar®.0 and the warrants shall be exercisable until
December 31, 2012. The warrants are detachabitetfie note and if the note is prepaid in full opart, the warrants will remain exercisable forithe
term.

If the terms of this letter agreement are acceptgidease sign where provided below and we wilpare amended note and loan agreements effectiveJasiuary 1,

2010.

Good Times Restaurants, Inc. PFGI I, LLC

Good Times Drive Thru Inc.

/s/ Boyd E. Hobacl /s/ Fred Gardne

Boyd Hoback, President & CE Fred Gardner, Manag




CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ofreport dated December 28, 2009, accompanyingdhsatidated financial statements of Good Times &esants
Inc., also incorporated by reference in the ForB Begistration Statements with registration numk#38-60813, 333-98407, and 333-125150 and Forfh S-

Registration Statement 3322890 of Good Times Restaurants, Inc., and taiieeof our name and the statements with resped,tas appearing under the hea
"Experts" in the Registration Statements.

HEIN & ASSOCIATES LLP
Denver, Colorado

December 28, 2009




