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PART |
ITEM 1. BUSINESS

Overview: Good Times Restaurants Inc., a Nevada corporathmn "Company"), was organized in 1987. The Compangssentially a holding company for its wholly reu
subsidiary, Good Times Drive Thru Inc. ("GTDT"), iwh is engaged in the business of developing, ogyriperating and franchising hamburger-orientededhirough restaurar
under the name Good Times Burgers & Frozen Custitast of our restaurants are located in the framge communities of Colorado but we also havechimed restaurants
Idaho, North Dakota and Wyoming. The terms "Gogdeg", "we", "us" and "our" where used herein réfethe operations of GTDT and of the Company.

Recent Developments: We experienced fairly dramatic same store satefires immediately after the beginning of the ss@an in the spring of 2008 that continued throlagé
spring of 2010 after several years of same stdes sacreases. Beginning in June 2010 our sadgslérbegan to flatten out and have increased #ingest 2010. Beginning
August 2010 and continuing through November 201thaxee experienced monthly same store sales inaed€e4%, 7.4%, 20.3% and 5.4%\hile a portion of the sales increa
have been due to very favorable weather in 2010peoed to 2009, we have experienced increases ndusttomer traffic and our average transaction anas a result of tt
implementation of more price choice across our namiseveral product initiatives. Those initiasiiecluded the implementation of Fresh Cut Frie$\afild Fries in a new cooked-
to-order platform, five $2.89 Craver Combos, hand spustard shakes with seasonal flavors, the intfiolu®f Sweet Potato Fries as a limited time offad other produ
promotions. As discussed below in Concept andri&ss Strategy, we are focusing on sustaining one store sales momentum through improving our eahee proposition for tt
consumer and evolving the brand away from mainstrkamburger quick service restaurants' standaed férthile we are and will remain all about burgéries and frozen custal
we are elevating each category's fresh, handcraftddinique offerings.

In August 2009, the Company began exploring anduatiag strategic alternatives aimed at enhancimyeholder value. Our Board of Directors forme8pecial Committe
comprised of directors Geoff Bailey, Richard Starkd Alan Teran to lead these efforts. In additthe, Company hired Mastodon Ventures, Inc. to gledtrategic advisory servic
and explore strategic alternatives that may furtherlong-term business prospects of the Compadyeovide incremental value to its shareholders.

As previously disclosed in the Company's currepioreon Form & filed on November 3, 2010, the Company enterdd B Securities Purchase Agreement (the "Pur
Agreement"), dated October 29, 2010, with Sma#rdl Investments Limited, a Bermuda corporationl{jSunder which the Company agreed to sell, anlda§teed to purchas
4,200,000 shares (the "Shares") of the Companytemmm stock, par value $0.001 per share (the "ComS8tock”), at a purchase price of $0.50 per shargnoaggregate
$2,100,000 (the "SIl Investment Transaction"). Fhechase Agreement was amended on December 1@t@@larify the scope of Sli's director designatiights following th:
Closing.

On December 13, 2010, following approval of the I8llestment Transaction and related matters byCtvapany's stockholders at a special meeting cétleduch purposes (t
"Special Meeting"), the Company and Sl completegl issuance and sale of the Shares to Sll. Onrileerel3, 2010, the Company and Sll also enteredarRegistration Righ
Agreement, pursuant to which the Company grantédeBtain registration rights with respect to resafl the Shares.

The completion of the SlI Investment Transactiosutied in a change of control of the Company, v8th becoming the beneficial owner of approximatél.4 percent of t
Company's outstanding Common Stock. In additiemsyant to the Purchase Agreement, SlI designatadiew members of the Company's Board of Diredtreplace Richard
Stark, Alan A. Teran, Ron Goodson and David Grisa#rof whom resigned as directors effective ugf@nclosing of the SllI Investment Transaction.

At the Special Meeting, the Company's stockholdése approved a proposal to give our Board disumetiv effect a one-fothiree reverse stock split of the Company's issuel
outstanding Common Stock following the closing leé SII Investment Transaction. The Board subsetyuadopted resolutions approving a onedlaree reverse stock split to
effective as of December 31, 2010.

On February 1, 2010, the Company and GTDT entertedai loan agreement with W Capital, Inc. ("W Calf)i John T. McDonald ("McDonald") and Golden By&l LLC ("Golder
Bridge"), pursuant to which the lenders made Idateding $400,000 to be used for restaurant margeiind other working capital uses of GTDT. Thenlagreement was




subsequently amended as of April 1, 2010 to ren®oklen Bridge as a lender, replacing it with addisl loans from W Capital and McDonald. The aggtegrincipal amour
owing to W Capital and McDonald was paid out of fiteceeds of the SlI Investment Transaction. lditazh, the accrued interest on such loans thraddghember 13, 2010
$39,715 was converted into an aggregate of 79 4&fes of our Common Stock.

In connection with the loans, the Company issuedamés to W Capital and McDonald which entitle thetrany time prior to December 13, 2013 to purchgsé& an aggregate
100,000 shares of our Common Stock at an exercise pf 25% less than the average price of our Comftock during the 20 days prior to exercise,atutot less than $0.75 |
share nor more than $1.08 per share. These wam@main outstanding and exercisable in accordartbetheir terms.

Proceeds of the SlI transaction were also usedpayrthe outstanding principal amount of $185,068 th Golden Bridge on a loan Golden Bridge madé&iécCompany in 2009,
reduce our accounts payable and accrued liabjltiiesay the expenses related to the Sl Investieantsaction, and to increase our working capifdie Sl Investment Transacti
also allowed us to renegotiate the terms and coxertd our loan with Wells Fargo Bank, N.A. ("WeHliargo") and to regain compliance with certainfiicial loan covenants that t
been in default. We had never been in any paychefault under the loan and Wells Fargo agreed ¢emadditional building and equipment collateraékchange for modifying tl
covenants of the loan without affecting our interase or repayment term. As a condition to tlisiag of the SlI Investment Transaction, we ertdento a new Credit Agreeme
and Promissory Note with Wells Fargo effective a&®ecember 13, 2010. The prior financial defabiésl caused us to show the entire balance of thedsa short term liabilit
however, as of September 30, 2010, it is agairelgrgassified as a long term note payable.

SlI's affiliates have ownership interests in othdl service restaurant chains that generate apmrately $75 million in annual revenues. The Sivdstment Transaction m
successfully position the Company to pursue a tgoigform in the restaurant business through aitjoms, new investment and improved economiesalies However, there can
no assurance that any acquisitions or additionedstment will occur.

The shorter term objective for the Good Times braiitlbe to focus on maximizing its profitabilitynd development in our core market of Coloradofidoal 2010, we closed tv
Companyeperated restaurants and a franchisee closed stairant. We continue to evaluate the near teatizeble asset value of each restaurant comparisl ftnger term cas
flow value and we may choose to sell, subleasdasecadditional lower performing restaurants icdis2011as we position the company for growth iw séore development. V
will require additional capital sources to devetafulitional company owned restaurants.

See Financing Activities under the Liquidity andp@al Resources section Part I, tem 7. Managemddiscussion and Analysis of Financial Conditiowl &kesults of Operatio
below for further details of the transactions dixat above.

Concept and Business Strategy We operate with two different formats that haveleed over the course of our history: a small&Q 8& 1000 square foot building without ind
seating that is focused on drive thru service @anddd walk up service; and a 2,400 square foots@& dining room format that has been the modethi® last thirteen restaura
developed in Colorado. We are currently furthéinieg the prototype design to reduce developmestsand improve the return on investment modefufiere companywned an
franchised restaurant expansion with a 1,900 td@s@juare foot, 40 seat dining room design thatoailry forward all of the core design elementswf prior prototype design.

In light of the last two years' sales declines tiegan at the start of the current economic remessgie are primarily focused on maintaining theersanomentum in positive grow
in our existing stores' sales. In addition to tipgrades in the quality and portions of our commltnarger and chicken products in 2009, in fiscal®@& introduced our Fresh (
Fries that are hand cut every day in each restauraddition to our Wild Fries and converted oystems so that we now cook all fries to order. Nsee sacrificed some speec
service but we believe the quality improvementsveigh the additional 20 to 30 seconds the customaéts. We also upgraded our shakes to hand spstardushakes, more tr
doubling our shake sales in the summer of 2010Julre 2010, we introduced our first lower pricechmeategory with our new $2.89 Craver Combos, winictv represents ov
15% of customer transactions.

While our primary value proposition for the consurisederived from the quality and taste of our protd, the current competitive and consumer spenglivironment continues
redefine value expectations within the quick sexviestaurant segment and a larger number of trémsa@re being driven by the availability of metams at lower price points. C
lower priced options are consistent with our brafrdtegy to offer fresh, real, handcrafted foochwihique flavor profiles in our core menu categooéburgers, chicken, fries, froz
custard and fountain products.




We will continue to focus on elevating the attriggibf our menu items that we believe give us ausmpsition in hamburger quick service restauraft@sh All Natural Angus be
that is free from hormones, antibiotics and anitgiroducts in the feed; Fresh Frozen Custard madd fevery few hours in every restaurant; Freshe@rHoney Cured Baco
Fresh Squeezed Lemonade; Fresh Cut Fries; 100%tRre€hicken; and other proprietary recipes anddts. We are working on the preparation systechpatkaging design f
our burgers with the goal of achieving a more Hbthe grill, cooked to order flavor that is morensmon in fast casual and casual theme conceptsrittanck service restaurants.

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

o Values. We strive to build and develop bebavand expectations around what we value mosug@ut the company: integrity, continued improveimenstome
loyalty and respect for each other.

o People. Beginning with our Operating PartReogram, people are our strongest asset. We seélrd high quality people throughout and provitient witt
comprehensive training programs to ensure thatedieed consistently superior products and service.

o Distinctive quality. We strive to offer uniguhighly distinctive tastes with the highest quailigredients available in the quick service restat category.
o Excellent systems. We strive to provide thstlsystems and processes in every area to fremanagement to focus on leading their people.

Offer high quality, unique menu items that provaeeptional value. Our restaurants feature memastthat are unique in the quick service segmeut flavor profiles that a
associated more with casual theme restaurantsvifirfast food. Whenever possible, products suptir brand umbrella of "fresh, high quality ingeeds" such as fresh froz
custard made fresh throughout the day in everpueant, 100% all natural beef, fresh squeezed lan®rgrilled honey cured bacon, sliced Bermudarsémd toppings such as |
guacamole, grilled pineapple and sautéed mushro@ash menu category has signature recipes withifteverent names that build Good Times' tratitional personality such
Wild Fries with Wild Dippin Sauce, Big Daddy Bacd&@heeseburger, Mighty Deluxe, Burnin' Buffalo Chickand Cappuccino Mocha Joe, Raspberry Torte araivBérn
Cheesecake Addiction Custard Spoonbenders. Wénaerto make significant changes to our entire nterlaverage our heritage of quality products angdsition the Good Tim
brand for a more unique and highly differentiatedsumer experience. Those product and system chamgede the following:

a. The introduction of fresh, never frozah,natural, purebred Angus beef for all of ourdmrs. The beef is Certified Humanely Raised, i@aser had antibiotics
growth hormones, and is vegetarian fed.

Introduced a line of five Craver Combamsilable at $2.89 for a double cheeseburger @kehi sandwich, fresh cut or Wild fries and a 1&aft drink.

Introduced fresh, hand spun custardeshalith rotating seasonal flavors.

Introduced Sweet Potato Fries, Red Htealvberry Lemonade, the Pawbender and other gtapyiitems as limited time offerings.

Reworked our chicken category with 1df¥%ast meat sandwiches and tenders with revisedrffaofiles that are unique to fast food.

Introduced Fresh Hand Cut Fries, madly ilmm whole Idaho russet potatoes & seasoneti géa salt.

Refining and elevating our custard flawbthe day program and iconic Spoonbender flavors

e~ pooyo

Establish a unique brand position in quick servestaurants. We aspire to have Good Times starigfoviding food the way it used to be. Good Tenue bringing real food ba
to fast food with pure, wholesome food that tashesway food used to taste." Key brand supporttiat will include attributes such as "Fresh", "Matural”, "Fresh Grilled
"Authentic”, "Homemade", and "Fresh Squeezed" witheme of fresh ingredients and hand crafted food.

Continually improve our fast, friendly, personaktamer service. We strive to optimize and persaaate interaction between our employees and cesmmarticularly at tt
points of order and payment, to build a reputatierhaving the friendliest service. We manage dke fo face interaction with our customers throexgtiensive employee screen
and hospitality training to ensure their experieiscpunctuated by attentive, friendly service. ibgriscal 2009 and 2010 we introduced a new ordicreening and hiring systerr
reduce




our hourly employee turnover and hire team memtiexsexhibit good service attitudes. Additionalle introduced video training tools for the firshé that we believe will enhan
consistent execution of our quality standards. 8g#eservice through our drive thru lanes is imanttto the consumers' need for convenience, taltvays secondary to deliveri
the highest quality product possible. We monitactecar's service time and have developed inceptisgrams for management and employees to maiot@imuick servic
standards.

Build customer loyalty through a unique brand eigege. In addition to fast friendly service aneagrtasting products, we strive to maintain clesafe and appealing faciliti
with a particular emphasis on well groomed landsmapfreshly painted exteriors and merchandisirag thighlights the unique product attributes anddta of our products. W
believe that everything the customer sees, snfedls;s and feels influences their overall impresaiudh the reputation of Good Times and that GoodeElirtarget customer is seek
more out of even a quick service restaurant expegie

Build awareness of the Good Times Burgers & Frazaestard brand. We believe that Good Times has sufistantial brand equity among our customers asdbcome known f
our quality, service and signature tastes, paditylwithin the hamburger category. We believeréhis significant opportunity to continue to butldat reputation within tt
hamburger category by continuing to build a strormesrall value proposition and increase awarenéssir frozen custard and fountain category. Astehpecomes available to
to build out the Colorado market, we plan to sustair media advertising and increase our storel leemmunications, raising our overall awareness buitding a highl
differentiated brand personality.

Continually improve our employees' knowledge andfipiency of our core processes. Our customersegapce is driven by the ability of our managemamtl employees
consistently execute clearly defined processewémyearea of our business. We believe that ourl@yeps' abilities and attitudes are directly ralatie our ability to provide we
designed service, production and operating prosemse effective training that allows them to comdily learn, improve and succeed. We train, tstjfy and retrain all employee
and management on all of our core operating ancagement processes to continually improve levefzaficiency.

Current Fiscal Year Initiatives :

1. Consistently Grow Same Store SaMswill continue to focus on comparable restausaiés driven by increases in guest counts andasesein the average guest che
Same store sales decreased 6.2% in fiscal 2010aredhpo fiscal 2009, however, we experienced gefiaig of those trends in June and July and bemyaeé consecuti
monthly same store sales increases in August thrdlayember of 2010. As of the date of this filimge anticipate that December, 2010 same store géllamaintain tha
increase in consecutive monthly sales. We hopad®ase guest counts throughout fiscal 2011 thraugnultifaceted approach to continually improve the Goaulek
brand experience for our customers by:

. Continuing to communicate our core vaglueposition that is centered on the availabilibhafh quality at lower price choices and smallettipas.

. Shifting our marketing communicationsnfréroadcast media to more store level and tradefacels.

. Introducing both permanent and limitedeiproducts that are only available at Good Times.

. Improving our execution on customer sggvand the delivery of our brand experience throcmfitinual retraining of all of our employees on our standardd

heightened expectations.
. Continuing to reinvest in our existingifaies with a reinvestment in our menu board egsd, exterior signage and selective interior cognmaprovements.

2. Reduce our Cost of Sales: In fiH0 our food and packaging costs increased t@/@5f2estaurant sales from 33.6% in fiscal 200% Htrease was primarily due to
increase in commodity costs as we experienced &mifitrease in our weighted average food and pasgagpsts in fiscal 2010 due mainly to increaselseief, bacon ar
dairy products. We implemented a cumulative tatehu price increase of 6.2% during fiscal 2010; éxev, the menu price increases were not implemamétthe las
four months of the fiscal year. We expect to madoglest price increases in fiscal 2010.

3. Improve our Income from Operatiogsnanaging the profitability of incremental saleswth: In addition to reducing our cost of salé® highest near term return on
capital investment and opportunity for profit impemnent is from increasing sales in our existinga@snts. Historically, depending on the salesima of




each restaurant, we have experienced a 35% to 5fbqontribution on incremental sales. By mamagthe profitability of compounding sales increases believe we c¢
improve our Income from Operations through the apleg leverage on existing assets.

4. Pursue Strategic Alternatives: Asatibed above, the closing of the SlI Investmaanh3action enables us to continue to pursue pesadilitional strategic alternatives
enhance shareholder value and leverage the ctstisdréo our operation as a publicly traded entity.

Expansion strategy and site selection: Our longien tstrategy of becoming a super regional brarslect contiguous markets depends on our abiligotdinue our same store si
trends, on the consumer spending environment artdeoavailability of capital, which is currentlyrited.

Any new development would involve our new prototypstaurant design on sites that are on or adjdodniy box or grocery store anchored shoppingeserin high activity ar
employment areas. Our site selection for new wveatds is oriented toward slightly higher incomendgraphic areas than many of our urban locatiodsnamst of our targeted tra
areas are in relatively high growth areas of thev@e and northern Colorado markets.

We lease most of our sites. When we do purchadedarvelop a site, we intend to sell the developedisto the saldeaseback market under a long term lease. Ourapyirsite
objective is to secure a suitable site, with theiglen to buy or lease as a secondary objectiver Se criteria includes a mix of substantial darkffic, density of at least 30,0
people within a three mile radius, strong daytiropydation and employment base, retail and entertam traffic generators, good visibility and easgess.

Restaurant locations: We currently operate and franchise a total ofyfoine Good Times restaurants, of which fdiitye are in Colorado, with forty in the Denver giex
metropolitan area, three in Colorado Springs, ar@rand Junction and one in Silverthorne.

Denver,
CoO
Greater  Colorado, North
Total Metro Other Idaho  Wyoming Dakota
Company-owned & Co-
developec 25 23 2
Franchisec 17 14 2 1
Dual brand compat- 2 1 1
owned
Dual brand franchised 5 2 2 1
49 40 5 1 2 1
December: 2009 2010
Compan-owned restauran 21 20
Cc-developec 9 7
Franchise operated restaurants 21 22
Total restaurants: 52 49

In October 2009 a franchisee operating a Good Tims&surant in Thornton, Colorado terminated émchise agreement and closed the restaurant. Ioh\N2&10 we closed and sub-
leased one company-owned dual branded restaur@anmmerce City, Colorado. In June 2010 we closedamdeveloped restaurant in Denver, Colorado. AlsaimeJ2010 we so
our general partnership interest in onedexeloped restaurant in Denver, Colorado to thédunpartner who is operating the restaurant uadieanchise agreement. We anticij
that we may close up to three low volume franchissthurants during fiscal 2011.

Menu: The menu of a Good Times Burgers & Frozen Custesthurant is limited to hamburgers, cheeseburghisken sandwiches, French fries, onion ringssHrsqueezed a
frozen lemonades, soft drinks and frozen custasdymts. Each menu item is made to order at the tiva customer places the order and is not preapedp

The hamburger patty is made with Meyer All Natursl,Angus beef, served on a 4" bun. Hamburgeis @reeseburgers are garnished with fresh icebtitgéde fresh sliced swe
red onions, mayonnaise, guacamole, fresh grillateh@ured bacon, and proprietary sauces. The ehipkoducts include a spiced, battered whole museast patty and a grill
seasoned breast patty, both served with mayonndettg&e and tomatoes, and Chicken Dunkers, whelash meat




breaded Tenders. Signature chicken products iediuel Burnin' Buffalo, Guacamole Bacon Chicken, 46@% whole muscle breast meat Dunkers. Equipimesibeen automat
and equipped with compensating computers to defivensistent product and minimize variability pecating systems.

All natural Angus beef is raised without the useanff hormones, antibiotics or animal byproducts #va normally used in the open beef market. W\ that all natural be
delivers a better tasting product and, becauskeofigjorous protocols and testing that are a gatteoMeyer processes, also may minimize the riskny food-borne bacterigelatec
illnesses.

Fresh frozen custard is a premium ice cream (reguin excess of 10% butterfat content and .4%\aaikgs) with a proprietary vanilla blend that is paged from highly specializ:
equipment that minimizes the amount of air thaadsled to the mix and that creates smaller ice agy¢han other frozen dairy desserts. The cussasdooped similarly to hard-
packed ice cream but is served at a lightly warteemperature. The resulting product is smoothearier and thicker than typical soft serve or hzadked ice cream produc
Good Times serves the frozen custard as vanillaadifavor of the day in cups and cones, specialtydaes and "Spoonbenders", a mix of custard amgingg, and we anticipate
will continue to become a larger percentage ofssatewe continue to develop custard products amdengss.

Marketing & Advertising:  Our marketing strategy focuses on: 1) driving pamable restaurant sales through attracting newomess and increasing the frequency of visit
current customers; 2) communicating specific procheevs and attributes to build strong points ofediédnce from competitors; and 3) communicating igws, strong and consist
brand.

Media is an important component of building Goodh&s' brand awareness and distinctiveness. We speradvertising dollars on both television andigatiedia during fisci
2010. The Colorado market is an expensive medi&ehaso most of our advertising placement is ngirime time but in early and late fringe, primeess and late news time slc
As we continue to develop more and more distinciss to Good Times' brand and increase penetrafithe Colorado market, we anticipate we will coog to use med
advertising to increase overall awareness. Howeliging fiscal 2011, we anticipate we will redumer overall advertising expenditures and focus nadreur marketing funds ¢
store level and trade area level communicationaatidities.

Another important component of our marketing e§asgt point-of-sale and on-site merchandising. dtate new four color product point-pfirchase displays every other month
support new product introductions with extensiveehandising. Our restaurants with dining roomsehback-lit and frontit product displays and product messaging througt
Menu boards are kept fresh with new food photogyapid graphics several times throughout the year.

We plan to continue to be active in digital mediarder to create more customer engagement witlstoel Times brand. We anticipate leveraging ostamer email database
website to create cost effective channels to tagisting customers and increase their frequency.

Operations:

Restaurant Management: We have developed Operating Partners in sevéraliorestaurants as we are able to recruit gedliiandidates. We believe that this is a dis
competitive advantage that provides a higher le¥skervice, quality control and stability over tim&he objective of the Operating Partner Prograno ihave each partner develc
relationship with the employees, the customerstaaccommunity at their restaurant and develop aneosghip mentality with commensurate rewards assat@ease over a lon¢
period of time. The program allows an Operatingria to earn 25% of a restaurant's improvemenéash flow over an established baseline. Each Gauds restaurant employs
operating partner or a general manager, one taggstant managers and approximately 15 to 25 gmegsdo most of whom work patitne during three shifts. An eight to ten w
training program is utilized to train restaurantmagers on all phases of the operation. Ongoirgitiais provided as necessary. We believe thaéritive compensation of ¢
restaurant managers is essential to the successr dfusiness. Accordingly, in addition to a salananagerial employees may be paid a bonus based prpficiency in meetir
financial, customer service and quality performaabgectives tied to a monthly scorecard of measufse to our decline in sales in 2009 and 2010hesee shifted most of o
Operating Partners into a more traditional bonas jplased on their performance against the montiolesard metrics.

Operational Systems and ProcessesWe believe that we have some of the best operagistems and processes in the industry. Detpiletksses have been developed for hc
daily, weekly and monthly responsibilities thatveri




consistency across our system of restaurants afiohp@nce against our standards within different parts. We utilize a labor program to determipérpal staffing needs of ea
restaurant based on its actual customer flow amtadd. We also employ several additional operatitous to continuously monitor and improve speédeavice, food waste, for
quality, sanitation, financial management and eyg#odevelopment. We are moving toward automatimyamputerizing as many of these systems as pesstb an integrate
digital management system.

The order system at each Good Times restauramgumed with an internal timing device that disglagnd records the time each order takes to prepatedeliver. The tot
transaction time for the delivery of food at thendow is approximately 30 to 60 seconds during pizaés.

We use several sources of customer feedback toaeatach restaurant's service and quality perficeyancluding an extensive, computerized secrepisér program, custon
comment phone line, telephone surveys and websitenents. Additionally, management uses both ita primary consumer research for product developraadtto determir
customer usage and attitude patterns as well &b plairty market research that evaluates Good Tipe$ormance ratings on several different operatitigbutes against ki
competitors.

Training: We strive to maintain quality and consistencgath of our restaurants through the careful trgimimd supervision of all our employees at all Is\sid the establishmi
of, and adherence to, high standards relating tsopeel performance, food and beverage preparatidmmaintenance of our restaurants. Each managgraomplete an eight to 1
week training program, be certified on several goazesses and is then closely supervised to slthwdomprehension and capability before they albteemanage autonomous
All of our training and development is based upditrain, test, certify, re-train" cycle around sands and operating processes at all levels. \Wdum a semannual performan:
review with each manager to discuss prior perfoiceaand future performance goals. We have a defireskly and monthly goal setting process aroundréuperformance goal
We have a defined weekly and monthly goal settirapgss around service, employee development, fimamanagement and store maintenance goals foy eestaurant. Durir
fiscal 2009 and 2010, we implemented video trainaals to drive training efficiencies and consisten

Recruiting and Retention: We seek to hire experienced restaurant managdr®perating Partners. We support employees l&yinff competitive wages and benefits, includi
401(k) plan, medical insurance, stock options &gional managers and incentive plans at every katlare tied to performance against key goalscdmectives. We motivate a
prepare our employees by providing them with opputies for increased responsibilities and advaresgm We also provide various other incentives|uiting vacations, c.
allowances, monthly performance bonuses and mgnetarards for managers who develop future managersur restaurants. In fiscal 2009 and 2010, mplémented an onlil
screening and hiring tool that has proven to redozely employee turnover.

Franchising: Good Times has prepared prototype area rightdrandhise agreements, a Uniform Franchise DiscéoBwwcument ("UFDD") and advertising material tout#ized
in soliciting prospective franchisees. We seeéttoact franchisees that are experienced restaopanators, well capitalized and have demonstrétebility to develop one to fi
restaurants. We review sites selected for fraeshand monitor performance of franchise units. akée not currently soliciting new franchisees andl mot do so until capiti
becomes more available and we have regained posidime store sales momentum.

We estimate that it will cost a franchisee on agerapproximately $750,000 to $1,100,000 to opeestaurant with dining room seating, including ppening costs and worki
capital, assuming the land is leased. A franchiggieally will pay a royalty of 4% of net sales) advertising materials fee of at least 1.5% ofsad¢s, plus participation in regio
advertising up to an additional 4% of net saless bigher amount approved by the advertising cajper;, and initial development and franchise fealing $25,000 per restaura
Among the services and materials which we providiganchisees are site selection assistance, plahspecifications for construction of the Good &nBurgers and Frozen Cust
restaurants, an operating manual which includedymtospecifications and quality control procedutesining, onsite opening supervision and advice from time eetirelating t
operation of the franchised restaurants.

After a franchise agreement is signed, we actiwalyk with and monitor our franchisees to ensuresssful franchise operations as well as compliaviteGood Times systems &
procedures. During the development phase, wetassithe selection of sites and the developmenpraitotype and building plans, including all reqdirehanges by loc
municipalities and developers. We provide an apgriéam of trainers to assist in the opening ofréetaurant and training of the employees. Wesadthe franchisee on me
management training, marketing, and employee dpwaat. On an ongoing basis we conduct standawiswe of all franchise restaurants in key areatuding product quality
service standards, restaurant cleanliness andiianitfood safety and people development.




We have entered into thirteen franchise agreemartise greater Denver metropolitan area. Fourfemchise restaurants and seven jei@tture restaurants are operating ir
Denver metropolitan area media market. Good Tifn@schise restaurants also operate in Coloradon§erand Grand Junction, Colorado and in Boise,ddabual brande
franchised restaurants operate in Gillette andiS&er Wyoming, Ft. Collins and Windsor, Coloradond&ismarck, North Dakota.

Management Information Systems: Financial and management control is maintainedutjh the use of automated data processing andatiezetl accounting and managen
information systems that we provide. Sales, laywt cash data is collected daily via a restauraok loffice system which gathers data from the teatet point-ofsale system
Management receives daily, weekly and monthly resptentifying food, labor and operating expensed ather significant indicators of restaurant perfance. We believe tf
these reporting systems are sophisticated and eealwam ability to control and manage operations.

Food Preparation, Quality Control & Purchasing: We believe that we have some of the highest foaityustandards in the quick service restaurantusty. Our systems ¢
designed to protect our food supply throughout pineparation process. We inspect specific qualifieahufacturers and work together with those marnufecs to provid
specifications and quality controls. Our operatiomanagement teams are trained in a compreherefety ind sanitation course provided by the Nati®estaurant Associatio
Minimum cook temperature requirements and line kb¢leroughout the day ensure the safety and qualityth burgers and other items we use in ouateants.

We currently purchase 100% of our restaurant foati@aper supplies from Yancey's Food Service. @ed believe that the current reliance on thig seindor will have any long-
term material adverse effect since we believe tthete are a sufficient number of other supplieosnfwhich food and paper supplies could be purcha¥éd do not anticipate a
difficulty in continuing to obtain an adequate qgtignof food and paper supplies of acceptable dqyalnd at acceptable prices.

Employees: At December 15, 2010, we had approximately 50plepees of which 435 are part time hourly employard 64 are salaried employees working full tinvée
consider our employee relations to be good. Ndrmeipnemployees are covered by a collective bamgiagreement.

Competition: The restaurant industry, including the fast f@egiment, is highly competitive. Good Times competéh a large number of other hamburgeented fast foo
restaurants in the areas in which it operates. yM#nthese restaurants are owned and operateddigned and national restaurant chains, many of iave greater financ
resources and experience than we do. Restaurergacoes that currently compete with Good Timeshim Denver market include McDonald's, Burger Kinggenly's, Carl's J
Sonic and Jack in the Box. Double drive-througdtaerant chains such as Rally's Hamburgers andk€he®rivein Restaurants, which currently operate a totawr 800 doubl
drive-through restaurants in various markets in the dn8eates, are not currently operating in ColoraGalver's and Freddy's are the only significant petitors offering froze
custard as a primary menu item operating in thevBeand Colorado Springs markets and both haverfisant presence in the targeted Midwestern ntarker expansior
Additional "fast casual" hamburger restaurantsheieg developed in the Colorado market, such assBimeiger and Five Guys; however, they do not haive-through service ar
generate an average per person check that is apyaigky 50% higher than Good Times.

Our management believes that we may have a competitivantage in terms of quality of product conegato traditional fast food hamburger chains. ¥Eddvelopment of ol
double drive-through concept in Colorado has givean advantage over other double dttwv@ugh chains that may seek to expand into Cotobstause of our brand awareness
present restaurant locations. Nevertheless, webaagt a competitive disadvantage to other restawtzins with greater name recognition and mamngetiapability. Furthermor
most of our competitors in the fastad business operate more restaurants, have seavlighed longer, and have greater financial ressuand name recognition than we do. T
is also active competition for management persqraselvell as for attractive commercial real ess#ttes suitable for restaurants.

Trademarks: Good Times has registered its mark "Good TimesteDThru Burgers"(SM) with the State of Coloradéd/e have also registered our mark "Good Times Baré
Frozen Custard" federally and with the State ofoCado.

Good Times received approval of its federal regtiin of "Good Times" in 2003. In addition we owademarks or service marks that have been regtster for which applicatiol
are pending, with the United States Patent andefnadk Office including but not limited to: "Migh®eluxe", "Wild Fries", "Spoonbender", "Chicken Durk", "Big Daddy Bacc
Cheeseburger”, and "Wild Dippin' Sauce". Our tragé expire between 2010 and 2015.




Government Regulation: Each Good Times restaurant is subject to thelaggos of various health, sanitation, safety anel dgencies in the jurisdiction in which the restat i
located. Difficulties or failures in obtaining tmequired licenses or approvals could delay or gméthe opening of a new Good Times restaurantiefaé and state environmer
regulations have not had a material effect on @arations. More stringent and varied requiremehteaal governmental bodies with respect to zoniagd use and environmer
factors could delay or prevent development of nestaurants in particular locations. We are suligethie Fair Labor Standards Act, which governdsuatters as minimum wag
overtime, and other working conditions. In additive are subject to the Americans With Disabgithect, which requires restaurants and other fasliopen to the public to provi
for access and use of facilities by the handicappédnagement believes that we are in compliantie the Americans With Disabilities Act.

We are also subject to federal and state laws aéigglfranchise operations, which vary from registm and disclosure requirements in the offer sald of franchises to the
application of statutory standards regulating frase relationships.

Available Information: Our Internet website address is www.goodtimesbsrgem. We make available free of charge throughw@bsite's investor relations information sec
our annual reports on Form 10-K, quarterly reporisForm 10-Q, current reports on FornK8and any amendments to those reports filed witfiumished to the SEC unc
applicable securities laws as soon as reasonadbtipal after we electronically file such matemath, or furnish it to, the SEC. Our website infation is not part of or incorporai
by reference into this Annual Report on Form 10-K.

Special Note About Forward-Looking Statements: From time to time the Company makes oral andtewistatements that reflect the Company's curngmectations regardit
future results of operations, economic performafinancial condition and achievements of the ComypaWe try, whenever possible, to identify thesenard{ooking statements |
using words such as "anticipate," "assume," "believestimate," "expect," "intend," "plan,” "projg¢c"may," "will," "would," and similar expressionertain forwardeoking
statements are included in this FormK,Oprincipally in the sections captioned "Descgptiof Business," and "Management's Discussion amaly&is of Financial Condition a
Results of Operations." Forward-looking statemengsrelated to, among other things:

business objectives and strategic plans;

operating strategies;

our ability to open and operate additional restatsrarofitably and the timing of such openings;

restaurant and franchise acquisitions;

anticipated price increases;

expected future revenues and earnings, comparatllaan-comparable restaurant sales, results ofitipes, and future restaurant growth (both compamged and franchised);
estimated costs of opening and operating new nestta) including general and administrative, manggtfranchise development and restaurant operatsts;

anticipated selling, general and administrativeegrges and restaurant operating costs, includingnaatity prices, labor and energy costs;

future capital expenditures;

0 our expectation that we will have adequaté ¢amm operations and credit facility borrowingsneet all future debt service, capital expendiaurd working capit:
requirements in fiscal year 2011;

o the sufficiency of the supply of commoditiesldabor pool to carry on our business;

0 success of advertising and marketing actsitie

o the absence of any material adverse impasihgrout of any current litigation in which we aneolved;

o impact of the adoption of new accounting stéadsd and our financial and accounting systems aalysis programs;
0 expectations regarding competition and ourpetitive advantages;

o impact of our trademarks, service marks, ghdrqroprietary rights; and

o effectiveness of our internal control ovegficial reporting.

Although we believe that the expectations refledtedur forwardlooking statements are based on reasonable assmspiuch expectations may prove to be materiadigrrect du
to known and unknown risks and uncertainties.

In some cases, information regarding certain ingrdrfactors that could cause actual results tediffiaterially from any forwartboking statements appears together with
statement. In addition, the factors described uflitical Accounting Policies and Estimates intRhritem 7, and Risk Factors in Part |, Iltem 35, well as other possible factors
listed, could cause actual results to differ matlrifrom those expressed in forward-looking statats, including,




without limitation, the following: concentration oéstaurants in certain markets and lack of maake&ireness in new markets; changes in disposabdengicconsumer spendi
trends and habits; increased competition in thekgservice restaurant market; costs and availghilfitfood and beverage inventory; our ability téoratt qualified manage
employees, and franchisees; changes in the auaifatfi capital or credit facility borrowings; castind other effects of legal claims by employees)chisees, customers, vend
stockholders and others, including settlement of¢hclaims; effectiveness of management strategidsdecisions; weather conditions and related svientegions where o
restaurants are operated; and changes in accowtéindards policies and practices or related irééapons by auditors or regulatory entities.

All forward-looking statements speak only as of ttete made. All subsequent written and oral fodAdaoking statements attributable to us, or persaits@ on our behalf, a
expressly qualified in their entirety by the cantioy statements. Except as required by law, werakle no obligation to update any forwédmdking statement to reflect events
circumstances after the date on which it is made oeflect the occurrence of anticipated or ur@pdited events or circumstances.

ITEM 1A. RISK FACTORS

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

We have accumulated losse$Ve have incurred losses in every fiscal year sinception except 1999, 2002, 2006 and 2007. ASeytember 30, 2010 we had an accumu
deficit of $16,737,000. We cannot assure you weatvill not have a loss for the current fiscal yeading September 30, 2011. As of September 3M),20e had a working capi
deficit of $1,869,000.

We must sustain same store sales increase¥Ve must sustain same store sales increasessitingxestaurants to sustain profitability and wperienced declines in our same s
sales in fiscal 2008, fiscal 2009 and the firstneonths of fiscal 2010. Sales increases will ddparpart on the success of our advertising andhptmn of new and existing me
items and consumer acceptance. We cannot asstreuthadvertising and promotional efforts willfact be successful.

New restaurants, when and if opened, may not be pfitable, if at all, for several months. We anticipate that our new restaurants, whenifamgened, will generally take seve
months to reach normalized operating levels duedfiiciencies typically associated with new resgants, including lack of market awareness, the rieddre and train a sufficie
number of employees, operating costs, which aenaftaterially greater during the first several rhendf operation than thereafter, pmgening costs and other factors. In addi
restaurants opened in new markets may open at lawanage weekly sales volumes than restaurantsedpenexisting markets, and may have higher restadgvel operatin
expense ratios than in existing markets. Salesséurants opened in new markets may take longeath average annual compamnyred restaurant sales, if at all, thereby affg
the profitability of these restaurants.

Our operations are susceptible to the cost of anchanges in food availability which could adversely féect our operating results. Our profitability depends in part on our abi
to anticipate and react to changes in food cogtsious factors beyond our control, including acdeeweather conditions, governmental regulationdpetion, availability, recalls
food products and seasonality may affect our famstscor cause a disruption in our supply chain. éer into annual contracts with our beef andl@ricsuppliers. Our contracts
chicken are fixed price contracts. Our contractdkef are generally based on current marketgphes a processing fee. Changes in the pricealahility of chicken or beef cou
materially adversely affect our profitability. \Wannot predict whether we will be able to antiagpand react to changing food costs by adjustingpanchasing practices and mi
prices, and a failure to do so could adverselycafferr operating results. In addition, becausegmeide a "valugsriced" product, we may not be able to pass alaitg increases
our guests.

The macroeconomic recession could affect our opeiag results. The current state of the economy and decreaseslinter spending have adversely affected our satasioe las
eighteen months and may continue to cause mateggdtive sales trends. A continued shift in coreupurchases toward $1 value menus in our competiegment and
proliferation of heavy discounting by our major qetitors may also continue to negatively affect sales and operating results.
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Price increases may impact guest visitt We may make price increases on selected ments iterorder to offset increased operating expensedelieve will be recurring
Although we have not experienced significant consurasistance to our past price increases, we t@noaide assurance that this or other future priceeases will not deter gue
from visiting our restaurants or affect their puasimg decisions.

The hamburger restaurant market is highly competitve. The hamburger restaurant market is highly competitiOur competitors include many recognized nafi@amd region:
fastfood hamburger restaurant chains such as McDond@diger King, Wendy's, Carl's Jr., Sonic, Jackhia Box and Culver's. We also compete with smejianal and loci
hamburger and other fast-food restaurants, manyhid¢h feature drivehrough service. Most of our competitors have grefinancial resources, marketing programs ande
recognition. All of the major hamburger chains éawreasingly offered selected food items and énatlon meals at discounted prices and have recemnénsified their promotior
of value priced meals. Continued discounting bygetitors may adversely affect the revenues anfitaodity of our restaurants.

Sites may be difficult to acquire.Location of our restaurants in high-traffic anddidaaccessible areas is an important factor farsuccess. Drivéirough restaurants require s
with specific characteristics and there are a &chitumber of suitable sites available in our ggaigiramarkets. Since suitable locations are intgileanand, in the future we may
be able to obtain optimal sites at a reasonablie ¢osddition, we cannot assure you that thessite do obtain will be successful.

We will require additional financing. In order to fully develop the Denver and Coloragwigs/Pueblo markets and to expand into marketsidriof Colorado, we will requi
additional financing. We cannot assure you thatwilebe able to access sufficient capital to adsgly finance our operations and our planned deveémts or that additior
financing will be available on reasonable term#e Turrent economic recession and status of thieataparkets may adversely affect our ability t@aice additional debt or equ
financing for working capital, new restaurant deypehent, or refinancing of existing funding agreetaen

If our franchisees cannot develop or finance new etaurants, build them on suitable sites or open the on schedule, our growth and success may be impede Under ou
current form of area development agreement, soameliisees must develop a predetermined numbestaiurants according to a schedule that lasts éotettm of their developme
agreement. Franchisees may not have accessfinaheial or management resources that they neegéa the restaurants required by their developsehedules, or may be unz
to find suitable sites on which to develop themari€hisees may not be able to negotiate accep&ssle or purchase terms for the sites, obtainghessary permits and governn
approvals or meet construction schedules. Frore tontime in the past, we have agreed to extendaaiify development schedules and we may do soarfuture. Any of thes
problems could slow our growth and reduce our fné&s&revenues.

Additionally, our franchisees depend upon financirgm banks and other financial institutions in @rdo construct and open new restaurants. Ditficiil obtaining adequa
financing would adversely affect the number and odtnew restaurant openings by our franchiseeséwndrsely affect our future franchise revenues.

Our franchisees could take actions that could harnour business. Franchisees are independent contractors andcareun employees. We provide training and suppa
franchisees; however, franchisees operate thaauets as independent businesses. Consequéetiguality of franchised restaurant operations m&aygliminished by any numt
of factors beyond our control. Moreover, franchisenay not successfully operate restaurants inreenaonsistent with our standards and requirementiay not hire and tre
qualified managers and other restaurant persor@et.image and reputation, and the image and répataf other franchisees, may suffer materiallyd &ystemwide sales cou
significantly decline, if our franchisees do noeogte successfully.

We depend on key management employeedl/e believe our current operations and future sicdepend largely on the continued services of camagement employees,
particular Boyd E. Hoback, our president and ckiefcutive officer, and Scott Lefever, our vice iest of operations. Although we have entered aricemployment agreem:
with Mr. Hoback, he may voluntarily terminate himgloyment with us at any time. In addition, wertds maintain keyperson insurance on Messrs. Hoback's or Lefevta!s The
loss of Messrs. Hoback's or Lefever's servicesther key management personnel, could have a rabéetverse effect on our financial condition arslies of operations.
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Labor shortages could slow our growth or harm our lusiness.Our success depends in part upon our ability Tacttmotivate and retain a sufficient number odliied, high-
energy employees. Qualified individuals needefilitthese positions are in short supply in someaar The inability to recruit and retain thesevidiials may delay the plann
openings of new restaurants or result in high egggoturnover in existing restaurants, which coudnh our business. Additionally, competition foratified employees cou
require us to pay higher wages to attract sufficenployees, which could result in higher labortsodviost of our employees are paid on an hoursishaThe employees are pait
accordance with applicable minimum wage regulatioAscordingly, any increase in the minimum wagéiether state or federal, could have a material ragvenpact on ol
business.

Nevada law and our articles of incorporation and biaws have provisions that discourage corporate takevers and could prevent stockholders from realizinga premium on
their investment. We are subject to anti-takeover laws for Nevadpa@ations. These anti@keover laws prevent a Nevada corporation fronagimg in a business combination v
any stockholder, including all affiliates and asates of the stockholder, who owns 10% or morehefdorporation's outstanding voting stock, for ¢hyears following the date tt
the stockholder acquired 10% or more of the cotpms voting stock, unless specified conditiors muet.

Our articles of incorporation and our bylaws comt@inumber of provisions that may deter or impaétedvers or changes of control or management. eTlj@wvisions:
authorize our Board of Directors to establish onmore series of preferred stock, the terms of vi&n be determined by the Board of Directors atithe of issuance;

do not allow for cumulative voting in the electiohdirectors unless required by applicable law.demcumulative voting, a minority stockholder halglia sufficient percentage ¢
class of shares may be able to ensure the elagftione or more directors;

state that special meetings of our stockholders beagalled only by the chairman of the board, thesident or any two directors, and must be calledhle president upon t
written request of the holders of ten percent efdghtstanding shares of capital stock entitledote &t such special meeting; and

provide that the authorized number of directorsuigently set at seven.

These provisions, alone or in combination with eatfer, may discourage transactions involving datugotential changes of control, including tract&ans that otherwise cot
involve payment of a premium over prevailing maneétes to stockholders for their common stock.

We have a controlling stockholder. As a result of the SlI Investment Transaction,i@heficially owns approximately 51.4% of our datgling common stock. In addition, Sl
the right, for so long as it owns more than 50%wf outstanding common stock, to designate a ntgjofiour Board of Directors. Sl therefore hae #bility to alter the strateg
direction and/or capital structure of the Company.

Future changes in financial accounting standards macause adverse unexpected operating results andfext our reported results of operations. Changes in accounti
standards can have a significant effect on ourrtegaesults and may affect our reporting of tratisas completed before the change is effective. aA example, in 20086, '
adopted the change that requires us to record awsafien expense in the statement of operationerigployee stock options using the fair value meth8ée Note 1 to o
Consolidated Financial Statements for further dismn. New pronouncements and varying interprtatof pronouncements have occurred and may oedhbeifuture. Changes
existing rules or differing interpretations withspect to our current practices may adversely affecteported financial results.

Our NASDAQ Listing Is Important. Our Common Stock is currently listed for trading the NASDAQ Capital Market. The NASDAQ maintenamates require, among ott
things, that our common stock price remains abdv80bper share and that we have minimum stockhslléquity of $2.5 million. During fiscal 2010, t@®mpany received notic
of noncompliance with both the minimum bid price and minm stockholders' equity continued listing requieats. The completion of the Sl Investment Tratisachas helpe
the Company to regain compliance with the minimuoelholders' equity requirement. In addition, Baard of Directors, with the prior approval of @tockholders, has approve
one-for-three reverse stock split to take effecbacember 31, 2010, which will allow us to regaimpliance with the minimum bid price requirement.

We are subject to extensive government regulatiorhat may adversely hinder or impact our ability to govern various aspects of our business including owbility to expand
and develop our restaurants. The restaurant industry is subject to varioueifat] state and local government regulations, dinlythose relating to the sale of food. While in
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the past we have been able to obtain and mairtieimeécessary governmental licenses, permits amd\adg, our failure to maintain these licensesnppirand approvals, includi
food licenses, could adversely affect our operatgmylts. Difficulties or failures in obtainingethrequired licenses and approvals could delay arltrén our decision to cancel 1
opening of new restaurants. Local authorities suzgpend or deny renewal of our food licenses ¥ thetermine that our conduct does not meet appécstandards or if there
changes in regulations.

Various federal and state labor laws govern ouwati@iship with our employees and affect operatiogt These laws govern minimum wage requirementh as those to
imposed by recently enacted legislation in Coloranl@rtime pay, meal and rest breaks, unemployi@entates, workers' compensation rates, citizenshigsidency requiremer
child labor regulations and sales taxes. Addifigmaernmentmposed increases in minimum wages, overtime paig, lpaves of absence and mandated health bemefjtsncreas
our operating costs.

The federal Americans with Disabilities Act prohghdiscrimination on the basis of disability in fialaccommodations and employment. Although ostaerants are designed tc
accessible to the disabled, we could be requiredaice modifications to our restaurants to proviglwise to, or make reasonable accommodations iaptbd persons.

We are also subject to federal and state lawséigatiate the offer and sale of franchises and aspéthe licensoticensee relationship. Many state franchise lansase restrictior
on the franchise agreement, including limitatiomsnmn-competition provisions and the terminatiomon+enewal of a franchise. Some states require thachise materials
registered before franchises can be offered orisdlte state.

Compliance with changing regulation of corporate geernance and public disclosure may result in additinal expenses. Keeping abreast of, and in compliance with, clvag
laws, regulations and standards relating to cotpagavernance and public disclosure, includingSaebane®xley Act of 2002, new SEC regulations and The NAED Marke
rules, has required an increased amount of manageattention and expense. We remain committedamtaining high standards of corporate governamckepablic disclosure. /
a result, we intend to invest all reasonably nemgsesources to comply with evolving standardsl s investment has resulted in and will contitmeesult in increased gene
and administrative expenses and a diversion of gemant time and attention from revenue-generattigities to compliance activities.

Risks related to internal controls. Public companies in the United States are redumeaeview their internal controls as set forththe Sarbane®xley Act of 2002. It should |
noted that any system of controls, however welighesl and operated, can provide only reasonabtenanabsolute, assurance that the objectiveseo$yktem are met. In additi
the design of any control system is based in paohicertain assumptions about the likelihood ofifeitevents. Because of these and other inheraitétions of control systen
there can be no assurance that any design wilesdcin achieving its stated goals under all pagéfditure conditions, regardless of how remotethé internal controls put in ple
by us are not adequate or in conformity with thquieements of the Sarban€sdey Act of 2002, and the rules and regulationsnprlgated by the Securities and Exch:
Commission, we may be forced to restate our firrstatements and take other actions which wik tsignificant financial and managerial resourcesyall as be subject to fir
and other government enforcement actions.

Health concerns relating to the consumption of beethicken or other food products could affect consuer preferences and could negatively impact our rests of operations

Like other restaurant chains, consumer prefesegoeld be affected by health concerns about thenanfluenza, also known as bird flu, or the cangtion of beef, the ke
ingredient in many of our menu items, or negatiubligity concerning food quality, iliness and injugenerally, such as negative publicity concerriingoli, "mad cow" or "foot-and-
mouth" disease, publication of government or induhdings concerning food products served byarspther health concerns or operating issues stagifmdm one restaurant o
limited number of restaurants. This negative mitylimay adversely affect demand for our food aadld result in a decrease in guest traffic to mstaurants. If we react to
negative publicity by changing our concept or o@nonwe may lose guests who do not prefer the nexwegt or menu, and may not be able to attractfecsuft new guest base
produce the revenue needed to make our restaymanfisble. In addition, we may have differentaaiditional competitors for our intended guests essalt of a concept change
may not be able to compete successfully againsetbompetitors. A decrease in guest traffic torestaurants as a result of these health concemmsgative publicity or as a res
of a change in our menu or concept could materfaiyn our business.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable
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ITEM 2. PROPERTIES

We currently lease approximately 3,700 squaredéspace for our executive offices in Golden, Cattw for approximately $55,000 per year under aeleagseement which expir
in September 2009. We are currently leasing theespa a month to month basis. The space is leasedThe Bailey Company, a significant stockholdetlie Company, at the
corporate headquarters.

As of December 15, 2010, Good Times has an owneistérest in twentyseven Good Times units, all of which are locate@aforado. Seven of these restaurants are heldaimi
venture limited partnership of which Good Timeshis general partner. Good Times has a 50% interesk of the partnership restaurants and a 78#rést in one restaurant.
June 2010 we sold our 51% interest in one restatan was held in a joint venture limited partigpsto our limited partner, and the restaurantas roperated under a franct
agreement. There are twenty Good Times units tieatvholly owned by Good Times.

Most of our existing Good Times restaurants ar@rakgnation of freestanding structures containing approximately 880,800 square feet for the double drive thru forara
approximately 2,400 square feet for our prototypidding with a 70 seat dining room. In additiong Wwave several restaurants that are conversionsdther concepts in vario
sizes ranging from 1,700 square feet to 3,500 sgfemt. The buildings are situated on lots of apipnately 18,000 to 50,000 square feet. Certastargants serve as collateral
the underlying debt financing arrangements as digliin the Notes to Consolidated Financial Statésrincluded in this report. We intend to acquiesv sites both through grot
leases and purchase agreements supported by n®egedeasehold financing arrangements and thrsalghleaseback agreements.

All of the restaurants are regularly maintainedoby repair and maintenance staff as well as byideitsontractors, when necessary. We believe thaf aur properties are in go
condition and that there will be a need for pegodapital expenditures to maintain the operatiamal aesthetic integrity of our properties for tbeebeeable future, includi
recurring maintenance and periodic capital improsets. All of our properties are covered up to aephment cost under our property and casualty inser@olicies and in tl
opinion of management are adequately covered hyanse.

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. Thasasuits are not expected to h
a material impact.

ITEM 4. (REMOVED AND RESERVED)
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMM ON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER P URCHASES OF EQUITY
SECURITIES.

Shares of our Common Stock are listed for tradimghe NASDAQ Capital Market under the symbol "GTIMThe following table presents the quarterly hegial low bid prices fc
our Common Stock as reported by the NASDAQ Capitatket for each quarter within the last two fisgahrs. The quotations reflect interdealer prigathout retail markups
mark-downs or commissions and may not represenabiransactions.

_ 2009 _ 2010
QUARTER HIGH LOW QUARTER HIGH LOW
ENDED ENDED
December 31, 20C $2.95 $0.76 December 31, 20C $1.37 $1.05
March 31, 200¢ $1.57 $0.75 March 31, 201( $1.32 $1.03
June 30, 200 $2.50 $1.00 June 30, 201 $1.25 $0.92
September 30, 20C $1.65 $1.08 September 30, 201 $1.01 $0.30

As of December 15, 2010 there were approximate$ytg&fiders of record of Common Stock. However, ngangent estimates that there are not fewer thard h86eficial owners
our Common Stock.

Dividend Policy : We have never paid dividends on our Common Sémeckdo not anticipate paying dividends in the feeable future. In addition, we have obtained faiag unde
loan agreements that restrict the payment of didde Our ability to pay future dividends will nesarily depend on our earnings and financial camditHowever, since restaur
development is capital intensive, we currentlyrigkéo retain any earnings for that purpose.

Recent Sales of Unregistered Securities

Bridge Financing Note and Warrant

During the fiscal year the Company issued a SecGmtvertible Promissory Note in the amount of u$460,000 to certain lenders in a bridge finandiagsaction, together wi
warrants to purchase up to 100,000 shares of tinep@ny's Common Stock. The bridge lenders initistluded Golden Bridge, W Capital and McDonaldweeer, as of April 1
2010, the bridge loan agreement was amended tovee@olden Bridge as a lender, replacing it withitgidal loans from W Capital and McDonald on thensaterms, and the nc
and warrants were adjusted accordingly. The nate eonvertible into shares of Common Stock at eng prior to repayment at a conversion price of 2886 than the average pi
of the Company's common stock during the 20 daigs o the conversion date, but not below $0.75gf&re nor above $1.08 per share. However, theegat principal amou
owing to W Capital and McDonald was paid out of gieceeds of the Sll Investment Transaction. lditaxh, and with the agreement of the lenders,aberued interest on st
loans through December 13, 2010 of $39,715 waserte into an aggregate of 79,430 shares of ourn@mmStock at a conversion price of $0.50 per shaie warrants reme
outstanding and exercisable at any time prior toebeer 13, 2013 at an exercise price of 25% less ttie average price of our Common Stock duringthdays prior to exercis
but at not less than $0.75 per share nor more%&8 per share.

The Company relied on the exemption from regisiratequirements of the Securities Act set fortBéttion 4(2) thereof and the rules and regulagwomulgated there under for
issuance of the note and the warrants in the bifidgecing and for the issuance of shares of Com8tonk upon conversion of accrued interest undente.

SlI Investment Transaction

As previously disclosed in the Company's currepbreon Form & filed on November 3, 2010, the Company enteréd the Purchase Agreement with Sl on October 290.
pursuant to which the Company agreed to sell, dh@deed to purchase, 4,200,000 Shares at a meghdce of $0.50 per share, or an aggregate a0$200. The Purche
Agreement was amended on December 13, 2010 tdydiaei scope of SlI's director designation rigtaofving the Closing. On December 13, 2010, thenBany and Sl complet:
the issuance and sale of the Shares to the Sk Gdmpany received gross proceeds of $2,100,00@hwtill be used to pay off the interim working ¢&b loans, reduce tl
Company's current liabilities and provide workirapital for fiscal 2011 and beyond pursuant to usibess strategy.

15




The Shares sold to Sll were not registered underStcurities Act or state securities laws, and mtybe resold in the United States in the absefi@n @ffective registratic
statement filed with the SEC or an available exéonpfrom the applicable federal and state regismatequirements. In the Purchase Agreement,&filesented to the Comps
that: (a) it is an accredited investor, as sucamtisrdefined in Rule 501 of Regulation D promulgatieder the Securities Act; (b) it acquired ther8has principal for its own acco
for investment purposes only and not with a vievertdor distributing or reselling the Shares or gyt thereof; and (c) it is knowledgeable, soptesed and experience in maki
and qualified to make, decisions with respect t@@tments in securities representing an investmecision similar to that involved in the purcha$¢he Shares. The Company
relied on the exemption from the registration regmients of the Securities Act set forth in Secé(®) thereof and the rules and regulations pronteththere under for the purpo
of the SlI Investment Transaction.

Disclosure with Respect to the Company's Equity Copensation Plans: We maintain the 2008 Omnibus Equity Incentive @emnsation Plan, pursuant to which we may ¢
equity awards to eligible persons, and have outstgnstock options granted under our 2001Good TiRestaurants Stock Option Plan, 1992 IncentivekS@gtion Plan and 19¢
Nor-Statutory Stock Option Plan. For additional infatran, see Note 13, Stockholders' Equity, in théedo the Consolidated Financial Statements imclud this report. Tt
following table gives information about equity adsunder our plans as of September 30, 2010.

Equity Compensation Plan Information

(@) (b) ()



Number of Weighted- Number of securities
securities to be  average exercise remaining available for
issued upon price of future issuance under
exercise of outstanding equity compensation
outstanding options, plans (excluding
options, warrants warrants & securities reflected in
Plan category & rights rights column (a))
Equity compensation
plans approved by
security holders-
options 390,086 $3.30 161,986
Total 390,086 $3.30 161,986
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ITEM 6. SELECTED FINANCIAL DATA.

The selected financial data on the following pagresderived from our historical financial statensesutd is qualified in its entirety by such finahatements which are includec

Item 8 hereof.

The following presents certain historical finandr@rmation of the Company. This financial infaation includes the combined operations of the Compand its subsidiary for tl
fiscal years ended September 30, 2006 to 2010ai@estior year balances have been reclassifiedmndocm to the current year's presentation. Suclassifications had no effect

the net income or loss.

Jerating Data:
staurant sale
anchise fees and royalti
Total Net Revenue
sstaurant Operating Cos
Food and packaging co
Payroll and other employ
benefit cost:
Occupancy and oth
operating cost
New store p-opening cost
Depreciation an
amortizatior
Total restaurant operatil
costs
Selling, General ¢
Administrative cost:
Franchise cos
Loss (Gain) on restaure
assett
come (Loss) from Operatiol
‘her Income and (expenst
Unrealized gain (loss) ¢
interest rate swa
Interest income (expens
net
Total other income (expens
st Income (Loss) fror
continuing operation
Loss from discontinue
operations
3t Income (Loss
Income (Expense) from r-
controlling interes
Income tax expen:
st Income (Loss) available
Common Shareholde
1sic and Diluted Earning
(Loss) Per Shar
lance Sheet Data
orking Capital (Deficit)
ital asset
n-controlling interest ir
partnership:
ing-term deb
ockholders' equit

Septen
30,
2010 2009 2008 2007 2006
$ 20,390,00C $ 22,079,00C $ 25,244,00C $ 24,215,00C $ 20,329,000
473,000 536,000 638,000 740,000 606,000
20,863,000 22,615,000 25,882,000 24,955,000 20,935,000
7,181,000 7,423,000 8,002,000 7,589,000 6,338,000
7,359,000 7,663,000 8,780,000 8,063,000 6,584,000
4,331,000 4,529,000 4,881,000 4,393,000 3,797,000
- 15,000 38,000 118,000 182,000
943,000 1,172,000 1,283,000 1,223,000 997,000
19,814,000 20,802,000 22,984,000 21,386,000 17,898,000
2,638,000 2,814,000 3,567,000 3,226,000 2,752,000
124,000 161,000 312,000 160,000 166,000
199,000 (28,000; (35,000; (17,000, (57,000
($1,912,000 ($1,134,000 ($946,000$ 200,000 $ 176,000
3,000 (87,000; - - -
(598,000 (261,000 (13,000, 40,000 87,000
(595,000 (348,000 (13,000 40,000 87,000
($2,507,000 ($1,482,000 ($959,000$ 240,000 % 263,000
590,000 218,000 - - -
($3,097,000 ($1,700,000 ($959,000 $ 240,000 $ 263,000
165,000 54,000 (113,000 (211,000 (246,000
- - 4,000 - -
($2,932,000 ($1,646,000 ($1,076,000 $ 29,000 $ 17,000
($.75) ($ .42) ($.28) % 01 $ .01
($1,869,000 ($1,200,000 ($2,082,000% 532,000 $ 1,547,000
8,318,000 10,254,000 11,920,000 11,544,000 10,693,000
274,000 428,000 584,000 751,000 795,000
3,005,000 2,478,000 846,000 970,000 1,293,000

$ 1,694,000% 4,378,000$% 5,993,000% 7,084,000% 6,877,000
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPER ATIONS

Results of Operations

Net Revenues: Net revenues for fiscal 2010 dected$g52,000 (7.7%) to $20,863,000 from $22,615f@d0iscal 2009. Same store restaurant salesedsed $1,146,000 (6.1
during fiscal 2010. Restaurants are included inesatore sales after they have been open a fudkefiftmonths and only Good Times restaurants araded|while dual brand
restaurants are excluded. Restaurant sales dedr§@g,000 due to one non-traditional compamyied restaurant not included in same store sal@slecreased $94,000 due to
dual branded company-owned restaurants. Restasabes decreased $372,000 due to ondes@loped restaurant sold to a franchisee in J046.2Net revenues decreased $63
in fiscal 2010 due to a decrease in franchise tiggabf $66,000 offset by an increase in francféss of $3,000.

Our same store restaurant sales decline of 6.1%ctefthe adverse impact the macroeconomic envieahtmas had on consumers' discretionary spendiadhegavy promotion of ¢
value menus and discounting by competitors andptioéiferation of fast casual hamburger themed restats in Colorado. We had shown same store spsth in sixtee
consecutive gquarters leading into the third quastdiscal 2008 but then experienced declines thhoMay of 2010, when the declines moderated sicanifily and then sales grov
trends turned positive in August 2010 and have needapositive through the date of this report. ©utlook for fiscal 2011 is more optimistic basedtbe last six months' sa
trends, however our sales trends are influenceahdyy factors and the macroeconomic environmentiren@nallenging for smaller restaurant chains. @uerage transaction t
increased in August through November 2010 comp#re2D09 and we are continuing to manage our mamgetommunications to balance growth in customefi¢rand thei
average expenditure.

Average restaurant sales for company-owned andeeveloped restaurants (including double drive tfestaurants and restaurants with dining rooms Raluging dual bran
restaurants) for fiscal 2009 and 2010 were asvalio
Fiscal 2010 Fiscal 2008

Company operated $734,00C $783,00C

For factors which may affect future results of @pens, please refer to the section entitled "Gurféscal Year Initiatives" in Item 1 on pages 8 of this report and a relal
discussion of planned product and system changesstied in the section entitled "Concept and BesiS¢rategy" in ltem 1 on pages 2 - 4 of this repor

Restaurant Operating Costs:Restaurant operating costs as a percent of restasates were 97.2% for fiscal 2010 compared t@%4n fiscal 2009.

The changes in restaurant-level costs are expla@addllows:

Restaurar-level costs for the period end 94.2%
September 30, 20(

Increase in food and packaging cc 1.6%
Increase in payroll and other employee benefit 1.4%
costs

Increase in occupancy and other operating ¢ .8%
Decrease in p-open cost: (-1%)
Decrease in depreciation and amortization ¢ (:7%)
Restaurant-level costs for the period ended 97.2%

September 30, 201

Food and Packaging CostsfFood and packaging costs for fiscal 2010 decre&24@,000 from $7,423,000 (33.6% of restaurant pafediscal 2009 to $7,181,000 (35.2%
restaurant sales). In fiscal 2009 we saw a moderati food and packaging cost increases. We expegtkdramatic increases in commaodity costs inctutheef, bacon, soft drin
and dairy costs in fiscal 2010.

In fiscal 2009 and 2010 our weighted food and pgiigacosts increased approximately 2% and 11%gectely. The cumulative weighted menu price iases taken during fisc
2009 and fiscal 2010 were approximately 2.2% af@bo]l.respectively. Most of the 2010 menu pricedéases were taken in the last four months of fi26aD aggregating a 7.1
cumulative increase. The introduction of the $2288ver combo meals in May 2010 negatively impaciedcost of sales by an estimated 1% of restasaas. We anticipate limit
price increases in fiscal 2011 with continued gosssure on several core commodities, however tieiate our food and packaging costs as a pergergésales will decrease
fiscal 2011 from a combination of price increaggsduct sales mix changes and recipe modifications.
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Payroll and Other Employee Benefit CostsFor fiscal 2010, payroll and other employee beresfiits decreased $304,000 from $7,663,000 (34.78stfurant sales) in fiscal 2(
to $7,359,000 (36.1% of restaurant sales).

The decrease in payroll and other employee beoeéits for fiscal 2010 is primarily due to a deceeasrestaurant sales. Payroll and benefit cogtissamivariable and therefo
increase or decrease as sales fluctuate and iedreasa percentage of sales in fiscal 2010. #adilly, in July 2010 we eliminated approximateB0$000 of annual payroll co:
through salary reductions and salary eliminatiofi$ie three dual branded restaurants also havgherliabor cost as a percent of sales than GoodsTgimgle brand restaurants.
anticipate payroll and other employee benefit cagitsdecrease as a percentage of sales in fig¢hl 2lue to the operating leverage on increasirgssal

Occupancy and Other Costs:For fiscal 2010, occupancy and other costs decde$$88,000 from $4,529,000 (20.5% of restaurarés3ah fiscal 2009 to $4,331,000 (21.3%
restaurant sales). The $198,000 decrease in occypad other costs is primarily attributable to:

Decrease in building rent of $40,000 due to neggdiaent reductions at several locations.
Decrease in our accretion for deferred rent of $1@B due to negotiated rent reductions at sevecations.
Decrease of $89,000 in various other restaurantatipg costs due to decreased restaurant salgsi@mied expense reductions.
The decreases above were offset by the followirsg iocreases:
Increase in property taxes of $12,000 related toaten increases at existing restaurants.
Increase in restaurant repairs of $36,000 primaitilg to the aging of our restaurants.
Increase in utility costs of $62,000 related tditytrate increases and increased usage relatéa timplementation of our fresh cut fry product.

Occupancy costs may increase as a percent of asleew company-owned restaurants are developetbduigher rent associated with s#aseback operating leases, as we
increased property taxes on those locations, how@@ipancy costs will decrease as same storeisalesse. We are pursuing additional rent casiores and lease restructur
with several of our landlords and anticipate addil reductions to our occupancy costs in fiscdll2Gowever we are unable to estimate the amouthibst reductions.

New Store Pre-opening CostsFor fiscal 2010, new store pre-opening costs dee&15,000 from $15,000 in fiscal 2009 to $0. Néwove prespening costs in fiscal 2009 w:
related to one new company-owned restaurant trextexpin October 2008.

Depreciation and Amortization Costs: For fiscal 2010, depreciation and amortization sagcreased $229,000 from $1,172,000 in fiscal 2608943,000. Depreciation cc
decreased due to declining depreciation expenseriaging company-owned and joint-venture restdaran

Selling, General and Administrative Costs:For fiscal 2010, selling, general and administetests decreased $176,000 from $2,814,000 (12f#&s@murant sales) in fiscal 2(
to $2,638,000 (12.9% of restaurant sales). Theedse in selling, general and administrative castspartially attributable to decreased advertisingts, which decreased
$1,156,000 (5.7% of restaurant sales) for fiscdl2bom $1,246,000 (5.6% of restaurant sales)ismaf 2009, and a decrease in general and adnaitivgtrcosts, which decreaset
$1,482,000 (7.3% of restaurant sales) for fiscal02bom $1,568,000 (7.1% of restaurant sales)ifwaf 2009 as explained below.

The decrease in advertising costs is due to theedse in restaurant sales, as contributions are neathe advertising materials fund and regionakstising cooperative based o
percentage of sales.

We anticipate that fiscal 2011 advertising expengkdecrease from fiscal 2010 and will consistnparily of radio advertising and on-site and poifiparchase merchandisi
totaling approximately 4% of restaurant sales. &Mgcipate that general and administrative expemnsiéde relatively stable, with the exception @instating certain salaries t
were reduced in fiscal 2009 and 2010.
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The $86,000 decrease in general and administratpenses in fiscal 2010 is primarily attributatue t
Reductions in payroll and employee benefit cost$1af7,000.
Reductions in training and recruiting expenses%080.
Reduction in professional services of $47,000.
Net reductions in various other fixed expenses8yd@0.
The decreases above were offset by the followirsg ioecreases and additional costs:
A decrease of $22,000 in miscellaneous incomeaeltt the elimination by the state and local taxinthorities of sales tax collection fees.
Expense of $85,000 to write off an uncollectabén@hise note receivable.
Increase in vacant land costs of $18,000.
Franchise Costs:For fiscal 2010 franchise costs decreased $37000 $161,000 (.7% of total revenues) in fiscal 260$124,000 (.6% of total revenues).

The decrease in franchise costs is primarily attable to a reduction in legal fees and reductionarious other costs compared to the prior ykesfiscal 2009 we wrote off $20,0
in legal costs related to the Good Times/Taco dobnal Brand franchise agreement.

Loss (Gain) on Restaurant AssetsFor fiscal 2010 the loss on restaurant assetsasere$227,000 to a $199,000 loss from a $28,000igdiscal 2009. The $227,000 loss
restaurant assets in fiscal 2010 is primarily ezlab a $163,000 write down to fair market value gfiece of land that was sold on December 3, 2@iitionally we recognized
$64,000 loss related to a co-developed restauddahts a franchisee in June 2010.

Income (Loss) from Operations:The loss from operations was $1,912,000 in fis€dl®2compared to a loss from operations of $1,1®4i00iscal 2009. The increase in loss fi
operations for the fiscal year is due primarilthe decrease in net revenues offset by other reatiscussed in the "Restaurant Operating Cost®né@l and Administrative Cost
"Franchise Costs" and "Loss on Restaurant Assetdlosis above.

Loss from Continuing Operations: The loss from continuing operations was $2,507 fo@@iscal 2010 compared to a loss of $1,482,00fisicel 2009. The change from fiscal 2!
to fiscal 2010 was primarily attributable to thettees discussed in the "Net Revenues", "Food amkdepng Costs", "Selling, General and Administrat@osts" and "Franchi
Costs" sections of Item 6, as well as 1) an in@éaset interest expense of $337,000 compareketsame prior year period; and 2) a reduction énuthrealized loss related to
interest rate swap liability of $90,000 in fisc&l1® compared to fiscal 2009. Net interest expémséscal 2010 includes nooash amortization of debt issuance costs of $28
related to: 1) warrants related to the extensiothefPFGI Il loan in January, 2010; 2) benefic@hweersion rights and warrants related to the l@geement with W Capital and Jc
T. MacDonald entered into in February 2010; andvajrants related to the loan agreement with GoBedge LLC entered into in April, 2009. (See "Firarg" below). W
anticipate that interest expense will be reducgdiicantly in fiscal 2011 due to the pay off okthV Capital, MacDonald and Golden Bridge loans wedreduction of the PFGI
loan discussed below.

Loss from Discontinued Operations:The loss from discontinued operations for fiscal@@nd 2009 includes results attributable to oum@erce City, Colorado dudkande:
restaurant that was closed in March 2010 and omeé&e Colorado caleveloped restaurant that was closed in June ZHdfiscal 2010 costs of $590,000 includes theltesd
operations of $153,000, the fair value of all fetlzase obligations of $143,000 and impairmentgg®ato write down the fixed assets to book valukather costs of $294,000. 1
fiscal 2009 costs of $218,000 represent the restiliperations related to the two closed restasrant

Income from Non-controlling Interests: For fiscal 2010 the income from non-controllingeirgsts increased $111,000 to $165,000 from $54rDfiScal 2009. The norentrolling
interests represents the limited partner's sharnaaaime or loss in the co-developed restaurants. 111,000 increase was attributable to the desdepsofitability of the co-
developed restaurants. We anticipate that indoome non-controlling interests will decrease aslitnéted partner's share of income improves.
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Liquidity and Capital Resources

Cash and Working Capital: As of September 30, 2010, we had $429,000 in caditash equivalents on hand. We currently plamstothe cash balance, any cash generatec
operations and net proceeds received in Decemtdy 26m the SlI Investment Transaction describedweo reduce our accounts payable, accrued ltasliand short term not
payable and for our working capital needs. Wedvelithat we will have sufficient capital to meet aworking capital, long term debt obligations aredurring capital expendit.
needs in fiscal 2011 and beyond. Additionally,may sell or sublease select underperforming compaeyated restaurants if we believe the realizabset value is greater than
long term cash flow value or if the asset doedfihour longer term distribution and location ofteurants.

As of September 30, 2010, we had a working cagieitit of $1,869,000 substantially due to notegagtde of $585,000 which are due on December 310 20 accruegroperty
taxes for 2009 of approximately $200,000 whichareently due. Additionally, we have recorded &4,$00 current liability related to the unrealizesls on our interest rate sw
as described in Note 5 of the Notes to Consolidtedncial Statements in Item 8. Net proceeds pf@pmately $1,820,000 received on December, 1D Zfm the SlI Investme
Transaction discussed in Item 1 were used to reduc@ccounts payable, accrued liabilities andtsfeom notes payable and for our working capitadsein fiscal 2011. After ti
completion of the SlI Investment Transaction on &wgber 13, 2010, our working capital deficit decesb® approximately $45,000.

In December, 2009 we entered into an agreementtéme the maturity of the PFGI I, LLC loan of $2(B000 to December 31, 2012 and modified the tertise loan to include
25 year amortization period with a balloon paynfentthe remaining principal balance on December2®12. As a result, the majority of the PFGI lICLloan is shown as a lo
term liability as of September 30, 2010. On Decerny 2010 we sold the vacant land that was phrttalllateralizing the PFGI Il loan and used thé peceeds of $812,000
reduce the loan. We anticipate selling the lamdi fauilding for an operating restaurant we own ttwdfateralizes the remaining PFGI Il loan in aedelaseback transaction and u
the proceeds to reduce the loan. If that transgirel the PFGI |l loan is paid in full, the addit collateral under the PFGI Il loan will be reded.

Financing:

Wells Fargo Bank N.A.

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 prim&e simultaneous
entered into an interest rate swap transaction Witls Fargo Bank for the full $1,100,000 with &efil interest rate of 7.77% for the full eight y&amm coinciding with the no
payable. As previously reported, we were in défaticertain financial loan covenants and had beeerating under a forbearance and reservationghfsiagreement with We
Fargo. As previously disclosed in the Companyisent report on Form B-filed December 17, 2010, we entered into a need@rand Loan Agreement that modified the

covenants and provided additional collateral to[gVEhrgo. The loan covenants were modified to irequinimum Tangible Net Worth of $2,500,000, Toti#bilities Divided by
Tangible Net Worth not greater than 3.0 to 1.0 and&EBITDA Coverage Ratio not less than 0.9 to %.@fahe end of the first fiscal quarter of 2018t kess than 1.2 to 1.0 as of
end of the second fiscal quarter of 2012 and restflean 1.5 to 1.0 thereafter.

PEGLII, LLC

In July 2008, we entered into a $2,500,000 pronmjssote with an unrelated third party (PFGI Il, LL&nd amended that note on April 20, 2009 extentliegmaturity to July 1
2010. Effective January 2, 2010, the Company edtet® an agreement to amend its loan with PFGLIC. The maturity date was extended to DecembelB12, the interest re
was increased to 8.65% and monthly payments o€ipahand interest are payable beginning Januar2@®10, based upon a 25 year amortization priondturity. In connection wit
the agreement, the Company issued a theze-warrant dated January 2, 2010 to PFGI II, lMddch provides that PFGI Il, LLC may at any timerfr January 2, 2010 ur
December 31, 2012 purchase up to 112,612 sharée d€€ompany's common stock at an exercise prickldfl per share. The number of shares purchaspble exercise of tt
warrant and the exercise price are subject to mestp antidilution adjustments upon the occurrence of angkstividends, stock splits, reverse stock spliegapitalization:
reclassifications, stock combinations or similaemg. The fair value of the warrant issued to PFQAILC was determined to be $79,000 with the fallog assumptions; 1) risk fr
interest rate of 1.7%, 2) an expected life of 3rgeand 3) an expected dividend yield of zero. fevalue of $79,000 was charged to the note distand credited to Additior
Paid in Capital. The note discount will be amodizer the term of thirty six months and chargethterest expense.
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The promissory note originally constituted a revmdvline-of-credit for the development of new restaurants whiek advanced and repaid on a monthly basis from to time. Th
promissory note now constitutes a term loan witmthly payments of principal and interest. The ltmsecured by separate leasehold deeds of trdsfemmurity agreements rela
to six companyewned restaurants and first deeds of trust on &b properties funded by the line of credit. Thimaltoutstanding balance on the promissory note $22481,000 :
September 30, 2010. Of the $2,481,000 outstarishitence, $1,595,000 is related to the construaifane companywned restaurant in Firestone, Colorado that opé@néittobe
2008. The fully developed restaurant is currenting marketed in the saleaseback market. The remaining balance is relatéde purchase, entitement and other develog
fees on a parcel of land in Aurora, Colorado thas wold on December 3, 2010 reducing the loan b2,$80 in net proceeds from the sale.

Golden Bridge, LLC

On April 20, 2009 as reported on FornK8the Company entered into a loan agreement withiéh Bridge, LLC ("Golden Bridge"), pursuant toiatih Golden Bridge made a loar
$185,000 (the "Golden Bridge Loan") to GTDT to tsed for restaurant marketing and other workingtaapbsts. Eric Reinhard, Ron Goodson, David @risRichard Stark, a
Alan Teran, who were all members of the Companyar8 of Directors at the time of the transactiod atockholders of the Company, are the sole mentfe@olden Bridge
Subsequent to the fiscal year end, the loan wasdep full on December 13, 2010 from the proceeftthe Sl Investment Transaction (see "SIl InvestiiTransaction” below).

The Golden Bridge Loan was evidenced by a promyssote dated April 20, 2009 made by the Company@nBT, as canakers, and bearing interest at a rate of 10% rpaura ot
the unpaid principal balance. The note providedhionthly interest payments and was to mature andue and payable in full on December 31, 2010e ddmmitment fee for tl
Golden Bridge Loan was $3,700.

In connection with the Golden Bridge Loan, the Campissued a thregear warrant dated April 20, 2009 to Golden Brigdech provides that Golden Bridge may at any timgen
April 20, 2009 until April 20, 2012 purchase up38,500 shares of the Company's common stock akentise price of $1.15 per share. The number afeshpurchasable ug
exercise of the warrant and the exercise pricesalgect to customary anditution adjustments upon the occurrence of angkstividends, stock splits, reverse stock sj
recapitalizations, reclassifications, stock comtigmes or similar events. The fair value of the aatrissued to Golden Bridge was determined to 2080 with the followin
assumptions: 1) risk free interest rate of 1.27@r2expected life of 3 years, and 3) an expedtédend yield of zero. The fair value of $42,000sacharged to the note discount
credited to Additional Paid in Capital. The noteadiunt will be amortized over fourteen months amarged to interest expense.

W. Capital and John T. McDonald

On February 1, 2010, the Company entered into a &mgeement with W Capital, Inc. ("W Capital"), doh. McDonald ("McDonald") and Golden Bridge, pumatito which th
lenders made loans totaling $200,000, with up tadditional $200,000 available through April 30;120to be used for restaurant marketing and otleeking capital uses of GTD”
As set forth below, the loan agreement was subslguemended as of April 1, 2010 to remove Goldeild@e as a lender and to replace it with additidoahs from W Capital ar
McDonald. At September 30, 2010 the entire $40D,68d been advanced to the Company pursuant ttoéimeagreement (the "Bridge Loans"). On Decemi®r2D10, th
outstanding principal amount of the Bridge Loans aid in full from the proceeds of the Sl Investrh Transaction, and accrued interest on the Bridgss was converted ir
79,430 shares of Common Stock.

The Bridge Loans were evidenced by a Secured CobleePromissory Note dated April 1, 2010 made iy Company and bearing interest at a rate of 12%mum on the unpe
principal balance through August 1, 2010 and &ite of 14% per annum from and after August 1, 20l the maturity date of December 31, 2010. Tibée provided that tt
outstanding principal balance and accrued intevesid be convertible into shares of Common StocthefCompany at any time prior to repayment atreversion price of 25% le
than the average price of the Company's commork staong the 20 days prior to the conversion date, not below $0.75 per share nor above $1.08 ppares However, |
connection with the SlI Investment Transaction, \Apital and McDonald agreed to convert the accrméefést payable on the Bridge Loans into sharéSamimon Stock at
conversion price of $0.50 per share and enteredaintagreement with the Company to amend the csioveprovisions of the note accordingly.

In connection with the Bridge Loans, the Comparsyésl warrants dated February 1, 2010 to W CapitiMcDonald which provide that the lenders mayrst tme from Februai
1, 2010 until two years from the date of repaynmmtonversion of the Bridge Loans purchase up taggregate of 50,000 shares of the Company's Con8tamk at an exerci
price of 25% less than the average price of the gzmy's common stock during the 20 days prior teettercise
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date, provided, however, that the exercise priedl siot be below $0.75 per share nor above $1.0&Ipere. Pursuant to the terms of the loan agnegrbecause the Bridge Lo:
were not repaid prior to August 1, 2010, the Corypgasued warrants to W Capital and McDonald forghechase of 50,000 additional shares of the Cogip&opmmon Stock upt
the same terms as the initial warrants. The numobeshares purchasable upon exercise of the wariastied to W Capital and McDonald and the exengige are subject
customary antdilution adjustments upon the occurrence of anglstlividends, stock splits, reverse stock spliegapitalizations, reclassifications, stock combaret or simila
events. Following the repayment and conversiath@Bridge Loans on December 13, 2010, the warraititexpire on December 12, 2012.

The fair value of the warrants issued February0102wvas determined to be $38,000 with the follovasgumptions: 1) risk free interest rate of 1.42)@n expected life of 2.5 yee
and 3) an expected dividend yield of zero. TheValue of $38,000 was charged to the note discandtcredited to Additional Paid in Capital. Theendiscount was amortized o
the term of seven months and charged to intergmsrese.

The intrinsic value of the embedded beneficial @gion feature of the Bridge Loans was determinduet$161,000. The intrinsic value of $161,000 el@rged to the note disco
and credited to Additional Paid in Capital. Theendiscount was amortized over the term of severtinsagmnd charged to interest expense.

The fair value of the warrants issued August 1,02@As determined to be $36,000 with the followisguanptions: 1) risk free interest rate of .70%aR)expected life of 2.4 yes
and 3) an expected dividend yield of zero. The ¥alue of $36,000 was charged to the note discandtcredited to Additional Paid in Capital. Theendtscount will be amortiz¢
over the term of five months and charged to intezgpense.

Additional commitments for the development of negtaurants in fiscal 2011 will depend on the Corgjzasales trends, cash generated from operatiah®anaccess to capi
including in the sale-leaseback markets.

SlI Investment Transaction

On October 29, 2010, the Company and Sll enteredtive Purchase Agreement, pursuant to which thepaoy agreed to sell, and Sl agreed to purcha280400 Shares
Common Stock at a purchase price of $0.50 per shasn aggregate purchase price of $2,100,00@. Ptinchase Agreement was amended on DecemberX(®, @h December 1
2010, the Company and Sl completed the Sl InvestiTransaction through the issuance and saleeoStares to SIl. On December 13, 2010, the ComaadySl| also enter
into a Registration Rights Agreement, pursuanthictvthe Company granted Sl certain registratights with respect to resale of the Shares. Assalt of the completion of the !
Investment Transaction, Sll became the benefisialey of approximately 51.4 percent of the Compaaytstanding Common Stock.

The Purchase Agreement provides for so long abd@dls more than 50 percent of our outstanding comstock, (i) our Board of Directors shall consisseven members, and
SlI will have the right to designate four membefouor Board. In addition, the Purchase Agreemeaviges that for a period of three years followihe Closing, as long as :
continues to own at least 80 percent of the Sh&kwyill have a right of first refusal to purchaadditional securities which are offered and sgidi® Company for the purpose
maintaining its percentage interest in the Company.

The proceeds from the Sl Investment Transactiorewsed to pay approximately $280,000 of experadased to the transaction, repay $585,000 in sieont loans, reduce accrt
liabilities by $200,000, reduce accounts payallegproximately $150,000 and the balance goingteeiase the Company's working capital.

Cash Flows:Net cash used in operating activities was $737{f60€iscal 2010 compared to cash provided by ojregadctivities of $595,000 in fiscal 2009. Thenease in net ca
used in operating activities from continuing opienas for fiscal 2010 was the result of a net lassnf continuing operations of $2,507,000 and nash reconciling items totali
$1,910,000 (comprised principally of depreciatiom @mortization of $943,000, amortization of dedstuance costs of $259,000, $88,000 of stock ofimnpensation expense
$166,000 increase in accrued liabilities relatedraperty taxes, a $361,000 increase in our tradeuats payable and net increases in operatingsamse liabilities totaling $93,00
In addition, net cash used in operating activitiem discontinued operations for fiscal 2010 wagd®%000 compared to $128,000 for fiscal 2009.
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Net cash provided by investing activities in fis28ll0 was $54,000 compared to net cash used of (8B4 fiscal 2009. The fiscal 2010 activity e#fls payments for the purch
of property and equipment of $61,000, paymentsivedeon loans to franchisees of $15,000 and pracé&edh the sales of fixed assets of $100,000.

Net cash provided by financing activities in fis@@l10 was $297,000 compared to $280,000 in fis@@92 The fiscal 2010 activity includes principalyments on notes payable
long term debt of $144,000, borrowings on notesapéy of $400,000 and receivables from non-contrglinterests in partnerships of $41,000.

Contingencies and Off-Balance Sheet Arrangement$Ve remain contingently liable on various land lsasederlying restaurants that were previously sollanchisees. We ha
never experienced any losses related to thesengenti lease liabilities, however if a franchiseadlts on the payments under the leases, we waul@ble for the lease payment:
the assignor or sublessor of the lease. Currevetljhave not been notified nor are we aware of aagds in default under which we are contingerlyldi, however there can be
assurance that there will not be in the future ciwldould have a material adverse effect on ourdutperating results.

Critical Accounting Policies and Estimates: We follow accounting standards set by the Finanktalounting Standards Board, commonly referredsttha "FASB." The FASB se¢
generally accepted accounting principles (GAAP} the follow to ensure we consistently report ouraficial condition, results of operations, and déshs. Over the years, t
FASB and other designated GA/ASRiting bodies, have issued standards in the fofRASB Statements, Interpretations, FASB Staff fass, EITF consensuses, AICPA Statem
of Position, etc.

The FASB recognized the complexity of its standsetting process and embarked on a revised prat@8904 that culminated in the release on July 0926f the FASB Accountir
Standards Codification,™ sometimes referred tdhasQodification or ASC. To the Company, this meiastead of following the Statements, Interpretagidbtaff Positions, etc., \
will follow the guidance in Topics as defined iretASC. The Codification does not change how the @omy accounts for its transactions or the natunelated disclosures ma
However, when referring to guidance issued by A8, the Company refers to topics in the ASC rathan Statements, etc. The above change was miadé\ef by the FASB fc
periods ending on or after September 15, 2009. 8Ve hpdated references to GAAP in this Annual Repoform 10-K to reflect the guidance in the Ciodifion.

Notes ReceivableWe evaluate the collectability of our note receleatfrom franchisees annually. The aggregate rmetssvable on the consolidated balance sheetpe®ber 3(
2010 were $19,000.

Discontinued Operations: Discontinued operations are presented in accordewtbeFASB ASC 20520, Presentation of Financial Statements. Durisgali 2010 we closed t
locations, one dual-branded restaurant in Comme€ige Colorado in March 2010 and one developed restaurant in Denver, Colorado in Juri®20he loss from discontinu
operations includes both the current and historiesililts of operations, the fair value of all fetlease obligations and an impairment charge tewdown the fixed assets to b
value. Fixed assets of $1,164,000 and $1,164,008ssbciated accumulated depreciation related woudiiued operations are included in the propertgt aquipment of ol
condensed consolidated balance sheet. Currenbageérm liabilities related to discontinued opienas relate to the future estimated lease obligatio

With respect to the closed locations, we have oairtg lease obligations of $786,000. We have sskldhe Commerce City location for $618,000. Weehtavminated the lease
the Denver location effective February 1, 2011. Wdee recorded an estimated liability of $143,008ateel to these locations.

Non-controlling Interests: The Company adopted the provisions of FASB ASC &ldnhsolidation, effective October 1, 2009. FASB A8 requires nogentrolling interest:
previously called minority interests, to be presenas a separate item in the equity section ofdnsolidated balance sheet. It also requires trmiatrof consolidated net income
loss attributable to nooentrolling interests to be clearly presented om fédice of the consolidated income statement. Aafthlly, Topic 810 clarifies that changes in a p#s
ownership interest in a subsidiary that do not ltasudeconsolidation are equity transactions, #vat deconsolidation of a subsidiary requires gaitoss recognition in net incot
based on the fair value on the deconsolidation.dBbpic 810 was applied prospectively with the etimm of presentation and disclosure requirementsch were applie
retrospectively for all periods presented, andrditlsignificantly change the presentation of oursmidated financial statements.
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Impairment of Long-Lived Assets: We review our long-lived assets for impairment@a@dance with the guidance of FASB ASC 3@)-Property, Plant, and Equipment, incluc
land, property and equipment whenever events arggein circumstances indicate that the carryinguarhof an asset may not be recoverable. RecoVityalfiassets to be held a
used is measured by a comparison of the capitatiasth of the assets to the future undiscountedastt flows expected to be generated by the a@sétthe expected cash flows
based on recent historical cash flows at the restalevel (the lowest level that cash flows cardbtermined).

An analysis was performed on a restaurant by restabasis at September 30, 2010. Assumptionsingaeparing expected cash flows were as follows:
e Sales projections are as follows: Fiscal 2011 salegprojected to increase 3% to 5% with respefis¢al 2010, for fiscal years 2012 to 2024 we hased annual increases
2% to 3%. We believe the 2% to 3% increase in #awrybeyond 2011 is a reasonable expectation afigrand that it would be unreasonable to expedrowth in our sale
These increases include menu price increases itiaadtb any real growth. Historically our weightetenu prices have increased 1.5% to 6%.

Our variable and semviariable restaurant operating costs are projectéttease proportionately with the sales increasasell as increasing an additional 1.5% per geasister
with inflation.

Our other fixed restaurant operating costs areeptefl to increase 1.5% to 2% per year.
Food and packaging costs are projected to reneimfirelation to our current fiscal 2010 food gratkaging costs as a percentage of sales.
Salvage value has been estimated on a restauraestayrant basis considering each restaurantisydar equipment package and building size.

Given the results of our impairment analysis attSmper 30, 2010 there are no restaurants which patential impairment as their projected undiscedntash flows shc
recoverability of their asset values.

Our impairment analysis included a sensitivity gssl with regard to the cash flow projections tetermine the recoverability of each restaurastsets. The results indicate 1
even with a 20% decline in our projected cash fleveswould still not have any potential impairmesgues. We have experienced higher than normaldoddackaging costs a
percentage of restaurant sales in recent yearsvartb not believe these costs will remain at thegels in future years. However for purposes of @ash flow projections in the as
impairment analysis we have assumed our food ackbging costs will remain at these higher levels.

Each time we conduct an impairment analysis infthere we will compare actual results to our prtmts and assumptions, and to the extent our acasallts do not me
expectations, we will revise our assumptions afgldbuld result in impairment charges being recoeghi

All of the judgments and assumptions made in piegahe cash flow projections are consistent with ather financial statement calculations and dsetes. The assumptions u
in the cash flow projections are consistent witheotforwardlooking information prepared by the Company, sushhmse used for internal budgets, discussions thitt parties
and/or reporting to management or the Board of dars.

In fiscal 2010 we closed two companperated restaurants resulting in total chargek366,000. Projecting the cash flows for the impaint analysis involves significant estim:
with regard to the performance of each restauramd, it is reasonably possible that the estimatesash flows may change in the near term resulinthé need to write dov
operating assets to fair value. If the assets eferghined to be impaired, the amount of impairntenbgnized is the amount by which the carrying amofi the assets exceeds t
fair value. Fair value would be determined usingfasted cash flows discounted using an estimaerdge cost of capital and the impairment chargelavbe recognized in incor
from operations.

Income Taxes:We account for income taxes in accordance with FASE 740, Income Taxes. FASB ASC 740 prescribesiieeof the liability method whereby deferred tazea
and liability account balances are determined basedifferences between the financial reporting tendbases of assets and liabilities and are medsuging the enacted tax re
and laws that will be in effect when the differepege expected to reverse. The Company provideduation allowance, if necessary, to reduce defleta® assets to their estima
realizable value. The deferred tax assets arewedeeriodically for recoverability, and valuatialiowances are adjusted as necessary. We betievenore likely than not that t
recorded deferred tax assets will be realized.
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Variable Interest Entities: We analyze any potential Variable Interest or Sgdéurpose Entities in accordance with the guidarfdeASB ASC 81010, Consolidation of Variah
Interest and Speci&urpose Entities. Once an entity is determinedeta Wariable Interest Entity (VIE), the party witie controlling financial interest, the primary leéniary, is
required to consolidate it. We have two francléseéh notes payable to the Company and after aisalye have determined that, while these franchisee VIE's as defined
FASB ASC 810-10, we are not the primary beneficifrthe entities, and therefore they are not reglio be consolidated.

Fair Value of Financial Instruments: We adopted the provisions of FASB ASC 820, Fainié¢dVleasurements and Disclosures, effective Octbp2008. FASB ASC 820 defin
fair value, establishes a framework for measuraigvalue under GAAP and enhances disclosure ghautalue measurements. The adoption of this quddalid not have a matel
impact on either our financial position or resat®perations.

New Accounting Pronouncements In January 2010, the FASB issued an update regagliidance over the disclosure requirements iofvilue measurements. This update .
new requirements for disclosure about transfersanid out of Levels One and Two and also addsiaddltdisclosure requirements about purchasess,sakiances, and settlem:
relating to Level Three measurements. The guidaneéective for reporting periods beginning afilecember 15, 2009 for the disclosure requiremarmsnd Levels One and T
measurements, and is effective for reporting peribeiginning after December 15, 2010 for the disgkwsequirements around Level Three. This newandd currently has
impact on the fair value disclosures of the Compasythere have been no transfers out of LevelsoDf@o0.

In June 2009, the FASB issued FASB ASC 105, Gelyefalcepted Accounting Principles, which establshiee FASB Accounting Standards Codification asdble source
authoritative generally accepted accounting priesipPursuant to the provisions of FASB ASC 108, @mmpany has updated references to GAAP in igniial statements isst
for the period ended September 30, 2010. The antopfiFASB ASC 105 did not impact the Company'aficial position or results of operations.

In June 2008, the FASB issued FASB ASC 805 Derivatives and Hedging, that provides guidamtéow to determine if certain instruments (or edded features) are conside
indexed to a company's own stock, including insenta similar to warrants to purchase the compasigisk. FASB ASC 815-40 requires companies to useosstep approach
evaluate an instrument's contingent exercise pangsand settlement provisions in determining weethe instrument is considered to be indexedst@mvin stock and therefc
exempt from the application of FASB ASC 815. Altgbu=FASB ASC 81540 was effective for our fiscal year beginning @eto1, 2009, any outstanding instrument at the at
adoption requires a retrospective application efahcounting through a cumulative effect adjustmemetained earnings upon adoption. The adoptfdfASB ASC 81540 did no
impact the Company's financial position or resaftsperations. The requirements of FASB ASC 805will only impact future derivative or hedgingmisactions into which we m
enter.

In December 2007, the FASB issued FASB ASC 805jrigss Combinations, which establishes principles raguirements for how an acquiring entity in aibess combinatic
recognizes and measures the assets acquired hiliidg assumed in the transaction; establishesatiquisitiondate fair value as the measurement objective fasslets acquire
and liabilities assumed; and sets the disclosugeirements regarding the information needed touataland understand the nature and financial effeitte business combinatic
This accounting pronouncement was effective for fisgal year beginning October 1, 2009. The adwptf this guidance did not have any impact onGoepany's financi
position or results of operations. The requirementSASB ASC 805 will only impact future businesswhbination transactions into which we may enter.

Subsequent Events:
Subsequent events have been evaluated througlatinéhe consolidated financial statements werdahlaito be issued.

Pre-approval of non-audit services: On October 28,0, the Audit Committee of the Board of DirectofsGood Times Restaurants Inc. approved in advaecgin noraudil
services to be performed by Hein & Associates, Ghiates' independent auditor. These non-audit sesvare to consist primarily of corporate incomec@mpliance services.

Completion of Sl Investment Transaction and Reldgents: On December 13, 2010, the Company cdetptee SlI Investment Transaction pursuant to iwktiie Company issu
4,200,000 Shares to Sll and received gross proadek 100,000, some of which were used to repaybmpany's interim working capital loans from GoidBridge, W Capital ar
McDonald, accompanied by the conversion of accitest on the W Capital and McDonald loans into
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79,430 shares of Common Stock. In addition, tHer&estment Transaction also allowed the Compansehegotiate the terms and covenants of its lo#m Wells Fargo and
regain compliance of certain financial loan coveaadhat had previously been in default. See Fiman@ictivities under the Liquidity and Capital Resmes section above for furtt
details regarding the Sl Investment Transacticth r@tated events.

See the "Financing" section above for discussiath®fpartial pay-down of the PFGI Il loan in Dec&mB010.
ITEM 7A. QUANTITIATIVE AND QUALITIATIVE  DISCLOSURES ABOUT MARKET RISK.

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

We have audited the accompanying consolidated balaheets of Good Times Restaurants, Inc. anddabsias of September 30, 2010 and 2009, and tagedeconsolidate
statements of operations, stockholders' equity @mdprehensive loss, and cash flows for the yeans émded. These financial statements are the nsildy of the Company
management. Our responsibility is to express amapon these financial statements based on aditsau

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaBoUnited States). Those standards requirentbgilan and perform tl
audit to obtain reasonable assurance about whitthdinancial statements are free of material ratestent. The Company is not required to haveyeoe we engaged to perform
audit of its internal control over financial regog. Our audit included consideration of internahtrol over financial reporting as a basis forigieieig audit procedures that
appropriate in the circumstances, but not for theppse of expressing an opinion on the effectiveriéthe Company's internal control over financegorting. Accordingly, w
express no such opinion. An audit also includemme@ring, on a test basis, evidence supporting theuats and disclosures in the financial statemegtsessing the account
principles used and significant estimates made agagement, as well as evaluating the overall filustatement presentation. We believe that oditeprovide a reasonable bz
for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all mate®apects, the financial position of Good Timestaerants, Inc. and subsidiary a
September 30, 2010 and 2009, and the results iofdperations and their cash flows for the yeaemitended in conformity with U.S. generally accegtecbunting principles.

HEIN & ASSOCIATES LLP
Denver, Colorado
December 19, 2010

F-2




GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS

September 30
2010 2009
ASSETS
CURRENT ASSETS
Cash and cash equivale $ 429,000 $ 815,000
Receivables, net of allowance forlattul
accounts of $! 157,000 122,000
Prepaid expenses and o 38,000 32,000
Inventorie 201,000 220,000
Notes receivab 9,000 36,000
Total current asst¢ 834,000 1,225,000
PROPERTY AND EQUIPMENT
Land and buildir 5,653,000 6,596,000
Leasehold improveme! 3,821,000 4,107,000
Fixtures and equipme 8,229,000 _ 8,438,000
17,703,000 19,141,00C
Less accumulated depreciation andrtration (12,828,000 (11,853,000
4,875,000 7,288,000
Assets held for s¢ 2,445,000 1,595,000
OTHER ASSETS
Notes receivable, net of current ipor 10,000 82,000
Deposits and other ass 154,000 64,000
164,000 146,000
TOTAL ASSETS $ 8,318,000 $ 10,254,00C

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:

Current maturities of lo-term debt, net c $ 702,000 $ 1,027,000
discount of $48,000 and $27,000, respecti

Accounts payab 716,000 355,000

Deferred incon 89,000 113,000

Liabilities related to discontinuegenations 20,000 -

Other accrued liabilitis 1,176,000 930,000

Total current liabilitie 2,703,000 2,425,000

LONG-TERM LIABILITIES:
Debt, net of current portion and ofediscount of

$33,000 and $0, respective 3,005,000 2,478,000
Liabilities related to discontinuegenations 123,000 -
Deferred liabilitie 793,000 973,000
Total lon-term liabilities 3,921,000 3,451,000

COMMITMENTS AND CONTINGENCIES (Notes 5 and

7)

STOCKHOLDERS' EQUITY

Non-controlling interest in Partnershi 274,000 428,000

Preferred stock, $.01 par valt

5,000,000 shares authorized, noned

and outstanding as of September G09 2nd
2010 - -
Common stock, $.001 par value; 50,000,000 st

Authorized, 3,898,559 shares issuet

outstanding as of September 30, 20@B201( 4,000 4,000
Capital contributed in excess of yaue 18,153,000 17,751,00C
Accumulated defic (16,737,000 (13,805,000C
Total stockholders' equ 1,694,000 4,378,000

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 8,318,000 $ 10,254,00C

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 30

2010 2009
$ 20,390,00C $ 22,079,00C
16,000 13,000
457,000 523,000
20,863,000 22,615,000
7,181,000 7,423,000
7,359,000 7,663,000
3,528,000 3,486,000
(167,000 1,000
970,000 1,042,000
- 15,000
943,000 1,172,000
19,814,000 20,802,000
1,482,000 1,568,000
1,156,000 1,246,000
124,000 161,000
199,000 (28,000)
(1,912,000 (1,134,000
1,000 16,000
(599,000 (277,000
3,000 (87.000)
(595,000 (348,000
($2,507,000  ($1,482,000
(590,000 (218,000
(3,097,000 ($1,700,000
165,000 54,000
($2,932,000  ($1.646,000
($.64) ($.38)
($.15) ($.06)
($.75) ($.42)
3,898,559 3,898,559

See accompanying notes to these consolidated financial statements
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GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY AND COMPREHENSIVE LOSS

FOR THE PERIOD FROM OCTOBER 1, 2008 THROUGH SEPTEMBER 30, 2010
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See accompanying notes to these consolidated financial statements

Preferrec
Stock Common Stocl
Capital Non- Accumulated
Issuec Par Issued Par  Contributed controlling Other
in Excess of interestin Accumulatec ComprehensivComprehensiv
Share: Value Share: Value ParValue Partnership  Deficit Loss Income (Loss  Total
_$ 0 3,898,55¢ $ 4,000 $17,632,00C $ 584,000 $(12,159,000 $ (68,000) 5,993,000
77,000 77,000
42,000 42,000
(156,000) (156,000
(1,646,000, (1,646,000, (1,646,000
68,000 68,000
$ 0 3,898,55¢ $ 4,000 $17,751,00C $428,000 $(13,805,000 $ 0 4,378,000
88,000 88,000
153,000 153,000
161,000 161,000
(154,000) (154,000
(2,932,000)

(2,932,000, (2,932,000
_$ 03,898,55¢ $ 4,000 $18,153,00C $274,000 $(16,737,000 $ 0 1,694,000
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GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

ash Flows from Operating Activitie
Net Loss

Loss from discontinued operatic
Net loss from continuing operatio

Jjustments to reconcile net income (loss) to meshoprovided by

)erating activities

Depreciation and amortizatit

Amortization of debt issuance co

Accretion of deferred rel

Write off of note receivabl

Loss (gain) on disposal of property, restawganid equipmer

Stock option compensation c

Unrealized loss (income) on interest rate sagyeemen

nanges in operating assets and liabilit

(Increase) decrease

Receivable

Inventories

Prepaid expenses and ot

Deposits and other ass

(Decrease) increase

Accounts payabl

Accrued and other liabilitie

ot cash used in operating activities from contigubperation:

a2t cash used in operating activities from discurgd operation
Net cash used in operating activil

ash Flows From Investing Activitie

Payments for the purchase of property and eogtip

Proceeds from the sale of as:

Loans made to franchisees and to ot

Payments received on loans to franchiseesaathérs

ot cash provided by (used in) investing activi

.ash Flows From Financing Activitie

Principal payments on notes payable, capitads, and lor-term

bt

Borrowings on notes payable and |-term deb

Net proceeds on li-of-credit

Receivable (distributions) from minority intstgoartne!
ot cash provided by financing activiti

2t Change in Cash and Cash Equival

ash and Cash Equivalents, beginning of '

ash and Cash Equivalents, end of \

Jpplemental Disclosures of Cash Flow Informat

ash paid for intere:

an-cash fair value of warrants and beneficial conwer$eature

See accompanying notes to these consolidated financial statements

FOR THE YEARS

ENDED
September 30
2010 2009
$ (3,097,000 $ (1,700,000
(590,000;_ (218,000
(2,507,000 (1,482,000
943,000 1,172,000
259,000 15,000
(167,000} 1,000
85,000 -
199,000 (28,000
88,000 77,000
(3,000) 87,000
22,000 38,000
10,000 20,000
(6,000) 47,000
(47,000) 16,000
361,000 (273,000
166,000 (157,000
(597,000} (467,000
(140,000;_ (128,000
(737,000 (595,000
(61,000) (284,000
100,000 -
- (31,000;
15,000 _ 31,000
54,000 (284,000
(144,000; (123,000
400,000 185,000
- 320,000
41,000 (102,000
297,000 _ 280,000
(386,000] (599,000
815,000 _ 1,414,000
$ 429,000 $ 815,000
$ 282,000 $ 299,000
$ 313,000 $ 42,000
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Notes to Consolidated Financial statement

1. Organization and Summary of SigmifitAccounting Policies

Organization- Good Times Restaurants Inc. (Good Times or the @oy)pis a Nevada corporation. The Company opethatesigh its wholly owned subsidiary Good Times
Thru Inc. (Drive Thru).

Drive Thru commenced operations in 1986 and, e&September 30, 2010, operates twenty seven compangeband joint venture driviewu fast food hamburger restaurants.
Company's restaurants are located in Coloradoddiitian, Drive Thru has twentywo franchises, eighteen operating in Colorado, in%/yoming, one in Idaho and one in Nc
Dakota, and is offering franchises for developnmafraidditional Drive Thru restaurants.

We follow accounting standards set by the Finandmounting Standards Board, commonly referredsdhe "FASB". The FASB sets generally accepted wtiing principle
(GAAP) that we follow to ensure we consistentlyagur financial condition, results of operatiarsl cash flows. References to GAAP issued by th&B-iu these footnotes are
the FASB Accounting Standards Codification¥gmetimes referred to as the Codification or AS@e FASB finalized the Codification effective forrjmels ending on or aft
September 15, 2009. For further discussion of tbdifi€ation see "FASB Codification Discussion" inaklagement's Discussion and Analysis of Financiad@ion and Results
Operations (commonly referred to as MD&A) elsewharthis report.

Principles of Consolidation The consolidated financial statements include ttemants of Good Times, its subsidiary and one &thipartnership, in which the Company exer«
control as general partner. In June 2010 the Cognpalu its interest in one limited partnership e limited partner and then entered into a frarchigreement with the limit
partner who now operates the restaurant as a fiseech The Company owns an approximate 51% intémette remaining partnership, is the sole genpaatner and receives
management fee prior to any distributions to tha@téd partners. Because the Company owns an appaitx 51% interest in the partnership and exeraisesplete manageme
control over all decisions for the partnership, eptcfor certain veto rights, the financial stateteesf the partnership are consolidated into the gamy's financial statements. ~
equity interest of the unrelated limited partnesliewn on the accompanying consolidated balancet héhe stockholders' equity section as a controlling interest, and the limit
partner's share of the net income or loss in theeship is shown as non-controlling interest meocor expense in the accompanying consolidateenseatt of operations. All inter-
company accounts and transactions are eliminated.

Accounting Estimates The preparation of consolidated financial statesiém conformity with U.S. Generally Accepted Acating Principles requires management to n
estimates and assumptions that affect the amoeptsted in these consolidated financial statememisthe accompanying notes. Actual results coiflerdrom those estimates.

Reclassification Certain prior year balances have been recladdgifieonform to the current year's presentatiomchSeclassifications had no effect on the netrimeor loss.

Cash and Cash Equivalent$he Company considers all highly liquid debt fastents purchased with an initial maturity of thnreenths or less to be cash equivalents.

Accounts ReceivableAccounts receivable include uncollateralized regieies from our franchisees and our advertisinglfduie in the normal course of business, gener@djyiring
payment within thirty days of the invoice date. @mperiodic basis the Company monitors all accotortslelinquency and provides for estimated losdesnaollectible account
Currently and historically there have been no afinees for unrecoverable accounts receivable.

Inventories- Inventories are stated at the lower of cost orkeia determined by the first-in first-out methaghd consist of restaurant food items and relatedggng supplies.

Property and EquipmentDepreciation is recognized using the straighe-timethod over the estimated useful lives of thetags the lives of the related leases, if shoagifpllows:

Buildings 15 years
Leasehold improvemen  7-15 years
Fixtures and equipme 3-8 years
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Maintenance and repairs are charged to expenseased, and expenditures for major improvemergscapitalized. When assets are retired, or otlserdisposed of, the prope
accounts are relieved of costs and accumulateddiggion with any resulting gain or loss creditectloarged to income.

We have classified $2,445,000 as assets held Feiirséhe accompanying consolidated balance shéetse costs are related to two sites, one in BinestColorado which has be
fully developed and one in Aurora, Colorado thaswsald to a third party in December 2010 (see Robelow). The proceeds of the sale leasebackéctine and the land sa
when consummated, are required to be used forthection of the line of note payable to PFGI 11,@.LThe effect on our operating cash flow is notemiat as the interest expe:
on the note payable is approximately equal to tbegsed rental rate on a sale and leaseback ttamsac

Impairment of LoneLived Assets We review our long-lived assets for impairmentgtordance with the guidance of FASB ASC 360Property, Plant, and Equipment, incluc
land, property and equipment whenever events arggein circumstances indicate that the carryinguarhof an asset may not be recoverable. Recovityalfiassets to be held a
used is measured by a comparison of the capitatiasts of the assets to the future undiscountedastt flows expected to be generated by the a@sétthe expected cash flows
based on recent historical cash flows at the restdlevel (the lowest level that cash flows cardbgermined).

An analysis was performed on a restaurant by remtabasis at September 30, 2010. Assumptionsingaeéparing expected cash flows were as follows:
e Sales projections are as follows: Fiscal 2011 salegrojected to increase 3% to 5% with respefistal 2010, for fiscal years 2012 to 2024 we hased annual increases
2% to 3%. We believe the 2% to 3% increase in #wrybeyond 2011 is a reasonable expectation wftigrand that it would be unreasonable to expedrowth in our sale
These increases include menu price increases itiaatdtb any real growth. Historically our weightetenu prices have increased 1.5% to 6%.
e Our variable and semariable restaurant operating costs are projeciddcrease proportionately with the sales increasewell as increasing an additional 1.5% per
consistent with inflation.
e Our other fixed restaurant operating costs areeptegl to increase 1.5% to 2% per year.
Food and packaging costs are projected to rematimfirelation to our current fiscal 2010 food aratkaging costs as a percentage of sales.
e Salvage value has been estimated on a restauraestayrant basis considering each restaurantisydar equipment package and building size.

Given the results of our impairment analysis att&mper 30, 2010 there are no restaurants whichrgraired as their projected undiscounted cash flstaesv recoverability of the
asset values.

Our impairment analysis included a sensitivity geisl with regard to the cash flow projections tetermine the recoverability of each restauramstseis. The results indicate 1
even with a 15% decline in our projected cash fleveswould still not have any potential impairmesgtes. However if we elect to sublease, closaharwise exit a restaur:
location impairment could be required. We have eepeed higher than normal food and packaging casta percentage of restaurant sales in recens yearwe do not belie
these costs will remain at these levels in futwearg. However for purposes of our cash flow pr@estin the asset impairment analysis we have asdwur food and packagi
costs will remain at these higher levels.

Each time we conduct an impairment analysis infthere we will compare actual results to our prtmts and assumptions, and to the extent our acasallts do not me
expectations, we will revise our assumptions afgldbuld result in impairment charges being recoeghi

All of the judgments and assumptions made in piegahe cash flow projections are consistent with ather financial statement calculations and dsetes. The assumptions u
in the cash flow projections are consistent witheotforwardlooking information prepared by the company, sustirmse used for internal budgets, discussions thitd parties
and/or reporting to management or the board otthirs.

In fiscal 2010 we closed two company operated ueatds resulting in total charges of $396,000. éatiig the cash flows for the impairment analysislves significant estimat
with regard to the performance of each restaueart,it is reasonably possible that the estimatessti flows may change in the near term resultirthe need to write down
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operating assets to fair value. If the assets eferghined to be impaired, the amount of impairnmtenbgnized is the amount by which the carrying amofi the assets exceeds t
fair value. Fair value would be determined usingfasted cash flows discounted using an estimaer@dge cost of capital and the impairment chargelavbe recognized in incor
from operations.

Sales of Restaurants and Restaurant Equity Inger&stles of restaurants or noantrolling equity interests in restaurants devetbpy the Company are recorded under either th
accrual method or the installment method of acdagntUnder the full accrual method, a gain is re@ognized until the collectability of the salegcpris reasonably assured and
earnings process is virtually complete without Hert contingencies. When a sale does not meetetiigrements for income recognition, the relatedh gaideferred until tho:
requirements are met. Under the installment methioel gain is incrementally recognized as principayments on the related notes receivable arectedle The Compan
accounting policy, with regards to the sale ofaesints, is in accordance with the guidance of FASE 36010, Property, Plant, and Equipment. If the inipayment is less th
the percentages set forth, use of the installmexthad is required.

The Company's accounting for the sale of restasiiaralso in accordance with FASB ASC 810-20, Chdation of Variable Interest and SpecRiwpose Entities, because the r
and other incidents of ownership have been trarefdao the buyer. Specifically, a) no continuingalvement by the Company exists in restaurantsatesold, b) sales contre
and related income recognition are not dependathefuture successful operations of the sold veatas, and c) the Company is not involved as aagniar on the purchasers' debts.

Deferred Liabilities- Rent expense is reflected on a straight-linesbaser the term of the lease for all leases coimtgistepups in base rent. An obligation representing f
payments (which totaled $384,000 as of Septemhe2B0D0) is reflected in the accompanying consodidabalance sheet as a deferred liability. Alsdunted in the $916,0(
deferred and other liability balance is a $391,d@eferred gain on the sale of the building and impreents of two Compangwned restaurants in two separate sale leas
transactions. The building and improvements watissquently leased back from the third party pusetsa The gains will be recognized in future pesiodproportion to the rer
paid on the fifteen and twenty year leases.

Opening Costs Opening costs are expensed as incurred.

Advertising- The Company incurs advertising expenses in coforegtith the marketing of its restaurant operatiodglvertising costs are expensed when the relatkertising
begins.

Franchise and Area Development Feé&wdividual franchise fee revenue is deferred wremeived and is recognized as income when the Caoynipas substantially performed al
its obligations under the franchise agreement hadrainchisee has commenced operations. The Cofspammitments and obligations pursuant to thechi&se agreements con
of a) development assistance; including site selecbuilding specifications and equipment purchgsind b) operating assistance; including traiihgersonnel and preparation
distribution of manuals and operating materialdl oAthese obligations are effectively completeonphe opening of the restaurant at which timeftaechise fee and the portion
any development fee allocable to that restauramcggnized. There are no additional material cdmemts or obligations.

The Company has not recognized any franchise fegishave not been collected. The Company segegat@l franchise fees from other franchise rexein the statement
operations. Revenues and costs related to compangéd restaurants are segregated from revenuesoatsirelated to franchised restaurants in therseit of operations.

Continuing royalties from franchisees, which arpeacentage of the gross sales of franchised opasatare recognized as income when earned. Fsandeivelopment expens
which consist primarily of legal costs and restati@pening expenses associated with developingoaeding franchise restaurants, are expensed adasselated franchise f
income.

Accounting for Notes ReceivableThe Company's notes receivables are all due fromd@imes franchisees, or franchise advertisingpeoatives. All of the notes receivable
collateralized by real estate or equipment andagedf the notes are personally guaranteed byrtirehisees. The notes are all term notes withasteaccruing at market rates.
Company reviews the notes from time to time to ss@llectability. The Company has determined &liatotes receivable at September 30, 2010 areatalble and allowances
write-downs are not necessary.
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Operating Partner ProgranOperating Partners in a restaurant share in fuhoreases of their restaurant's cash flows abovestablished baseline, which is based on the gireg
twelve months' cash flow after full allocation afvartising and capital expenses. This progranesghed to figuratively put Operating Partnershia shoes of an owner so th.
portion of their compensation is derived solelynfrthe improvement in the financial performancehgiit respective restaurants. The portion of césh increases allocable to 1
Operating Partners are expensed as incurred onadedy basis, with a cumulative adjustment made &y months where cash flows fall below the esthbH baseline
Compensation under this program is expensed tauesit operations as incurred. No other long teemefits accrue or vest to the Operating Partmetkis program. Operati
Partners are employees at will and are subjeertoibation from this program if certain operatingstomer service and financial objectives are reit m

Income Taxes We account for income taxes in accordance with EASC 740, Income Taxes. FASB ASC 740 prescribeauge of the liability method whereby deferreddase
and liability account balances are determined basedifferences between the financial reporting tdbases of assets and liabilities and are medsising the enacted tax r¢
and laws that will be in effect when the differemege expected to reverse. The Company provideduation allowance, if necessary, to reduce defletaz assets to their estima
realizable value.

Net Income (Loss) Per Common Sh- The income (loss) per share is presented in daoae with the guidance of FASB ASC 2B0- Earnings per Share (EPS). Basic EF
calculated by dividing the income (loss) availatdecommon stockholders by the weighted average rurabcommon shares outstanding for the periodut&d EPS reflects tl
potential dilution that could occur if securitiesather contracts to issue common stock were esedlodr converted into common stock. Options for &6 9,953 shares of comn
stock were not included in computing diluted EPS2@10 and 2009, respectively, because their effigete anti-dilutive.

Financial Instruments and Concentrations of Criedik - Credit risk represents the accounting loss thatldvbe recognized at the reporting date if couraeigs failed completely
perform as contracted. Concentrations of credk (ivhether on or off balance sheet) that arismffimancial instruments exist for groups of custesner counterparties when tt
have similar economic characteristics that wouldseatheir ability to meet contractual obligationsbe similarly effected by changes in economic thieo conditions. Financi
instruments with off-balancsheet risk to the Company include lease liabiliigreby the Company is contingently liable as argntor of certain leases that were assigned itd
parties in connection with various sales of restats to franchisees (see Note 7).

Financial instruments potentially subjecting thenpany to concentrations of credit risk consist gipally of receivables. At September 30, 2010erakceivable totaled $19,(
and is due from two entities. Additionally, thefpany has other current receivables totaling $18Y ,@&hich includes $68,000 of franchise receivables

The Company purchases 100% of its restaurant faddpaper from one vendor. The Company believedfaisat number of other suppliers exist from whiilod and paper cot
be purchased to prevent any long-term, adverseeqoesices.

The Company operates in one industry segment,urestts. A geographic concentration exists becthes€ompany's customers are generally locateceiistate of Colorado.

Comprehensive Income (Lo¥s Comprehensive income includes net income or Idsanges in certain assets and liabilities thatreperted directly in equity such as adjustm
resulting from unrealized gains or losses on heldiaturity investments and certain hedging transast

In May 2007, the Company entered into an interats swap agreement, designated as a cash flow hetigth hedges the Company's exposure to inteagstfiuctuations on tf
Company's floating rate $1,100,000 term loan. $o&l 2008 The Company recorded the fair value esdtcontracts in the balance sheet, with the difsether comprehensive lo
In fiscal 2009 and fiscal 2010 the fair value hasrbrecognized in current earnings due to the teghcovenant defaults that exist with the undedyWells Fargo Bank loan. T
contract requires monthly settlements of the dififiee between the amounts to be received and pdit tine agreement, the amount of which is recodnizecurrent earnings
interest expense. See Note 5 for additional infoiona
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StockBased CompensationStock-based compensation is presented in acooedarth the guidance of FASB ASC 718-10-30, Compgan - Stock Compensation. Under
provisions of FASB ASC 718, stodlased compensation is measured at the grant deedon the calculated fair value of the award, iamécognized as an expense ove
requisite employee service period (generally theting period of the grant). See Note 13 for addaldnformation.

Variable Interest EntitiesFASB ASC 810-20, Consolidation of Variable Inwrand Speciakurpose Entities, can require consolidation ofiakde interest entities" (VIES). Once
entity is determined to be a VIE, the party witke ttontrolling financial interest, the primary bengiry, is required to consolidate it. The Compdmag two franchisees with no
payable to the Company. These franchisees are dEdefined by FASB ASC 81, however, the Company is not the primary bereficof these entities. Therefore they are
required to be consolidated under the guidanceA&B-ASC 810-20.

Fair Value of Financial InstrumentsThe Company adopted the provisions of FASB ASC, &2r Value Measurements and Disclosures, effedetober 1, 2008. FASB ASC ¢
defines fair value, establishes a framework for sneag fair value under generally accepted accagnprinciples and enhances disclosures about éirevmeasurements. See M
12 for additional information.

Fair value is defined as the price that would lxeired to sell an asset or paid to transfer alitgbn an orderly transaction between market giaints at the measurement ¢
Valuation techniques used to measure fair valuee@sired by Topic 820 of the FASB ASC, must maxienihe use of observable inputs and minimize teeofisnobservable input

FASB ASC 820 defines three levels of inputs thay im@ used to measure fair value and requires lieaai$sets or liabilities carried at fair value Eeldsed by the input level unc
which they were valued. The input levels definedamFASB ASC 820 are as follows:

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

Level 2: Observable inputs other than defined in Level Ihsas quoted prices for simil
assets or liabilities; quoted prices in markets #re not active; or other inputs that are
observable or can be corroborated by observabl&andata for substantially the full
term of the assets or liabilitie

Level 3 Unobservable inputs that are not corroborated Isgfable market dat

Non-controlling Interests

The Company adopted the provisions of FASB ASC &ldnpsolidation, effective October 1, 2009. FASB A81D requires nowentrolling interests, previously called mino
interests, to be presented as a separate itene iachity section of the consolidated balance sliealso requires the amount of consolidated nebrime or loss attributable to non-
controlling interests to be clearly presented om fdice of the consolidated income statement. Aattidly, Topic 810 clarifies that changes in a p#seawnership interest in
subsidiary that do not result in deconsolidatiom equity transactions, and that deconsolidatiom @fbsidiary requires gain or loss recognitionehincome based on the fair value
the deconsolidation date. Topic 810 was appliedgeotively with the exception of presentation amtldsure requirements, which were applied retrospaly for all period
presented, and did not significantly change thegmtation of our consolidated financial statements.

Subsequent Events

The Company adopted the provisions of FASB ASC &fhsequent Events, effective October 1, 2009. B-FASC 855 establishes the accounting for, and dlisck of, materi
events that occur after the balance sheet datedfate the financial statements are issued. le@ggnthese events will be recognized if the coodiexisted at the date of the bale
sheet, but will not be recognized if the conditaid not exist at the balance sheet date. Discto®urequired for nomecognized events if required to keep the finanstialemen:
from being misleading.

Recent Accounting Pronouncemenis January 2010, the FASB issued an update regagliidance over the disclosure requirements ofviaine measurements. This update -
new requirements for disclosure about transfersanid out of Levels One and Two and also addsiaddltdisclosure requirements about purchasess,sakiances, and settlem:
relating to Level Three measurements. The guidaneHective for reporting periods beginning aflscember 15, 2009
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for the disclosure requirements around Levels QmkTawo measurements, and is effective for reponiegods beginning after December 15, 2010 fordiselosure requiremer
around Level Three. This new guidance currentlyf@impact on the fair value disclosures of thenBany, as there have been no transfers out of £&veé or Two.

In June 2009, the FASB issued FASB ASC 105, Gelyefaicepted Accounting Principles, which establsiiee FASB Accounting Standards Codification asdbie source
authoritative generally accepted accounting priesipPursuant to the provisions of FASB ASC 108, @lompany has updated references to GAAP in i@l statements isstL
for the period ended September 30, 2010. The antopfiFASB ASC 105 did not impact the Company'aficial position or results of operations.

In June 2008, the FASB issued FASB ASC 8D5Derivatives and Hedging, that provides guidamtéow to determine if certain instruments (or edded features) are conside
indexed to a company's own stock, including insenta similar to warrants to purchase the compasigisk. FASB ASC 815-40 requires companies to ueosstep approach
evaluate an instrument's contingent exercise pmngsand settlement provisions in determining weethe instrument is considered to be indexedst@\vin stock and therefc
exempt from the application of FASB ASC 815. AltgbuFASB ASC 81540 was effective for our fiscal year beginning @eto1, 2009, any outstanding instrument at the dt
adoption requires a retrospective application efahcounting through a cumulative effect adjustni@metained earnings upon adoption. The adoptidhPA&B ASC 81540 did no
impact the Company's financial position or resafteperations. The requirements of FASB ASC &0D5will only impact future derivative or hedgingmsactions into which we m
enter.

In December 2007, the FASB issued FASB ASC 805jrtess Combinations, which establishes principles raquirements for how an acquiring entity in aibesss combinatic
recognizes and measures the assets acquired hilitid assumed in the transaction; establishesattyuisitiondate fair value as the measurement objective faasaslets acquire
and liabilities assumed; and sets the disclosugeimrements regarding the information needed toustaland understand the nature and financial effettte business combinatic
This accounting pronouncement was effective for fisgal year beginning October 1, 2009. The adwoptf this guidance did not have any impact on@eenpany's financi
position or results of operations. The requiremefitSASB ASC 805 will only impact future businessnbination transactions into which we may enter.

2. Liquidity:

As of September 30, 2010, we had $429,000 in cadtcash equivalents on hand. We currently plamstothe cash balance, any cash generated fromtioperand net proceeds
approximately $1,820,000 received on December,0l® Zrom the Sl Investment Transaction discusseldate 15 to reduce our accounts payable, acciabitities and short ter
notes payable and for our working capital needisgal 2011. In December 2010 we also renegotiitedcovenants and collateral of our bank loan Wiills Fargo whereby we ¢
currently in compliance with all covenants. We bedi that we will have sufficient capital to meet otorking capital, long term debt obligations aredurring capital expendit.
needs in fiscal 2011. Additionally, we may s®lisublease select underperforming company operagtdurants if we believe the realizable assetevisl greater than the long te
cash flow value or if the asset does not fit omgler term distribution and location of restaurants.

As of September 30, 2010, we had a working cagieitit of $1,869,000 substantially due to noteggtde of $585,000 which are due on December 310Q 20 accrued prope
taxes for 2009 of approximately $200,000 which areently due. Net proceeds of approximately $0,820 received on December, 13 2010 from the Sidtment Transacti
discussed in Note 15 were used to reduce our atspayable, accrued liabilities and short term sigeyable and for our working capital needs inafig011. Additionally, we ha
recorded an $84,000 current liability related te timrealized loss on our interest rate swap, azitesl in Note 4 below.

In December, 2009 we entered into an agreemenkteme the maturity of the PFGI I, LLC loan to Dedeer 31, 2012 and modified the terms of the loamétude a 25 ye:
amortization period with a balloon payment for tieenaining principal balance on December 31, 2048.a result, the majority of the PFGI Il LLC loas shown as a long te
liability as of September 30, 2010. On Decemhe2(®0 we sold the vacant land that was partialliateralizing the PFGI Il loan and used the netcgeds of $812,000 to redi
the loan. We anticipate selling the land andding underlying an operating restaurant we own todateralizes the remaining PFGI Il loan in aedelaseback transaction and u
the proceeds to reduce the loan. If that transgirel the PFGI |l loan is paid in full, the addit collateral under the PFGI Il loan will be reded.
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3. DISCONTINUED OPERATIONS

Discontinued operations are presented in accordaitbeFASB ASC 205-20, Presentation of Financiat&ments. During fiscal 2010 we closed two locatiamne duabrande:
restaurant in Commerce City, Colorado in March 2@m@@ one caeveloped restaurant in Denver, Colorado in Juri®20he loss from discontinued operations includieth the
current and historical results of operations, thie ¥alue of all future lease obligations and ampamment charge to write down the fixed assetsdokbvalue. Fixed assets
$1,164,000 and $1,164,000 of associated accumutigigciation related to discontinued operatiorsraziuded in the property and equipment of ourdemrsed consolidated bala
sheet. Current and long-term liabilities relatedisxcontinued operations relate to the future esttih lease obligations.

Following is a summary of the costs from discongiddwperations for the current and prior year period
Twelve Months Ende

September 3(
2010 2009
Results of operations $153,00C $218,00C
Future lease obligations, fair val 143,000 -
Asset impairment charges and ot
costs 294,00C -
Loss from discontinued operatio $590,00C $218,00C

With respect to the closed locations, we have oaig lease obligations of $786,000. We have ssbléthe Commerce City location for $618,000. Weehavminated the lease on
the Denver location effective February 1, 2011. Wdee recorded an estimated liability of $143,008ateel to these locations.

4, Notes Receivahle

Notes receivable consists of the following as git8mber 30, 201(

Notes receivable from franchisees related to restalequipment; 6.0% to 10% intel
per annum; monthly payments of principal and irgerare due in the amount
approximately $1,100; final payment due in 2012llateralized by all fixtures at

equipment of the related restaura 19,000
Less current portio (9,000)
Notes receivable, net of current port $ 10,000
5 Debt

Note payable with PFGI I, LLC with monthly of pdipal and interest (8.65%, with a

year amortization) and a balloon payment of allaidgorincipal due on December

2012. The loan is secured by two Real Propertyd®eé Trust, four Leasehold Deed:

Trust and Security Agreemendgd Assignment of Rents and Fixture Filings and

Security Agreements and Assignment of Rents antuiexFilings related to those

corporate restaurants. The promissory note coietita line of credit which may

repaid but not -advanced, at any tim $ 2,481,000
Note payable with Wells Fargo Bank, NA with paynseat principal and interest (prir

rate less .5%) due monthly and the final paymestiduApril 2015. The loan is secu

by four Security Agreements related to the furmtdixtures and equipment of the f

corporate restaurants. This loan is classifieduagsent based on covenant violation:

discussed belov 722,000
Related Party note payable with Golden Bridge, Likith payments of interest (10'

due monthly with all unpaid principal due DecemBé&r 2010. The promissory note

subject to the terms of an Intercreditor Agreeniertveen the Company, Golden Bric

LLC and PFGL1 II, LLC, and the deeds of trust antlisiey agreements described in s

Intercreditor Agreement. See note 8 below for fartexplanation 185,000
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Note payable with W. Capital and John T. McDonalidhwnterest accruing montt
(12% from February, 2010 to July, 2010 and 14% faaungust, 2010 to maturity) with i
unpaid principal due December 31, 2010. The Loaredgent and the Note are suk
to the terms of a Leasehold Deed of Trust Agreenaentt Security Agreement w
respect to certain of Good Times Drive Thru's nastats that were not previou
pledged as collateral under the Wells Fargo BariRFgBI 1, LLC borrowings. See not¢

below for further explanatiol 400,000

Unamortized note discount related to warrants ssaeconnection with the above nc

payable with PFGI II, LLC and W. Capital and JohrMicDonald (81,000
3,707,000

Less current portio (702,000

Long term portior $ 3,005,000

In conjunction with the Wells Fargo Bank term lo#tre Company entered into a variable to fixed egerate swap agreement with Wells Fargo Bank &ffedlay 9, 2007, with
notional amount of $1,100,000, a pay rate of 7.7#% a receive rate based on the bank prime raie.3@8. The swap agreement has an ejight-term and has the effeci
normalizing the effective interest rate at 7.77%. & September 30, 2010, the fair value of theremhtwas a loss of $84,000. The unrealized lossbleas recorded in inter
expense.

As of September 30, 2010, principal payments or bebome due as follows:
Years Ending

September 3(
2011 $ 702,000
2012 152,000
2013 2,565,000
2014 169,000
2015 119,000

$ 3,707,000

In connection with the Wells Fargo Bank loan, them@any had agreed to certain covenants, whichdecininimum tangible net worth, a total liabilitiestangible net worth rat
and a fixed charge coverage ratio, as definedaraireement. As stated above in Note 2 as of Septed®, 2010, the Company was not in complianck itstloan covenants, but
December 2010 negotiated an amended loan agreaeme i now in compliance with all covenants andntfagority of the loan is therefore classified dsrag-term liability.

6. Other Accrued Liabilities

Other accrued liabilities consist of the followiagSeptember 30, 2010:
Wages and other employ $ 244,000

benefits
Taxes, other than income t 702,000
Other 230,000
$ 1,176,000
7. Commitments and Contingencies

The Company's office space, and the land and Ingitdielated to the Drive Thru restaurant faciliges classified as operating leases and expiretheenext 14 years. Some lee
contain escalation clauses over the lives of theds. Most of the leases contain one to threeyfee-renewal options at the end of the initial te@artain leases include provisit
for additional contingent rent payments if salekintes exceed specified levels. The Company paithaterial contingent rentals during fiscal 2010 2669.
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Following is a summary of operating lease actisitie

Year Ended Septemb
30,

2010
Minimum rentals $ 2,322,000
Less sublease rent: (322,000;
Net rent paic $ 2,000,000

As of September 30, 2010, future minimum rental otments required under the Company's operatirgekethat have initial or remaining non-cancellddese terms in excess of
one year are as follows:
Years Ending September

30,

201: $ 2,081,000
201; 2,122,000
201: 2,128,000
201. 1,923,000
201! 1,551,000
Thereafte 8,221,000

18,026,000

Less sublease rent: (2,965,000
$ 15,061,00C

The Company is contingently liable on several gbleases that have been subleased or assigneahtthisees. The subleased and assigned leases leefuireen 2011 and 20:
Currently we have not been notified nor are we avedirany leases in default by the franchisees, kieniere can be no assurance that there will @at ithe future which could ha
a material effect on our future operating results.

8. Financing Transactions

Wells Fargo Bank N.A.

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 prim&/e simultaneous
entered into an interest rate swap transaction Witls Fargo Bank for the full $1,100,000 with &efil interest rate of 7.77% for the full eight y&amm coinciding with the no
payable. As previously reported, we were in défaticertain financial loan covenants and had beeerating under a forbearance and reservationghfsiagreement with We
Fargo. As previously disclosed in the Companyisent report on Form B-filed December 17, 2010, we entered into a need@rand Loan Agreement that modified the

covenants and provided additional collateral tolgVEhrgo. The loan covenants were modified to irequinimum Tangible Net Worth of $2,500,000, Toti#bilities Divided by
Tangible Net Worth not greater than 3.0 to 1.0 and&EBITDA Coverage Ratio not less than 0.9 to %.@fahe end of the first fiscal quarter of 2018t kess than 1.2 to 1.0 as of
end of the second fiscal quarter of 2012 and restflean 1.5 to 1.0 thereafter.

PEGLII, LLC

In July 2008, we entered into a $2,500,000 prommyssote with an unrelated third party (PFGI Il, LL.@nd amended that note on April 20, 2009 extentliegmaturity to July 1
2010. Effective January 2, 2010, the Company edt@ite an agreement to amend its loan with PFGLIC. The maturity date was extended to Decembe2812, the interest re
was increased to 8.65% and monthly payments o€ipahand interest are payable beginning Januar2@10, based upon a 25 year amortization priondturity. In connection wit
the agreement, the Company issued a theze-warrant dated January 2, 2010 to PFGI II, lMddch provides that PFGI Il, LLC may at any timerfr January 2, 2010 ur
December 31, 2012 purchase up to 112,612 sharée d€€ompany's common stock at an exercise pricgldfl per share. The number of shares purchaspble exercise of tt
warrant and the exercise price are subject to mestp antidilution adjustments upon the occurrence of angkstividends, stock splits, reverse stock spliegapitalization:
reclassifications, stock combinations or similaemg. The fair value of the warrant issued to PFQILC was determined to be $79,000 with the fallog assumptions; 1) risk fr
interest rate of 1.7%, 2) an expected life of 3rgeand 3) an expected dividend yield of zero. fevalue of $79,000 was charged to the note distand credited to Additior
Paid in Capital. The note discount will be amodiz&er the term of thirty six months and chargethterest expense.
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The promissory note originally constituted a revmdvline-of-credit for the development of new restaurants whiek advanced and repaid on a monthly basis from to time. Th
promissory note now constitutes a term loan witmthly payments of principal and interest. The ltmsecured by separate leasehold deeds of trdsfemmurity agreements rela
to six companyewned restaurants and first deeds of trust on &b properties funded by the line of credit. Thimaltoutstanding balance on the promissory note $22481,000 :
September 30, 2010. Of the $2,481,000 outstarishitence, $1,595,000 is related to the construaifane companywned restaurant in Firestone, Colorado that opé@néittobe
2008. The fully developed restaurant is currenting marketed in the saleaseback market. The remaining balance is relatéde purchase, entitement and other develog
fees on a parcel of land in Aurora, Colorado thas wold on December 3, 2010 reducing the loan b2,$80 in net proceeds from the sale.

Golden Bridge, LLC

On April 20, 2009 as reported on FornK8the Company entered into a loan agreement withiéh Bridge, LLC ("Golden Bridge"), pursuant toiatih Golden Bridge made a loar
$185,000 (the "Golden Bridge Loan") to GTDT to tsed for restaurant marketing and other workingtaapbsts. Eric Reinhard, Ron Goodson, David @risRichard Stark, a
Alan Teran, who were all members of the Companyar8 of Directors at the time of the transactiod atockholders of the Company, are the sole mentfe@olden Bridge
Subsequent to the fiscal year end, the loan wasdep full on December 13, 2010 from the proceeftthe Sl Investment Transaction (see "SIl InvestiiTransaction” below).

The Golden Bridge Loan was evidenced by a promyssote dated April 20, 2009 made by the Company@nBT, as canakers, and bearing interest at a rate of 10% rpaura ot
the unpaid principal balance. The note providedhionthly interest payments and was to mature andue and payable in full on December 31, 2010e ddmmitment fee for tl
Golden Bridge Loan was $3,700.

In connection with the Golden Bridge Loan, the Campissued a thregear warrant dated April 20, 2009 to Golden Brigdech provides that Golden Bridge may at any timgen
April 20, 2009 until April 20, 2012 purchase up38,500 shares of the Company's common stock akentise price of $1.15 per share. The number afeshpurchasable ug
exercise of the warrant and the exercise pricesalgect to customary anditution adjustments upon the occurrence of angkstividends, stock splits, reverse stock sj
recapitalizations, reclassifications, stock comtigmes or similar events. The fair value of the aatrissued to Golden Bridge was determined to 2080 with the followin
assumptions: 1) risk free interest rate of 1.27@r2expected life of 3 years, and 3) an expedtédend yield of zero. The fair value of $42,000sacharged to the note discount
credited to Additional Paid in Capital. The noteadiunt will be amortized over fourteen months amarged to interest expense.

W. Capital and John T. McDonald

On February 1, 2010, the Company entered into a &mgeement with W Capital, Inc. ("W Capital"), doh. McDonald ("McDonald") and Golden Bridge, pumatito which th
lenders made loans totaling $200,000, with up tadditional $200,000 available through April 30;120to be used for restaurant marketing and otleeking capital uses of GTD”
As set forth below, the loan agreement was subslguemended as of April 1, 2010 to remove Goldeild@e as a lender and to replace it with additidoahs from W Capital ar
McDonald. At September 30, 2010 the entire $40D,68d been advanced to the Company pursuant ttoéimeagreement (the "Bridge Loans"). On Decemi®r2D10, th
outstanding principal amount of the Bridge Loans aid in full from the proceeds of the Sl Investrh Transaction, and accrued interest on the Bridgss was converted ir
79,430 shares of Common Stock.

The Bridge Loans were evidenced by a Secured CobleePromissory Note dated April 1, 2010 made iy Company and bearing interest at a rate of 12%mum on the unpe
principal balance through August 1, 2010 and &ite of 14% per annum from and after August 1, 20l the maturity date of December 31, 2010. Tibée provided that tt
outstanding principal balance and accrued intevesid be convertible into shares of Common StocthefCompany at any time prior to repayment atreversion price of 25% le
than the average price of the Company's commork staong the 20 days prior to the conversion date, not below $0.75 per share nor above $1.08 ppares However, |
connection with the SlI Investment Transaction, \Apital and McDonald agreed to convert the accrméefést payable on the Bridge Loans into sharéSamimon Stock at
conversion price of $0.50 per share and enteredaintagreement with the Company to amend the csioveprovisions of the note accordingly.

In connection with the Bridge Loans, the Comparsyésl warrants dated February 1, 2010 to W CapitiMcDonald which provide that the lenders mayrst tme from Februai
1, 2010 until two years from the date of repaynuent
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conversion of the Bridge Loans purchase up to gneagite of 50,000 shares of the Company's Comnumk &t an exercise price of 25% less than the geguace of the Compan
common stock during the 20 days prior to the eserdate, provided, however, that the exercise gtied not be below $0.75 per share nor above $ied&hare. Pursuant to
terms of the loan agreement, because the Bridgad ware not repaid prior to August 1, 2010, the gany issued warrants to W Capital and McDonaldlerpurchase of 50,0
additional shares of the Company's Common Stock tipe same terms as the initial warrants. The murobshares purchasable upon exercise of the mtarissued to W Capit
and McDonald and the exercise price are subjectistomary antdilution adjustments upon the occurrence of angkstbividends, stock splits, reverse stock splésapitalization:
reclassifications, stock combinations or similaem@g. Following the repayment and conversion efBhdge Loans on December 13, 2010, the warraititexpire on December 1
2012.

The fair value of the warrants issued February0102vas determined to be $38,000 with the followvasgumptions: 1) risk free interest rate of 1.42)@n expected life of 2.5 yee
and 3) an expected dividend yield of zero. TheValue of $38,000 was charged to the note discandtcredited to Additional Paid in Capital. Theendiscount was amortized o
the term of seven months and charged to intergmsrese.

The intrinsic value of the embedded beneficial @rion feature of the Bridge Loans was determinduet$161,000. The intrinsic value of $161,000 el@rged to the note disco
and credited to Additional Paid in Capital. Theendiscount was amortized over the term of severtinsagmnd charged to interest expense.

The fair value of the warrants issued August 1,02@As determined to be $36,000 with the followisguanptions: 1) risk free interest rate of .70%aR)expected life of 2.4 yes
and 3) an expected dividend yield of zero. Thevalue of $36,000 was charged to the note discandtcredited to Additional Paid in Capital. Theendiscount is being amortiz
over the term of five months and charged to intezgpense.

9. Managed Limited Partnerships

Drive Thru is currently the general partner of dingited partnership that was formed to develop Bribhru restaurants and Drive Thru sold their lichifgartner interest in o
restaurant in June 2010. Limited partner contrdmgihave been used to construct new restauramige Thru, as a general partner, generally recegwveallocation of approximate
51% of the profit and losses and a fee for its rganmeent services. The equity interest of the utedlimited partner is shown on the accompanyingsobdated balance sheet in
stockholders equity section as a non-controllintgriest, and the limited partner's share of theimmtme or loss in the partnership is shown as ewntrolling interest income
expense in the accompanying consolidated stateofi@perations.

10. Income Taxes

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

2010 2009
Current Long Term Current Long Term
Deferred assets (liabilities
Tax effect of net operating lo
carry-forward - $ 3,047,000 $ - $ 2,292,000
Partnership basis differen - 173,000 - 143,000
Deferred revenu - 160,000 - 172,000
Property and equipment basis
differences - 286,000 - 117,000
Other accrued liability _ . .
difference 90,000 41,000 48,000 36,000
Net deferred tax asse 90,000 3,707,000 48,000 2,760,000
Less valuation allowance (90,000 = (3,707,000 __ (48,000, (2,760,000
Net deferred tax assets
$ - $ - $ - $ -
* The valuation allowance increaseds®$9,000 during the year ended September 30, 2010.
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The Company has net operating loss céoryvards of approximately $7,997,000 for income paxposes which expire from 2011 through 2030. #$e of these net operating |
carry-forwards may be restricted due to changesvnership.

Total income tax expense for the years ended 20d®@09 differed from the amounts computed by dpplthe U.S. Federal statutory tax rates to prasie@me as follows:

2010 2009

Total expense (benefit) computed by applying ths.

Statutory rate (35% $ (1,026,000 $ (576,000
State income tax, net of federal tax ber (88,000) (50,000)
Effect of change in valuation allowan 989,000 552,000
Permanent difference 30,000 68,000
Other 95,000 _ 6,000
Provision for income taxe $ - $ -

11. Related Parties

The Erie County Investment Company (owner of 99% lé Bailey Company) is a substantialder of our common stock and has certain contedetghts to elect members of
Company's Board of Directors under the Series Bv€dible Preferred Stock Agreements entered inteelbruary, 2005.

The Company leases office space from The Bailey fizmy under a lease agreement which expired in Béyete2010 and is currently leasing the space owm@thrto month basit
Rent paid to them in fiscal 2010 and 2009 for effipace was $55,000 and $55,000, respectively.

The Bailey Company is also the owner of one frasmthiGood Times Drive Thru restaurant which is ledah Loveland, Colorado and was the owner of eaechised restaurant
Thornton, Colorado which was closed in October 200# Bailey Company has entered into two franchistt management agreements with us. Franchisetissyahd manageme
fees paid under those agreements totaled appradiynB0,000 and $78,000 for the fiscal years endiegtember 30, 2010 and 2009, respectively. Amodimésfrom The Baile
Company related to these agreements at Septemp20B0 and 2009 were $12,000 and $18,000, respéctiv

Total interest and commitment fees paid to Goldedd#g, LLC under their agreement were approxima$dl$,000 and $12,000 for the fiscal years endinge®eber 30, 2010 a
2009, respectively. See Note 8 above for the terfitise loan.

12. FAIR VALUE OF FINANCIAL INSTRUMENTS:

The following table summarizes financial assets latilities that are measured at fair value oe@urring basis as of September 30, 2010:
Level 2 _
Interest Rate Swap liabilit $84,000

13. Stockholders' Equity

Preferred Stock The Company has the authority to issue 5,000,0@@es of preferred stock. The Board of Directas the authority to issue such preferred sharssries an
determine the rights and preferences of the stzaresay be determined by the Board of Directors.

Common Stock Dividend Restriction#\s long as at least twitrirds of the shares of common stock into whichSkeies B Preferred Stock was converted remairtsthyethe forme
holders of such converted Series B Preferred Steitkput the written consent or affirmative votetbe holders of threquarters of the then outstanding votes of the shafehe
Series B Preferred Stock and the shares of the constock, the Company cannot institute any payratoash dividends or other distributions on anyreb@f common stock.

Stock Option Plans The Company has an Omnibus Equity Incentive Comsgtan Plan (the "2008 Plan"), approved by shddehse in fiscal 2008, which is the successor el
compensation plan to the Company's 2001 Stock ®mtilan (the "2001 Plan"). As of September 30,020561,986 shares were available for future graftsonqualified stoc
options, incentive stock options, stock appreciatights, restricted stock, restricted stock urptrformance shares, performance units and stoséebawvards.
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The 2008 Plan serves as the successor to our 2801 4 amended (the "Predecessor Plan"), andrtfeefitawards shall be made under the Predecesaorfi®im and after tt
effective date of the 2008 Plan. All outstandimgaeds under the Predecessor Plan immediately farithre effective date of the 2008 Plan shall beriporated into the 2008 Plan ¢
shall accordingly be treated as awards under tB8 Elan. However, each such award shall contiaumetgoverned solely by the terms and conditiorth@finstrument evidenci
such grant or issuance, and, except as otherwmessty provided in the 2008 Plan or by the Conmaithat administers the 2008 Plan, no provisioh®f2008 Plan shall affect
otherwise modify the rights or obligations of hatlef such incorporated awards.

Following the guidance of FASB ASC 718-10-30, Congzion - Stock Compensation, stdzksed compensation is measured at the grant deted lon the calculated fair value
the award, and is recognized as an expense ovezdhisite employee service period (generally sting period of the grant).

The Company measures the compensation cost agsbueiah share-based payments by estimating thevédire of stock options as of the grant date ugiegBlackScholes optio
pricing model. The Company believes that the vaduaiechnique and the approach utilized to devébepunderlying assumptions are appropriate in tatiog the fair values of tt
Company's stock options granted during fiscal 2@H9imates of fair value are not intended to predatual future events or the value ultimately izl by the employees w
receive equity awards.

Net income for the fiscal years ended September28@0 and 2009 includes $88,000 and $77,000, résphc of compensation costs related to our s-based compensati
arrangements.

During the fiscal year ended September 30, 2010gnarted 12,000 nostatutory stock options and 30,606 incentive siutions both with exercise prices of $1.15. The gi&m
weighted average fair value was $.85 for the natugiry stock option grants and $.84 for the inwenstock option grants.

In addition to the exercise and grant date prideth® awards, certain weighted average assumptiatswere used to estimate the fair value of stuation grants are listed in t
following table:

Incentive Stocl Non-Statutory Stocl
Options Options
Expected term (years) 6.5 6.7
Expected volatility 82.4% 81.9%
Risk-free interest rat 2.84% 2.90%
Expected dividend 0 0

We estimate expected volatility based on histoneetkly price changes of our common stock for @ogeequal to the current expected term of the ostid he riskfree interest ra
is based on the United States treasury yieldsfaceat the time of grant corresponding with theented term of the options. The expected optiom tsrthe number of years
estimate that options will be outstanding prioexercise considering vesting schedules and ouwrfdat exercise patterns.

FASB ASC 718-1(B0 requires the cash flows resulting from the terdjits for tax deductions in excess of the comaiams expense recorded for those options (excedsetaefits
to be classified as financing cash flows. Thesesxtax benefits were $0 for the fiscal years eis#griember 30, 2010 and 2009.

A summary of stock option activity under our shhessed compensation plan for the fiscal year enéptegber 30, 2010 is presented in the followindetab

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Life Intrinsic
Options  Exercise Prict (Yrs.) Value
Outstanding-beg of
year 379,231 $3.55
Grantec 42,606 $1.15
Exercisec 0
Forfeited (7,320) $4.60
Expired (24,431) $3.12
Outstanding Sept 30,
2010 390,086 $3.30 54 $0
Exercisable Sept 30,
2010 269,060 $3.76 4.2 $0

F-19




As of September 30, 2010, the total remaining wgeized compensation cost related to unvested 4tas&d arrangements was $51,000 and is expectes recbgnized over
weighted average period of 2.09 years.

The total intrinsic value of stock options exerdisturing the fiscal year ended September 30, 2049 $0. Cash received from stock option exerciseshke fiscal year end
September 30, 2010 was $0.

14. Retirement Plan

The Company has a 401(k) profit sharing plan (Plari"). Eligible employees may make voluntary cbutions to the Plan, which may be matched byGbenpany, in an amot
equal to 25% of the employee's contribution up ¥ & their compensation. The amount of employegrdmutions is limited as specified in the Plan.eT@ompany may, at
discretion, make additional contributions to tharPor change the matching percentage. The Contidmot make any matching contributions in fiscal@ or fiscal 2009.

15. Subsequent Events
Subsequent events have been evaluated througlatihéhe consolidated financial statements werdableaito be issued.

Pre-approval of non-audit services: On October 28,0, the Audit Committee of the Board of DirectofsGood Times Restaurants Inc. approved in advaecgin noraudil
services to be performed by Hein & Associates, Ghiates' independent auditor. These non-audit sesvare to consist primarily of corporate incomec@mpliance services.

Completion of Sl Investment Transaction and Rel&eents: On December 13, 2010, the Company cdatptee Sl Investment Transaction pursuant to vktie Company issu
4,200,000 Shares to Sll and received gross proc#e 100,000, some of which were used to repaydbmpany's interim working capital loans from GoidBridge, W Capital at
McDonald, accompanied by the conversion of accmiest on the W Capital and McDonald loans irB@30 shares of Common Stock. In addition, thdr8#stment Transacti
also allowed the Company to renegotiate the temdscavenants of its loan with Wells Fargo and gam compliance of certain financial loan covenahg had previously been
default. See Financing Activities under the Ligtydind Capital Resources section above for furdle¢aiils regarding the Sl Investment Transactioth retated events.

See the "Financing" section above for discussiath®fpartial pay-down of the PFGI Il loan in Dec&mB010.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCL OSURE.

During the two most recent fiscal years, Good TifRestaurants has not had any changes in or disagntg with its independent accountants on matteaseunting or financi.
disclosure.

ITEM 9A. CONTROLS AND PROCEDURES.

Conclusion Regarding the Effectiveness of DisclosarControls and Procedures:Based on an evaluation of the Company's disclosargrols and procedures (as define
Rules 13a-15(e) and 18b(e) of the Securities Exchange Act of 1934, asraiad), as of the end of the Company's fiscal gaeded September 30, 2010, the Company's
Executive Officer and Controller (its principal extive officer and principal financial officer, msctively) have concluded that the Company's dsseke controls and procedu
were effective.

Management's Report on Internal Control Over Finandal Reporting: We are responsible for establishing and maintaimidgguate internal control over financial reportfag
defined in Rule 13a-15(f) and 13df) under the Securities and Exchange Act of 1834amended). We maintain a system of internataisrthat is designed to provide reason
assurance in a cost-effective manner as to theuf@ineliable preparation and presentation of tmsalidated financial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or déteisstatements. Therefore, even those systenesntieed to be effective ¢
provide only reasonable assurance with respeahéndial statement preparation and presentation.

We conducted an evaluation of the effectivenessuofinternal control over financial reporting asS#fptember 30, 2010. In making this evaluation,management used the critt
set forth by the Committee of Sponsoring Organaetiof the Treadway Commission ("COSQO") in Intef@ahtrolintegrated Framework. This evaluation includedaeng of the
documentation of controls, evaluation of the degffactiveness of controls and a conclusion on ésluation. We have concluded that, as of Septe8®e2010, the Compan
internal control over financial reporting was effee based on these criteria.

This Annual Report does not include an attestatiport of the Company's registered public accognfim regarding internal control over financiapmeting. Management's rep
was not subject to attestation by the Company'stergd public accounting firm pursuant to ruleghef SEC that permit the Company to provide onlynagement's report in tl
Annual Report.

Changes in Internal Control over Financial Reporting: There have been no significant changes in the Coyg@nternal control over financial reporting thatcurred during tt
Company's fiscal quarter ended September 30, 2@khave materially affected, or are reasonabBjyiko materially affect, the Company's internatitol over financial reporting.

ITEM 9B. OTHER INFORMATION
Nothing to report
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE .

Directors: The directors of Good Times Restaurants are aswell

Geoffrey R. Baileyage 58, has served as a Good Times director sB2@ dnd is a member of the Audit Committee. Halse a director of The Erie County Investment @dnich
owns 99% of The Bailey Company. The principal hass of The Bailey Company owns and operating §'Arestaurants as a franchisee, and The Baileyp@ny has also bee
franchisee and joint venture partner of Good TilRestaurants since 1987. Mr. Bailey joined The Exenty Investment Co. in 1979. Mr. Bailey is adpate of the University
Denver with a Bachelor's Degree in Business Adrigi®n.

David L. Dobbin, age 49, was appointed as a Good Times diredectefe upon the closing of the Sll Investment Baction on December 13, 2010. He was also appbateh
Chairman of the Board effective as of December2030. In addition, he currently serves as Chairpfahe Board of Small Island Investments Ltd., @@mpany's strategic inves
(2010-Present). He also serves as Chairman dBdlaeds of Terra Nova Pub Group Ltd., its subsidmand affiliates (2007-Present) and Welapteganddrid. (2008Present),
leading supplier of offshore mooring inspectiontsgss, companies controlled by Mr. Dobbin througlpé&age Investments Limited, an investment comfamyed under the lav
of Canada that holds investments in the transpomntatervice, real estate and hospitality secta@®1Present). Previously, Mr. Dobbin served in seveedacities with CH
Helicopter Corporation, an offshore helicopter sszs provider, and led Canadian Ocean Resourcecigsss Inc., a consulting firm specializing in bpsictice reviews, institutior
support and public/private partnerships. Mr. Dololds a Bachelor of Commerce from Memorial Ursitgrof Newfoundland.

Gary J. Heller, age 43, was appointed as a Good Times directectefe upon the closing of the Sl Investment Baction on December 13, 2010. He is the chairniahe
Compensation Committee. In addition, he curreséives as Secretary and a Director of Elephant&l€&roup Inc. (200Present), Secretary and a Manager of Massachise
Group LLC (2008-Present), and Executive Vice Pesiadf Terra Nova Pub Group Ltd. (2088esent). Prior to entering the restaurant ingiist2007, Mr. Heller spent 16 years
an investment banker, including serving as a Mara@irector of FTI Capital Advisors, LLC (20@2006) and a Director of Andersen Corporate Findi¢@ Mr. Heller holds a B,
in Economics from the University of Pennsylvania am MBA in Finance from New York University.

Boyd E. Hobacl, age 55, has served as a Good Times director $B@2 and is President and Chief Executive OffafeBood Times Restaurants, a position which hehlets sinc:
December 1992, and he has been in the restaursimels since the age of 16. Mr. Hoback has be&talgpart of the development of Good Times to ar&aurant chain and t
been involved in developing all areas of the Compawr. Hoback is an honors graduate of the Unitgeisf Colorado in finance.

John F. Morgar, age 50, was appointed as a Good Times dirediectafe upon the closing of the Sl Investment Baction on December 13, 2010. He is a membereoAthdit
Committee and the Compensation Committee. In Eadihe currently serves as President, Chief Exes@fficer and a Director of Elephant & Castle Gpdnc. and Terra No
Pub Group Ltd. (2009-Present). He is Presidentef(Executive Officer and a Manager of MassachssBtib Group LLC (2008+esent). Previously Mr. Morgan had beer
President of Morgan Capital Limited, St. John'switeindland, an independent financial services fproviding taxation and merger and acquisition supgervices to Nori
American and international clients (192@09). Mr. Morgan holds a Bachelor of Commercerdedrom Memorial University of Newfoundland andbkador with a participation
the In Depth Taxation Program and Chartered BusiNeguator Program. He is a Chartered Accountant.

Keith A. Radfor¢, age 41, was appointed as a Good Times diredictafe upon the closing of the Sl Investment Baction on December 13, 2010. He is the chairmémecAudit

Committee. In addition, he currently serves ase€Rinancial Officer of Terra Nova Pub Group LtHlephant & Castle Group Inc. and Massachusetts Graoip LLC (2009-
Present). Previously Mr. Radford served as a fbreand Vice President of subsidiaries within AKBRIutions, a leading global provider of engineermgl construction servici

technology products and integrated solutions (22028). In addition he has over eight years of erpee in public practice providing auditing, taratand business consult

services. Mr. Radford holds a Bachelor of Commelegree from Memorial University of Newfoundlandidrabrador and is a Chartered Accountant.

29




Eric W. Reinhar¢, age 51, has served as a Good Times director 0@®. He resigned as Chairman of the Board, gigo$ie held since 2005, effective as of Decenit®r2010.
He is currently a member of the Compensation Cotemit Mr. Reinhard also serves as President oP#psi Cola Bottler's Association, a beverage aa8oni management a
consulting association and a position he has hattt 2006. Prior to June 2004 he was the Generablykr for the Pepsi Bottling Group's Great Westilgss Unit. While in th
role, Mr. Reinhard was also a member of the Pep#iiBg Group's Chairman's Operating Council, a rhenof the Food Service Strategic Planning Commiad a member of T
Dr. Pepper Bottler Marketing Committee. Mr. Reintjoined Pepsi Cola in 1984 after four years Witle Proctor & Gamble Distributing Company. Sii@84 he has held seve
field and headquarters positions including VicesRtent/General Manager Pepsi-Lipton Tea partnerghijp General Manager Midtlantic business Unit, Area Vice President R
Channels, Vice President Gtremise Operations and Area Vice President of liagadOperations. Mr. Reinhard holds a BA from Nielm State University and has completec
Executive Business Program at the University oftNgian.

There are no family relationships among the dinsct@he board has determined that of the curneatrs Geoffrey R. Bailey, Eric W. Reinhard, Déi. Dobbin, Gary J. Heller,
John F. Morgan and Keith A. Radford are independ@attors under the NASDAQ listing standards.

Geoffrey R. Bailey was originally elected to theaBa of Directors pursuant to contractual boardesgntation rights granted to The Bailey Compargoimection with its
investment in shares of our Series A Convertibkfd?red Stock in 1996. Prior to December 13, 2040 Bailey continued to serve on the board purst@aeontractual board
representation rights held by The Bailey Companyignaffiliates ("The Bailey Group") in connectianith our Series B Convertible Preferred Stock fiiciag in February 2005,
whereby The Bailey Group was entitled to electehmembers of our Board of Directors, two of whorrstrhe independent directors.

Prior to December 13, 2010, Richard J. Stark aresh . Teran were the other two members of our Bdagignated by The Bailey Group under these prwvssi The other investc
in our Series B Convertible Preferred Stock finagalso had board representation rights wherehyweee entitled to elect three members of our Bo&dc W. Reinhard was
originally elected in 2005 and has continued teaen our Board pursuant to these provisions. rRsi®@ecember 13, 2010, Ron Goodson and David &risgere the other two
members of our Board designated by the other SBriesestors under these provisions. In conneatiith the SlI Investment Transaction, Messrs. St@idtan, Goodson and
Grissen resigned from our Board effective as ofdbatger 13, 2010. In addition, the Series B Invasagireed to cancel their Board designation rightieuthe Series B Convertible
Preferred Stock financing documents and to acceltu thereof the designation rights set fortthi@a Purchase Agreement with SlI.

The Sl Purchase Agreement provides that so lor§jldsolds more than 50% of the Company's outstam@iommon Stock, (i) the Board shall consist oesedirectors, and (ii) Sll
shall have the right to designate four membersi®@Board. In addition, the Purchase Agreementigesvthat Sl shall vote its shares in any electibdirectors in favor of one
person designated by The Bailey Group and one pefssignated by Eric W. Reinhard, in addition tbsSbur director designees. If either The Baiggoup or Reinhard ceases to
own at least 600,000 shares of the Company's Con8tamk (adjusted for any stock splits, reversespli similar capital stock transactions), thenftregoing designation right wi
cease, and Sl has agreed to vote its shares irlaatyon of directors in favor of a person, ottrem an SlI designee, who receives the majoriyotés of holders of Common Stock
other than the Investor. Pursuant to the PurcAgseement, the Series B investors have agreedtéotheir shares in any election of directors irofanf Sll's designees.

See Item 13 "Certain relationships and relatedstretions” for additional discussion of these priovis. There are no other arrangements or undelisgsbetween any current
director and any other person under which thatctive was elected or nominated.

Nominee selection processOur Board of Directors as a whole acts as the natimnig committee for the selection of nominees fecton as directors. We do not have a separate
standing nominating committee since we require dbatdirector nominees be approved as nomineesigjarity of our independent directors. The Boailliconsider suggestions
by stockholders for possible future nominees fecebn as directors at the next annual meeting vhesuggestion is delivered in writing to the aogie secretary of Good Times
Restaurants by April 15 of the year immediatelycpring the annual meeting. No request for a recemd®d nominee was made by the August 15, 2010idedn}l any stockholder
or group of stockholders with beneficial ownersbipnore than 5% of the Company's common stockdisated in a Schedule 13D or 13G.
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The Board selects each nominee, subject to conaagbminee designation and election rights helddsyain stockholders, as discussed below, basédeamominee's skills,
achievements and experience, with the objectivettieaBoard as a whole should have broad and nefexa@erience in high policymaking levels in bussand a commitment to
representing the long-term interests of the stoltidrs. The Board believes that each nominee shwaud experience in positions of responsibility E@tlership, an understanding
of our business environment and a reputation fiegirity.

The Board evaluates each potential nominee indaligand in the context of the Board as a wholbe @bjective is to recommend a group that will &ffesly contribute to our long-
term success and represent stockholder intergstietermining whether to recommend a directoréselection, the Board also considers the direcfmast attendance at meetings
and participation in and contributions to the atitg of the Board.

When seeking candidates for director, the Boaritispsuggestions from incumbent directors, managenstockholders or others. The Board does nat hacharter for the
nominating process.

The Company does not have a formal policy with réga the consideration of diversity in identifyidgector nominees, but the Board strives to noteiirectors with a variety of
complementary skills so that, as a group, the Budlighossess the appropriate talent, skills, axpketise to oversee the Company's business.

Communication with the directors : The Board welcomes questions or comments aboutdisar operations. Those interested may contadBtard as a whole or any one or v
specified individual directors by sending a lettethe intended recipients' attention in care ob&®dimes Restaurants Inc., Corporate Secretary(80fiorate Circle, Golden, CO
80401. All such communications other than comnaémilvertisements will be forwarded to the appmtprdirector or directors for review.

Leadership Structure: The Board does not have a policy regarding tparsgion of the roles of Chief Executive Officeda@hairman of the Board as the Board believesiit ike
best interests of the Company to make that detatinimbased on the position and direction of then@any and the membership of the Board. The Boasddetermined that
separating these roles is in the best interestseo€ompany's stockholders at this time. Thiscttine ensures a greater role for the independesttdis in the oversight of the
Company and active participation of the independéectors in setting agendas and establishing@psorities and procedures. Further, this stmechermits the Chief Executive
Officer to focus on the management of the Compatfysto-day operations.

Risk Oversight: Material risks are identified and prioritized thye Company's management and reported to the Boaodersight. The Board regularly reviews infotioa
regarding the Company's credit, liquidity and ofieres, as well as the risks associated with edctaddition, the Board continually works, with timput of the Company's executive
officers, to assess and analyze the most likelgsaoé future risk for the Company.

Board Committees

Audit Committee : The Audit Committee currently consists of Messradf®rd, Morgan and Bailey, each of whom is an irshefent director under the applicable NASDAQ lis
standards. The Board has determined that Mr. Moigaan audit committee financial expert, as tieamtis defined by the SEC rules. Prior to Decenit®r2010, the Auc
Committee consisted of Messrs. Grissen, Teran dak,Sand Mr. Stark served as the Audit Committearfcial expert. As discussed above, Messrs. @rjs§eran and Ste
resigned as directors in connection with the Siebtment Transaction, effective as of DecembeQ30.

The function of the Audit Committee relates to might of the auditors, the auditing, accounting &ndncial reporting processes and the review ef@mpany's financial repo
and information. In addition, the functions ofstf@ommittee have included, among other things,maeending to the Board the engagement or dischargedependent auditol
discussing with the auditors their review of then@any's quarterly results and the results of theilit and reviewing the Company's internal accagntiontrols. The Auc
Committee operates pursuant to a written chart@pt@d by the Board of Directors. A current copy the Audit Committee Charter is available on ourbsite a
www.goodtimesburgers.com. The Audit Committee Hield meetings during fiscal 2010.

Compensation Committee :The Compensation Committee currently consists ofsvie Heller, Morgan and Reinhard, each of whaisndependent director under the applic
NASDAQ listing standards. Prior to December 131®0the Compensation Committee consisted of Me&oadson, Stark and Teran, all of whom resignedlieesctors it
connection
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with the SlI Investment Transaction, effective &Hecember 13, 2010. The function of this Comneiti® to consider and determine all matters relatinthe compensation of t
President and Chief Executive Officer and othercakiee officers, including matters relating to tmployment agreements. The Compensation Comnhigleeone meeting duril
fiscal 2010.

The Compensation Committee does not have a cha@herresponsibility of the Compensation Committeéireview and approve the compensation and ¢¢hers of employme
of our Chief Executive Officer and our other exegribfficers, including all of the executive offisenamed in the Summary Compensation Table in tt&rof Part 1l of this Forr
10K (the "Named Executive Officers"). Among its ottduties, the Compensation Committee overseesdllfisant aspects of the Company's compensatiangphnd bene
programs. The Compensation Committee annuallyeveviand approves corporate goals and objectivethéoiChief Executive Officer's compensation andluatas the Chit
Executive Officer's performance in light of thoseals and objectives. The Compensation Committee r@commends to the Board of Directors the congiEmsand benefits fi
members of the Board of Directors. The Compensafiommittee has also been appointed by the Boalirettors to administer our 2008 Omnibus Equityeintive Compensatit
Plan (the "2008 Plan"), which is the successortgguimpensation plan to the Company's 2001 Stodio®Plan (the "2001 Plan"). The Compensation Cdtemdoes not deleg:
any of its authority to other persons.

In carrying out its duties, the Compensation Corteriparticipates in the design and implementatiwh @timately reviews and approves specific compgas programs. The
Compensation Committee reviews and determines #se Isalaries for the Named Executive Officers, alsd approves awards to the Named Executive Officeder the
Company's equity compensation plans.

In determining the amount and form of compensatiorNamed Executive Officers other than the Chiré&utive Officer, the Compensation Committee olstamput from the Chit
Executive Officer regarding the duties, responsied and performance of the other executive officend the results of performance reviews. TheefChEkecutive Officer als
recommends to the Compensation Committee the lzary devels for all Named Executive Officers ahé award levels for all Named Executive Officerslemthe Company
equity compensation programs. No Named Executified attends any executive session of the Comgiérs Committee or is present during final deliltierss or determinatiol
of such Named Executive Officer's compensatione Thief Executive Officer also provides input widspect to the amount and form of compensatiothismembers of the Boz
of Directors.

The Compensation Committee has the authority tectlir engage, at the Company's expense, any comp@msonsultants or other advisers as it deemsssecy to carry out
responsibilities in determining the amount and fafiexecutive and director compensation. For fig€d0, the Compensation Committee did not useséimeices of a compensat
consultant or other adviser. However, the Comp@rs&Lommittee has reviewed surveys, reports ahdranarket data against which it has measured dh®petitiveness of tt
Company's compensation programs. In determiniagathount and form of executive and director comgiéms, the Compensation Committee has revieweddaudissed historic
salary information as well as salaries for simfasitions at comparable companies.

Special Committee: On August 14, 2009 as reported on Fori &e announced that our Board of Directors had &xira Special Committee comprised of directors GBaffey.
Richard Stark and Alan Teran to explore and evelsitategic alternatives aimed at enhancing shibeheoalue. The Special Committee actively expdorarious strateg
alternatives from August 2009 through October 2G| the Company completed the Sl Investment Retitn on December 13, 2010. With the completibthe Sl Investmet
Transaction, the Special Committee has been tetedna

Directors' meetings and attendance There were nine meetings of the Board of Directisl during the last full fiscal year. No membéthe Board of Directors attended fe\
than 75% of the board meetings and applicable ctt@enmeetings. Each continuing director attended2010 annual meeting of stockholders.

Directors' compensation :Each nonemployee director receives $500 for each Boardigédibrs meeting attended. Members of the Compiemsand Audit Committees genere
each receive $100 per meeting attended. Howevererboth Compensation and Audit Committee meetimgsheld at the same gathering, only $100 is fadirectors attendir
both committee meetings. Additionally, for thecti year ended September 30, 2010, each non-enepltiyector received a nastatutory stock option to acquire 2,000 share
common stock at an exercise price of $1.15.

Audit Committee Report : Good Times Restaurant's management is responeibieef internal controls and financial reportinggess for Good Times Restaurants. The
independent accountants for Good Times Restauaaatesponsible
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for performing an independent audit of the finahstatements in accordance with generally accemteliting standards and to issue a report on thoaadial statements. The Audit
Committee's responsibility is to monitor and overtieese processes.

In this context, the Audit Committee met with maea@nt and the independent accountants to reviewdiandss the Good Times Restaurants financialmstaits for the fiscal year
ended September 30, 2010. Management representieel Audit Committee that the financial statemewdse prepared in accordance with generally acdegteounting principles,
and the Audit Committee has reviewed and discudseéinancial statements with management and thepiendent accountants.

The Audit Committee has discussed with the indepehdccountants matters required to be discuss&dddgment on Auditing Standards No. 61, Commuiicatith Audit
Committees. The Audit Committee has also receiliedvritten disclosures and the letter from theepehdent accountants required by applicable regeinés of the Public
Company Accounting Oversight Board regarding tliependent accountants' communications with thetAToinmittee concerning independence and the Audhti@ittee

discussed with the independent accountants tmasfindependence.

Based on the Audit Committee's review and discussieferred to above, the Audit Committee recomradnit the Board of Directors that the audited faiahstatements |
included in the Good Times Restaurants Annual RepoForm 10-K for the fiscal year ended Septen3er2010 for filing with the SEC.

Executive officers :The executive officers of Good Times Restaurargsaarfollows:

Name Age Position Date Began With Company
Boyd E. Hobacl 55 President & CEC September 198
Susan M. Knutso 52 Controller September 198
Scott G. LeFeve 52 VP of Operation: September 198

Boyd E. Hoback See the description of Mr. Hoback's business rapee under "Directors".

Susan M. Knutsohas been Controller since 1993 with direct respmlityi for overseeing the accounting departmentjmaéning cash controls, producing budgets, finatscan:
quarterly and annual reports required to be filégith Whe Securities and Exchange Commission, a@@the principal financial officer of the Compaapd preparing all informatic
for the annual audit.

Scott G. LeFevehas been Vice President of Operations since Auf)@96, and has been involved in all phases of opematwith direct responsibility for restaurant see
performance, personnel and cost controls.

Executive officers do not have fixed terms and satithe discretion of the Board of Directors. rEh@re no family relationships among the executifieers or directors.

Code of ethics: Good Times Restaurants has adopted a Code ofi@ssiConduct which applies to all directors, oficemployees and franchisees of Good Times Resteur Th
Code of Business Conduct was filed with the SE@rasxhibit to the Annual Report on Form 10-KSBtfwe fiscal year ended September 30, 2003.
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ITEM 11. EXECUTIVE COMPENSATION

Executive CompensationThe following table sets forth compensation infotimrafor 2010 and 2009 with respect to the namestetive officers:

Summary Compensation Table for 2010 and 2009:

Non-Equity

] Incentive  Nonqualified
Name and Stock Option Plan Deferred All Other
Principal Salary BonusAwards Awards Compensatior Compensatior Compensatior
Position Year $ $ $ $3 $ Earnings $ $ Total $
Boyd E. 2010148,00C _ _ 29,381 _ _ 13,9781 191,35¢
Hoback
President
and Chief p 1
Executive 2009162,03: _ _ 25,118 _ _ 16,073 203,22¢
Officer
Scott G. 2
LeEever 2010 90,625 _ _ 11,645 _ _ 10,580 112,85(
Vice
Efres'de”t 2009101667 _  _ 9,979 _ _ 11,4772 123,12:
Operation:

1 The amount indicated for Mr. Hoback includes aromgbile allowance, lor-term disability
and 401(K) Plan matching contributiol

2 The amount indicated for Mr. LeFever includes amomobile allowance, longerm disabili
personal expenses and 401(K) Plan matching cotitiisi

3 The value of stock option awards shown in thisugoi includes all amounts expensed in the
Company's financial statements in 2009 and 2010efpiity awards in accordance with the
guidance of FASB ASC 718-10-30, Compensation - ISt@ompensation, excluding any
estimate for forfeitures. The Company's accountiagtment for, and assumptions made in the
valuations of, equity awards is set forth in Noteofl the notes to the Company's 2010
consolidated financial statements included in tleen@any's Annual Report on Form 10-K for
the fiscal year ended September 30, 2010. There meoption awards -priced in 2010

There were no shares of SARs granted during 2020@® nor has there been any nonqualified defewetpensation paid to any named executive officarsd 2010 or 2009. ~
Company does not have any plans that provide fecifpd retirement payments and benefits at, falhgaor in connection with retirement.
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The following table sets forth information as ofp8mber 30, 2010 on all unexercised options presiyoawarded to the named executive officers:
Jtstanding Equity Awards at 2010 Fiscal Yea-End

Option Awards Stock Awards
Equity Equity
Incentive Number Market Incentive Plan
Plan of Shares Value of Awards:
Number of  Number of Awards: or Units Shares or Number of Equity Incentive
Securities Securities ~ Number of of Stock  Units of Unearned Plan Awards: Market
Underlying  Underlying Securities That Stock Shares, Units  or Payout Value of
Unexercised Unexercised Underlying Have That or Other Unearned Shares,
Options - Options -  Unexercised Option Option Not Have Not  Rights That Units or Other Rights
Exercisable Unexercisable Unearned Exercise Expiration Vested Vested Have Not That Have Not
Name (#) (#) Options (#) Price $ Date (#) ($) Vested (# Vested ($
yyd E. Hobac} 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 - - - -
11,400 7,600 - $6.38  11/17/16 - - - -
0 28,503 - $1.47 11/14/18 - - - -
0 13,6523) - $1.15  11/06/19 - - - )
;ott G. LeFeve 1,260 - - $2.70 10/01/12 - - - -
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 17,007 - $1.47  11/14/18 - - - -
0 4,348C) - $1.15 11/06/19 - - - )

The options were granted on November 17, 2006. sy continued employment with the Company, theeshander the option agreer
will become exercisable per a vesting schedule vbégan on November 17, 2007 continuing througheldyer 17, 2010, whereby opti
vest per the following schedule: 10% on November20D7; an additional 20% on November 17, 200&aditional 30% on November .

2009; and an additional 40% on November 17, 2

! The options were granted on November 14, 2008. Asgycontinued employment with the Company, theeshander the option agreer

will become fully exercisable on November 14, 2C

3 The options were granted on November 6, 2009. Asgyoontinued employment with the Company, the ehander the option agreem

will become fully exercisable on November 6, 20
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The following table sets forth compensation infotimrafor 2010 with respect to directors:
Director Compensation Table for Fiscal Year 201(

E';fﬁ;’d Non-Equity  Nongqualified
: Option Incentive Plan  Deferred
i Cash Awards Awards Compensation Compensation ool DTEl,
Name $) ($) $L?2 ®) Earnings $ p$ Total $

Geoffrey R.
Bailey 3000 - 169 - - - 4,695
Ron Goodso® 3,000 - 1,695 - - . 4,695
David Grisser® 2,000 - 1,695 - - - 3,695
Eric W.
Reinharc 3,000 ) 1,695 ) i - 4,695
?mhard J. Stark 3,000 i 1,695 i ) 4,695
Alan A. Teran®> 3,000 - 1,695 - - - 4,695

Boyd E. Hoback
4 - - - 0

1 The value of stock option awards shown in thisiool includes all amounts expensed in the
Company's financial statements in 2010 for equitgrals in accordance with the guidance of
FASB ASC 718-10-30, Compensation - Stock Compemsatixcluding any estimate for
forfeitures. The Company's accounting treatmentgod assumptions made in the valuation of
equity awards are set forth in Note 1 of the ntdethe Company's 2010 consolidated financial
statements included in the Company's Annual RepoRorm 10-K for the fiscal year ended
September 30, 2010. There were no option awa-priced in 2010

2 As of September 30, 2010, the following directoetd options to purchase the following number
of shares of our common stock: Mr. Bailey 14,008rss; Mr. Goodson 12,000 shares; Mr.
Grissen 12,000 shares; Mr. Reinhard 16,500 shiehesStark 14,000 shares; Mr. Teran 14,000
shares; and Mr. Hoback 133,242 sha

3 Resigned as a director effective as of Decembe?20B).

4 Mr. Hoback is an employee director and does naivecadditional fees for service as a men
of the Board

A description of the standard compensation arraegésn(such as fees for committee service, sengaghairman of the board or a committee, and meetitemdance) is set forth
the section entitled "Directors’ Compensation™ aov

Employment Agreement: Mr. Hoback entered into an employment agreemetit us in October 2001 and the terms of the agreémere revised effective October 2007
compliance with Section 409A of the Internal Revei@ode. The revised agreement provides for hidament as president and chief executive officentfm years from the de
of the agreement at a minimum salary of $190,000ypar, terminable by us only for cause. The ages# provides for payment of one year's salaryzewkfits in the event tt
change of ownership control results in a termimati his employment or termination other than fause. This agreement renews automatically unfessfcally not renewed |t
the Board of Directors. Mr. Hoback's compensatinaluding salary, expense allowance, bonus andeguyty award, is reviewed and set annually byGbenpensation Committe
Mr. Hoback's bonus, when applicable, is based erCitmpany's achieving certain Earnings Before ésteiTaxes, Depreciation and Amortization ("EBITDAdrgets for the year.

As a condition to the closing of the SlI Investm&r&nsaction, Mr. Hoback agreed to waive certaghts under the employment agreement which wouldratise have accrued
him as a result of the change in ownership comifthe Company as a result of the SlI Investmean$action, including his right to terminate his &gment within one year of tl
change in control and trigger the severance paydestribed above and his right to accelerate thngeof stock options upon the change in control.

Other Employment Arrangements: Mr. LeFever is employed as an "employee at veliti does not have a written employment agreentdist.compensation, including sale
expense allowance, bonus and any equity awardsyiswed and approved by the Compensation Commétteeally. He participates in a bonus program ithéased on both t
company's level of EBITDA for the year and achigvaertain operating metrics and sales targets.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCK HOLDER MATTERS

Ownership of common stock by principal stockholdersand managementThe following table shows the beneficial ownersbifshares of Good Times Restaurants common
as of December 15, 2010 by each person known byl Goues Restaurants to be the beneficial owner afenthan five percent of the shares of Good Timest&irants comm:
stock, each director and each executive officerathin the Summary Compensation Table, and all @irecand executive officers as a group. The addfes the princip:
stockholders and the Directors and Officers is 60iporate Circle, Golden, CO 80401.

Number of shares Percent of



Holder

Principal stockholders beneficially class**
owned
Small Island Investments Ltd 4,200,000 51.36%
The Bailey Company, LLLI 821,511 10.05%
The Erie County Investment C 1,016,192 12.43%
Directors and Officers
David L. Dobbin, Chairma 4,202,02 51.37%
Geoffrey R. Bailey, Directa 29,3003 *
Boyd E. Hoback, Director, President and Chief 142,142* 1.70%
Executive Officel
Eric W. Reinhard, Chairman 316,000° 3.84%
Scott G. LeFever, Vice President, Operati 21,0908 *
Gary H. Heller, Directo 2,0007 *
John F. Morgan, Director 2,0008 *
Keith A. Radford, Director 2,000° *
All directors and executive officers as a gr« 4,735,0360 55.47%

(9 persons including all those named abc

The Bailey Company is 99% owned by The Erie Coumtgstment Co., which should be deemed
the beneficial owner of Good Times Restaurants comstock held by The Bailey Company.
The Erie County Investment Co. also owns 194,6&0beshof Good Times Restaurants common
stock in its own name. Geoffrey R. Bailey is eedior and executive officer of The Erie County
Investment Co. Geoffrey R. Bailey disclaims betiafiownership of the shares of Good Times
Restaurants common stock held by The Bailey Compamy The Erie County Investment Co.
Because of his ownership of only 26% of the votimgres of The Erie County Investment Co.,
Paul T. Bailey disclaims beneficial ownership of tthares of Good Times Restaurants common
stock held by The Bailey Company and The Erie Cpunvestment Co. Paul T. Bailey is the
father of Geoffrey R. Bailey

David L. Dobbin owns 100% of Small Island Investise Ltd. Also includes 2,000 shares
underlying presently exercisable stock optic

Includes 16,000 shares underlying presently esapbgé stock options and 2,497 warrants to
purchase stocl

Includes 97,150 shares underlying presently exantasstock options and 19,999 warrant:
purchase stocl

Includes 16,500 shares underlying presently exantésstock options and 37,500 warrant:
purchase stoc

Includes 21,090 shares underlying presently exabtasstock option

Includes 2,000 shares underlying presently exaotésstock options

Includes 2,000 shares underlying presently exaltésstock options

Includes 2,000 shares underlying presently exdstdsstock option:

Does not include shares held beneficially by Thailey Company and The Erie County
Investment Co. If those shares were included, thmber of shares beneficially held by all

directors and executive officers as a group wodb}r51,228 and the percentage of class would
be 67.38%

Less than one percel

Under SEC rules, beneficial ownership includes ehaver which the individual or entity has
voting or investment power and any shares whichirtd&vidual or entity has the right to acquire
within sixty days
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The information required by this Item concerningwséies authorized for issuance under equity camspton plans is incorporated by reference torfarmation provided under t
caption "Disclosure with Respect to the Companygsify Compensation Plan" in Part Il - Item Market for Common Equity and Related Stockholdeittets, included in this Fol
10-K.

ITEM 13. CERTAIN RELATIONSHIPS AND REL ATED TRANSACTIONS AND DIRECTOR INDEPENDENCE.

In February 2005, we issued 1,240,000 shares oberies B Convertible Preferred Stock, including,080 shares to The Erie County Investment Caubatantial holder of our
common stock and member of The Bailey Group. heR006, we exercised our mandatory conversiongigider the terms of the Series B preferred simclonvert all of those
shares into a total of 1,240,000 shares of our comstock. Under the agreements for the Serieefeped stock financing, prior to December 13, 208 Bailey Group had the
right to elect three directors, provided that tvii@ctors meet the NASDAQ independence standardsthenother investors in the Series B preferredkstimancing had the right to
elect three directors. As a condition to the ¢igaf the SlI Investment Transaction, the Seriésv@stors agreed to waive the foregoing directaigietion rights, effective as of
December 13, 2010. Going forward, the Series Bstars have certain designation rights as set fiorthe Purchase Agreement with SlI, which is désad below.

The Sl Purchase Agreement provides that so lor§jldsolds more than 50% of the Company's outstam@iommon Stock, (i) the Board shall consist oesedirectors, and (ii) Sll
shall have the right to designate four members®Board. In addition, a provision of the Seriegr&ferred stock financing restricts, for as losglee original investors hold at least
two-thirds of the common stock into which the Seileshares have been converted, our ability teas® the size of the Board of Directors above sdirentors unless we first
receive approval from the holders of at least tfioesths of all outstanding shares of common stock.

The SlI Purchase Agreement provides that Sll stdd its shares in any election of directors irofaef one person designated by The Bailey Groupcenrgdperson designated by E
W. Reinhard, in addition to SlI's four director ggeees. If either The Bailey Group or Reinhardsesato own at least 600,000 shares of the Comp@pysnon Stock (adjusted for
any stock splits, reverse splits or similar capstatck transactions), then the foregoing designaight will cease, and SllI has agreed to votsti@res in any election of directors in
favor of a person, other than an SlI designee, heives the majority of votes of holders of Comr&tock other than SlI. Pursuant to the Purchaseédkgent, the Series B
investors have agreed to vote their shares in keayien of directors in favor of Sll's designees.

Keith A. Radford, John F. Morgan, Gary J. Helled &avid L. Dobbin are the current directors desigday SlI, Geoffrey R. Bailey is the current di@cdesignated by The Bail
Group, and Eric W. Reinhard is the current directesignated by the other Series B investors. DaviBobbin is a director of SlI, which holds appioately 51.4% of ot
outstanding Common Stock following the SlI Investin&ransaction. Geoffrey R. Bailey is a directbiTbe Erie County Investment Co., which owns 99% bé Bailey Company
The Bailey Company and The Erie County Investmemt &e principal stockholders of us. Geoffrey Ril®/'s father, Paul T. Bailey, is the principalrew of The Erie Coun
Investment Co.

Our corporate headquarters are located in a bgildimned by The Bailey Company and in which The &aiCompany also has its corporate headquarterscuifently lease o
executive office space of approximately 3,693 sgdaet from The Bailey Company for approximatelp 890 per year. The lease expired September 38 20d we continue
lease the space on a month to month basis.

The Bailey Company is also the owner of one fresethiGood Times Drive Thru restaurant which is ledan Loveland, Colorado and was the owner of oaechised restaurant in
Thornton, Colorado which was closed in October 200% Bailey Company has entered into two francais@ management agreements with us. Franchistiesyand manageme
fees paid under those agreements totaled appraedyr®80,000 and $78,000 for the fiscal years en@iegtember 30, 2010 and 2009, respectively.

In April 2009 the Company entered into a loan agrext with Golden Bridge, pursuant to which Goldeiug§e made a loan of $185,000 to the Company. [Bhais was repaid in fu
out of the proceeds received by the Company irsthénvestment Transaction. Director Eric Reinhandi former directors Ron Goodson, David Grissechd®d Stark, and Alan
Teran, who are all stockholders of the Companytteesole members of Golden Bridge, and Eric Rethisthe sole manager of Golden Bridge. The Camsabbtaining of the
loan from Golden Bridge and related transactionsewe
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duly approved in advance by the Company's Boaflirefctors by the affirmative vote of members thémebo did not have an interest in the transactidotal interest and
commitment fees paid under this agreement wereoappately $18,000 and $12,000 for the fiscal yeamding September 30, 2010 and 2009, respectivaly.amount due to related
parties under this agreement that is included tesipayable was $185,000 at September 30, 2010N@&ee3 to our Consolidated Financial Statementseaf 8 above for the terms
of the loan.

Section 16(a) beneficial ownership reporting compdince: Under Section 16(a) of the Securities ExchangeoAd934, directors, executive officers and persshe own more than

ten percent of our Common Stock must disclose thiial beneficial ownership of the Common Stoeldany changes in that ownership in reports whiabtrbe filed with the SEC

and Good Times Restaurants. The SEC has desigspeeilic deadlines for these reports and Good TiRestaurants must identify in this proxy statentkase persons who did not
file these reports when due.

Based solely on a review of the reports filed v@thod Times Restaurants and written representatemesved from reporting persons Good Times Restasitzelieves that during tl
fiscal year ended September 30, 2010 all Secti¢a) Iling requirements for its officers, directpesrd more than ten percent shareholders were cainpith on a timely basis.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

INDEPENDENT PUBLIC ACCOUNTANTS : The Board of Directors appointed HEIN & ASSOCIATEBP as Good Times Restaurants' independent audaotbe fiscal ye:
ended September 30, 2009 and fiscal year 2010tcapdrform other accounting services. Represememitdf HEIN & ASSOCIATES LLP are expected to besprg at the annt
meeting of shareholders, and will have the oppdstuo make a statement if they so desire ands¢pard to appropriate shareholder questions.

Audit Fees : The aggregate fees billed for professional servieagered by HEIN & ASSOCIATES LLP for its auditthie Company's annual financial statements fofitital yea
ended September 30, 2010, and its reviews of trandial statements included in the Company's FA®A3s for fiscal year 2010 were $75,910 compared &2 in fees for tt
fiscal year ended 2009.

Audit Related Fees:There were no aggregate fees billed by HEIN & ASB#OES LLP for assurance and related services tr@ateasonably related to the performance of thé
or review of our financial statements and are epbrted under "Audit Fees" for the fiscal yearsesh8eptember 30, 2010 and September 30, 2009.

Tax Fees:The aggregate fees billed by HEIN & ASSOCIATES LidP the preparation and review of the Company'sréamrns for the fiscal year ended September 300 2@er¢
$10,500 compared to $11,350 in fees for the figeal ended September 30, 2009.

All Other Fees : The aggregate fees billed to Good Times Restaufantdl other services rendered by HEIN & ASSOCES LLP for fiscal year 2010 were $12,214 compao
$12,562 in fees for the fiscal year ended Septer@®e2009. These fees are primarily related to}4 plan audit .

Audit Committee: Policy on Pre-Approval Policies of Auditor Servicémder the provisions of the Audit Committee Charall audit services and all permitted renrdit service
(unless subject to a de minimis exception allowgdaw) provided by our independent auditors, asl welfees and other compensation to be paid to,themst be approved
advance by our Audit Committee. All audit and otkervices provided by HEIN & ASSOCIATES LLP duritige fiscal year ended September 30, 2010, andethted fees
discussed above, were approved in advance in amoedwvith SEC rules and the provisions of the A@dimmittee Charter. There were no other servicggaducts provided
HEIN & ASSOCIATES LLP to us or related fees durthg fiscal year ended September 30, 2010 excefisesssed above.

Auditor Independence : The Audit Committee of the Board of Directors hassidered the effect that the provision of the isesvdescribed above under the caption "All Otlead
may have on the independence of HEIN & ASSOCIATE® L The Audit Committee has determined that pioni®f those services is compatible with maintagnine independen
of HEIN & ASSOCIATES LLP as the Company's principatountants.

39




ITEM 15.

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULES

The following exhibits are furnished as part ostheport:

Exhibit

Description

3.1

3.2

3.3

3.4

3.5

4.1

10.1

10.2

10.3
10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

Articles of Incorporation of the Registrant (prewity filed on November 30, 1988
Exhibit 3.1 to the registrant's Registration Stagatron Form S-18 (File No. 33-25810-LA)
and incorporated herein by referen

Amendment to Articles of Incorporation of thHeegistrant dated January 23, 1990
(previously filed on January 18, 1990 as Exhiblt & the registrant's Current Report on
Form &K (File No. 00(-18590) and incorporated herein by referet

Amendment to Articles of Incorporation (praxsty filed as Exhibit 3.5 to the registrant's
Annual Report on Form 10-KSB for the fiscal yeadet September 30, 1996 and (File No.
00C-18590) incorporated herein by referen

Restated Bylaws of Registrant dated November 77 {@geviously filed as Exhibit 3.6 1
the registrant's Annual Report on Form 10-KSB foe fiscal year ended September 30,
1997 (File No. 00-18590) and incorporated herein by referet

Restated Bylaws of Registrant, amended as of AubisP007 (previously filed as Exhit
3/1 to the registrant's current report on Form 8&€ed August 14, 2007 (File No. 000-
18590) and incorporated herein by referei

Certificate of Designations, Preferences, Rights of Series B Convertible Preference
Stock of Good Times Restaurants Inc. (previousgdfas Exhibit 1 to the Amendment No. 6
to Schedule 13D filed by The Erie County Investm@at, The Bailey Company, LLLP and
Paul T. Bailey (File No. 005-42729) on February 2005 and incorporated herein by
reference

1992 Incentive Stock Option Plan, as amengeeviously filed as Exhibit 4.9 to the
registrant's Annual Report on Form 10-KSB for tisedl year ended September 30, 1998
(File No. 00(-18590) and incorporated herein by referei

1992 Non-Statutory Stock Option Plan, as ateér(previously filed as Exhibit 4.10 to the
registrant's Annual Report on Form 10-KSB for tieedl year ended September 30, 1998
(File No. 00(-18590) and incorporated herein by referei

Employment Agreement dated October 3, 2001 betweeregistrant and Boyd E. Hobsg
Wells Fargo Credit Agreement (previously filed ashibit 10.17 to the registrant's Annt
Report on Form 10-KSB for the fiscal year endedt&aper 30, 2003 (File No. 000-18590)
and incorporated herein by referen

Form of Option Agreement (previously filed Bshibit 10.18 to the registrant's Annual
Report on Form 10-KSB for the fiscal year endedt&aper 30, 2004 (File No. 000-18590)
and incorporated herein by referen

Form of Option Grant Notice (previously filed Exhibit 10.19 to the registrant's Annual
Report on Form 10-KSB for the fiscal year endedt&aper 30, 2004 (File No. 000-18590)
and incorporated herein by referen

Cash Bonus Plan for Boyd Hoback (previously filed Exhibit 10.20 to the registran
Annual Report on Form 10-KSB for the fiscal yeadeth September 30, 2004 (File No. 000-
18590) and incorporated herein by referei

Securities Purchase Agreements (previously filethenregistrant's Current Report on F¢
8-K dated January 3, 2005 (File No. -18590) and incorporated herein by referer
Amendment to Securities Purchase Agreement (prelyiofiled as Exhibit 10.1 to th
registrant's Form 8-K Report dated January 27, 26086 No. 000-18590) and incorporated
herein by reference

2001 Stock Option Plan, as amended (previouslyl fde Exhibit 99.1 to the registrar
Registration Statement on Form S-8 filed on May ZK)5 (Registration No. 333-125150)
and incorporated herein by referen

Conversion of Series B Convertible Prefeeatk (previously filed as Exhibit 99.1 to the
registrant's Form 8-K Report dated June 8, 200& (Nb. 000-18590) and incorporated
herein by reference
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Exhibit

Description

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

10.32

Loan Agreement and Promissory Note (preyofied as Exhibit 10.1 and 10.2 to the
registrant's Form 8-K Report dated August 7, 208 (No. 000-18590) and incorporated
herein by reference

Acceleration of Vesting of Stock Options and Forh Resale Restriction Agreeme
(previously filed as Exhibit 10.1 to the registrarfform 8-K Report dated August 8, 2006
(File No. 00(-18590) and incorporated herein by referel

Expansion of Loan Agreement and Promissory NoteV{pusly filed as Exhibit 10.1 ar
10.2 to the registrant's Form 8-K Report dated Matb, 2007 (File No. 000-18590) and
incorporated herein by referenc

Loan Agreement and Promissory Note (previouslydfiess Exhibit 10.1 and 10.2 to t
registrant's Form 8-K Report dated May 7, 2007¢e(filo. 000-18590) and incorporated
herein by reference

Amendment No. 1 to Loan Agreement and PraonysNote (previously filed as Exhibit 10.1
and 10.2 to the registrant's Form 8-K Report dMeg 10, 2007 (File No. 000-18590) and
incorporated herein by referenc

2008 Omnibus Equity Incentive Compensatilam Bpreviously filed as Exhibit 10.1 to the
registrant's Form 8-K Report dated January 29, 2608 No. 000-18590) and incorporated
herein by reference

Employment Agreement of Boyd E. Hoback (previoufilgd as Exhibit 10.1 to th
registrant's Form 8-K Report dated January 29, 2608 No. 000-18590) and incorporated
herein by reference

Letter Agreement between Good Times Drive Thru land CEDA Enterprises, In
(previously filed as Exhibit 10.1 to the registrarfform 8-K Report dated March 12, 2008
(File No. 00(-18590) and incorporated herein by referei

Letter Agreement between Good Times DriveuTihc. and CEDA Enterprises, Inc. and
CEJ Investments, LLC (previously filed as ExhibitZ to the registrant's Form 8-K Report
dated March 12, 2008 (File No. (-18590) and incorporated herein by referel

Amended and Restated Loan Agreement (prslyidiled as Exhibit 10.1 to the registrant's
Form 8-K Report dated July 2, 2008 (File No. 00B9® and incorporated herein by
reference

Promissory Note by Good Times Drive Thru Inc. areb@ Times Restaurants Inc. paya

to PFGI Il, LLC (previously filed as Exhibit 10.® the registrant's Form 8-K Report dated
July 2, 2008 (File No. 0(-18590) and incorporated herein by referer

Departure of Management Employees, Transfer of Deweent Rights and Suspension
Expansion (previously filed in the registrant's iroB-K Report dated June 26, 2008 (File
No. 00(-18590) and incorporated herein by referet

Suspension of Development Agreement previouslyl fde Exhibit 10.41 to the registrar
Form 10-KSB Report dated December 26, 2008 (File 0aD-18590) and incorporated
herein by reference

Results of Operations, Triggering Events @ither Events (previously filed as the
registrant's Form 8-K Report dated January 20, 2608 No. 000-18590) and incorporated
herein by reference

Loan Agreement, Promissory Note, Warrangrtmeditor Agreement and First Amendment
to Amended and Restated Promissory Note (previdilsly as Exhibits 4.1, 10.1, 10.2, 10.3
and 10.4 to the registrant's Form 8-K Report détedl 20, 2009 (File No. 000-18590) and
incorporated herein by referenc

Agreement between Good Times Restaurantsaimt Mastodon Ventures Inc. (previously
filed as Exhibit 10.1 to the registrant's Form 8¢port dated August 14, 2009 (File No.
00(-18590) and incorporated herein by referer

Letter Agreement between Good Times Resi&itac. and PFGI I, LLC dated December
14, 2009 (previously filed as Exhibit 10.33 to tlegistration's Annual Report on Form 10-K
dated December 29, 2009 (File no. -18590) and incorporated herein by referel
Promissory Note and Warrant dated Januar@®0 (previously filed as Exhibits 4.1 and
10.1 to the registrant's Form 8-K Report dated dgn@l, 2010 (File No. 000-18590) and
incorporated herein by referenc

Loan Agreement, Convertible Secured Promissory Nwoig¢ Warrants (previously filed
Exhibits 4.1, 10.1 and 10.2 to the registrant's8rK Report dated February 3, 2010 (File
No. 00(-18590) and incorporated herein by referer

Registration Statement (previously filed on theisggnt's Registration Statement on Fc
S-3 filed on March 4, 2010 (Registration No. 33%189) and incorporated herein by
reference

First Amendment to Loan Agreement, ConvkertlBecured promissory Note and Warrants
(previously filed as Exhibits 4.1, 10.1 and 10.2tlle registrant's Form 8-K Report dated
April 6, 2010 (File No. 00-18590) and incorporated herein by referel




Exhibit

Description

10.33

10.34

10.35

10.36

10.37

10.38

10.39

141

211

23.1
311
31.2
32.1

*Filed herewith

Amendment No. 1 to Registration Statememgvfpusly filed on the registrant's Registration
Statement on Form S-3 filed on April 27, 2010 (Re&gtion No. 333-165189) and
incorporated herein by referen

Term Sheet dated October 3, 2010 between Compahgm@all Island Investments Limite
(previously filed as Exhibit 10.1 to the registrarfform 8-K Report dated October 5, 2010
(File No. 00(-18590) and incorporated herein by referel

Securities Purchase Agreement dated October 29 gb#viously filed as Exhibit 10.1
the registrant's Form 8-K Report dated November2@®l0 (File No. 000-18590) and
incorporated herein by referenc

Registration Rights Agreement dated December 1B) Zpreviously filed as Exhibit 10.1
the registrant's Form 8-K Report dated December 2040 (File No. 000-18590) and
incorporated herein by referenc

Loan and Credit and Loan Agreement datedf &ecember 13, 2010 (previously filed as
Exhibit 10.1 to the registrant's Form 8-K ReportedaDecember 17, 2010 (File No. 000-
18590) and incorporated herein by referel

Consent and Agreement dated as of Decen®h&010 (previously filed as Exhibit 10.1 to
the registrant's Form 8-K Report dated December 2010 (File No. 000-18590) and
incorporated herein by referenc

Consent and Waiver dated as of December 13, 20#0i@usly filed as Exhibit 10.1 to tt
registrant's Form 8-K Report dated December 17,020Hile No. 000-18590) and
incorporated herein by referenc

Code of Ethics (previously filed as Exhibit 14.1ttee registrant's Annual Report on Fc
10-KSB for the fiscal year ended September 30, 2608 No. 000-18590) and incorporated
herein by reference

Subsidiaries of registrant (previously fikesl Exhibit 21.1 to the registrant's Annual Report
on Form 10-KSB for the fiscal year ended Septen3ier1998 (File No. 000-18590) and
incorporated herein by referenc

*Consent of HEIN & ASSOCIATES LLI

*Certification of Chief Executive "Officer pursuatat 18 U.S.C. Section 13¢

*Certification of Controller pursuant to 18 U.S.8ection 135(

*Certification of Chief Executive Officer and Cootier pursuant to 18 U.S.C. Section 1:
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgeaAct, the registrant caused this report to geesd on its behalf by the undersigned, thereunip aluthorized.
GOOD TIMES RESTAURANTS INC.

Date: December 23, 20: /s/ Boyd E. Hobac

Boyd E. Hoback

President and Chief Executive Offic

In accordance with the Exchange Act, this reposttheen signed below by the following persons oralbetf the registrant and in the capacities andhendates indicated.
/s/ David L. Dobbir /s/ Boyd E. Hobac

David L. Dobbin, Chairma Boyd E. Hoback, Directc
and President and CEO
Date: December 23, 20: Date: December 23, 2010
/s/ Geoffrey R. Baile - /s/ Susan M. Knutsc
Geoffrey R. Bailey, Director Susan M. Knutson, Controller and
Date: December 23, 2010 Principal Financial Officer

Date: December 23, 20:

s/ Gary J. Hellel B /sl Keith A. Radfori
Gary J. Heller, Directa Keith A. Radford, Directo

Date: December 23, 2010
Date: December 23, 20:

[s/ John F. Morgat [s/ Eric W. Reinhart
John F. Morgan, Directc Eric W. Reinhard, Directc

Date: December 23, 20: Date: December 23, 20:




Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

I, Boyd E. Hoback, certify that:

1.

2.

| have reviewed this annual report on F&0¥K of Good Times Restaurants Inc.;

Based on my knowledge, this report dogé<antain any untrue statement of a material facnoit to state a material fact necessary to makestatements made, in ligh
the circumstances under which such statementsmwade, not misleading with respect to the perioccoed by this report;

Based on my knowledge, the financial statets, and other financial information includedhis report, fairly present in all material respgeitte financial condition, resu
of operations and cash flows of the registrantfaaral for, the periods presented in this report;

The registrant's other certifying officeddnare responsible for establishing and maintgimisclosure controls and procedures (as defindtkaihange Act Rules 13E5(e’
and 15d-15(e)) and internal control over finanoggdorting (as defined in Exchange Act Rules 13d}#5(d 15d-15(f)) for the registrant and have:

(@) Designed such disclosure controls gnodedures, or caused such disclosure controlgpermbdures to be designed under our supervisioensure that mater
information relating to the registrant, includirtg consolidated subsidiaries, is made known toyustbers within those entities, particularly duritige period i
which this report is being prepared;

(b) Designed such internal control ovieafficial reporting, or caused such internal contradr financial reporting to be designed under swpervision, to provic
reasonable assurance regarding the reliabilityinzintial reporting and the preparation of finanagtements for external purposes in accordande geinerall
accepted accounting principles;

(c) Evaluated the effectiveness of thgsteant's disclosure controls and procedures aeskpted in this report our conclusions about ffeetiveness of the disclost
controls and procedures, as of the end of the ggegwered by this report based on such evaluagiod;

(d) Disclosed in this report any changehie registrant's internal control over finangighorting that occurred during the registrant's tmesent fiscal quarter (t
registrant's fourth fiscal quarter in the caserofanual report) that has materially affected smeasonably likely to materially affect, the réxgist's internal contr
over financial reporting; and

The registrant's other certifying offieerd | have disclosed, based on our most recera@iah of internal control over financial reportjrig the registrant's auditors and
audit committee of the registrant's board of dex{or persons performing the equivalent funcfions

(a) All significant deficiencies and m@a weaknesses in the design or operation of matecontrol over financial reporting which are reably likely to adverse
affect the registrant's ability to record, processnmarize and report financial information; and

(b) Any fraud, whether or not materidlatt involves management or other employees who hasignificant role in the registrant's internahtol over financie
reporting.

Date: December 23, 2010

/s/ Boyd E. Hobac

Boyd E. Hoback

President and Chief Executive Officer




Exhibit 31.2

CERTIFICATION OF THE CONTROLLER

I, Susan M. Knutson, certify that:

1.

2.

@

(b)

©

(d)

| have reviewed this annugloré on Form 10-K of Good Times Restaurants Inc.;

Based on my knowledge, thporedoes not contain any untrue statement of @nahfact or omit to state a material fact necestmmake the statements made
light of the circumstances under which such statesneere made, not misleading with respect to gr@gd covered by this report;

Based on my knowledge, thariitial statements, and other financial informatimriuded in this report, fairly present in all m@é respects the financial conditit
results of operations and cash flows of the registas of, and for, the periods presented in gpsnt;

The registrant's other ceitifyofficer and | are responsible for establishémgl maintaining disclosure controls and proced(aeslefined in Exchange Act Ru
13a-15(e) and 15d-15(e)) and internal control dwemncial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

Designed such disclosure controls gnodedures, or caused such disclosure controlgpermbdures to be designed under our supervisioensure that mater
information relating to the registrant, includirtg consolidated subsidiaries, is made known toyustbers within those entities, particularly duritige period i
which this report is being prepared;

Designed such internal control ovieafficial reporting, or caused such internal contradr financial reporting to be designed under swpervision, to provic
reasonable assurance regarding the reliabilityinzintial reporting and the preparation of finanagtements for external purposes in accordande geinerall
accepted accounting principles;

Evaluated the effectiveness of thgsteant's disclosure controls and procedures aeskpted in this report our conclusions about ffeetiveness of the disclost
controls and procedures, as of the end of the ggegwered by this report based on such evaluagiod;

Disclosed in this report any changehie registrant's internal control over finangighorting that occurred during the registrant's tmesent fiscal quarter (t
registrant's fourth fiscal quarter in the caserofanual report) that has materially affected smeasonably likely to materially affect, the réxgist's internal contr
over financial reporting; and

The registrant's other certifying offi@d | have disclosed, based on our most recena&vah of internal control over financial reportirtg the registrant's auditors ¢

@)

(b)

the audit committee of the registrant's board oéators (or persons performing the equivalent fions):

All significant deficiencies and m@a weaknesses in the design or operation of matecontrol over financial reporting which are reably likely to adverse
affect the registrant's ability to record, processnmarize and report financial information; and

Any fraud, whether or not materidlatt involves management or other employees who hasignificant role in the registrant's internahtol over financie
reporting.

Date: December 23, 2010

/sl Susan M. Knutsc

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 10KGafod Times Restaurants Inc. (the "Company") ferfibcal year ended September 30, 2010 as filet tvét Securitie
and Exchange Commission on the date hereof (thpdiR®, |, Boyd E. Hoback, as Chief Executive Oéficof the Company, and Susan M. Knutson, as Cadatrof the Compan
each hereby certifies, pursuant to and solelyHerpurpose of 18 U.S.C. 1350, as adopted pursa&@06 of the Sarbane3xley Act of 2002, that to the best of my knowledge
belief:

(1) The Report fully complies with the requiremts of section 13(a) or 15(d) of the Securitiestamge Act of 1934 (15 U.S.C. 78m or 780(d)); and

(2) The information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the Comypa

/s/ Boyd E. Hobac /s/ Susan M. Knutsc
Boyd E. Hobac} Susan M. Knutso
Chief Executive Office Controller (principal financial officer

December 23, 201 December 23, 201




CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference of reyort dated December 19, 2010, accompanying @heotidated financial statements of Good Times &gants, Inc., als
incorporated by reference in the Form S-8 RegistieBtatements with registration numbers 333-608383;98407, and 333-125150 and Form S-3 Registr&iatement 3332289(
of Good Times Restaurants, Inc., and to the usgiohame and the statements with respect to wgEesaring under the heading "Experts" in the Regish Statements.

/sl Hein & Associates LLP

HEIN & ASSOCIATES LLP
Denver, Colorado

December 19, 2010




