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PART |
ITEM 1. BUSINESS

Overview: Good Times Restaurants Inc., a Nevada corporativa 'Company”), was organized in 1987. The Compiangssentially a holding company for its wholly reee
subsidiary, Good Times Drive Thru Inc. ("GTDT"), iwh is engaged in the business of developing, ogyniperating and franchising hamburger-orientededtirough restaurar
under the name Good Times Burgers & Frozen Custsiakt of our restaurants are located in the framge communities of Colorado but we also haveciemed restaurants in No
Dakota and Wyoming. The terms "Good Times", "wa%" and "our" where used herein refer to the djpama of GTDT and of the Company.

Recent Developments: We experienced fairly dramatic same store sade$irees immediately after the beginning of the ss@@n in the spring of 2008 that continued throlagke
spring of 2010 after several consecutive yearsaaiesstore sales increases. Beginning in June @0d8ame store sales trends began to flatten alhawe increased for sixte
consecutive months through November 2011, includimincrease of 6.2% in fiscal 2011. We have dgpeed increases in both customer traffic and warage transaction amoun
a result of the implementation of more price chd@reour guests across our menu and ongoing nedugtanitiatives discussed below in "Concept angiBess Strategy."

Our Income from Operations improved by $1,247,006iscal 2011 compared to fiscal 2010. In additime estimate that commaodity cost increases neglgtimpacted our Incon
from Operations by approximately $400,000 over abdve our menu price increases. We are focusirgustaining our same store sales momentum througrouimg our core valt
proposition for our customers and continuing tolesdhe brand away from mainstream hamburger geé@kice restaurants' standard fare. While we adevéll remain all abot
burgers, fries and frozen custard, we are elevatagh category's fresh, handcrafted and uniqueirgfe After extensive consumer research andbiaeldin fiscal 2011, we will
adding focused, "horizontal" menu variety througle @r two new product categories in fiscal 201addition to continuing to elevate flavor profilasdebrand attributes in each of
existing menu categories. We are currently iniigsand development of several exciting new prositicat we believe will drive incremental transaetipaverage check growth :
margin improvement.

From August through November 2011 we rolled out meswnu boards across our entire system of restaufanimproved consistency and point of purchaseroanications. The ne
system provides improved flexibility in the frequgrof point of purchase messaging and promotion.efeect to implement a comprehensive exterior rgintatest in one restaur:
by January 2012 that will be the prototype for @uling older restaurants to a likew condition. The reimaging includes sign fac#isyeatical fascias, graphics, lighting, paint sofe
and patio enhancements. We anticipate the reimagiripe very cost effective, totaling less than $80, per restaurant. We will evaluate the resultshef test and we plan
systematically apply it to older, double drive tistores throughout fiscal 2012 and 2013 dependinie availability of funds.

As part of our ongoing product development and nreemgineering in fiscal 2012, we plan to modifiyadlour packaging, print advertising and pointpoirchase graphics with a n
theme that is consistent with the exterior reimggin

We entered into a purchase and sale agreemenawitinrelated third party effective as of October2a11 for the sale of one compamyned restaurant in Littleton, Colorado.
anticipate the sale to close prior to Decembe2811 with estimated net proceeds of $310,000 wivimtild result in a nominal gain on the sale.

As previously disclosed in the Company's curreppbreon Form & filed December 9, 2011, we received notice froreld/Fargo Bank, N.A. (the "Bank") that the Compas
currently not in compliance with certain covenanmtsler the Amended and Restated Credit Agreemeet @¢cember 10, 2010 (the "Credit Agreement”) uidiclg covenants requiril
that the Company's tangible net worth not be leas $2,500,000 at any time and that the Compariyedetertain landlord's disclaimer and consent doents to the Bank.
previously disclosed in the Company's current repar Form 8K filed December 27, 2011 we entered into a Firsteidment to the Amended Credit Agreement and Waif
Defaults and a Second Amended and Restated Term Witt Wells Fargo Bank (together, the "Amendmentkat waived the current covenant defaults anddified the loa
covenants and note terms. The Amendments are teometl upon the closing of the sale of the Litttet@staurant described above and provide for aagrepnt of $100,000
principal from the proceeds from the sale of thitlétion, Colorado restaurant, the release of aaitdtassociated with that restaurant, the waivexedfain other collateral requireme
and a revision to the amortization and maturityedstthe remaining loan balance as of January 22 2 $349,000 to December 31, 2013. There wazhaage to the interest rate




of the loan. As of January 2, 2012, we will hagduced the principal balance of the Wells Farga foam $722,000 at the end of fiscal 2010 to $3@0,8nd reduced other long te
debt by $843,000 during that same period.

On December 31, 2010, following approval by the @any's stockholders at a special meeting on Dece$)e2010, the Company effected a onetfoee reverse stock split of
issued and outstanding Common Stock. All referemncesumbers of shares and share prices in thewitp paragraphs and throughout Items 1 and 2 atedstat posteverse spl
amounts.

In fiscal 2011, we closed two Compaaperated restaurants and a franchisee closed steurant. We continue to evaluate the near teatlizeble asset value of each restat
compared to its longer term cash flow value andwes choose to sell, sublease or close a limitedbeurof additional lower performing restaurantsigtél 2012 as we position 1
company for growth in new store development anasijon our stores away from trade areas that neae Ishifted demographically or from our currentaept direction. We wi
require additional capital sources to develop éaftil company-owned restaurants.

See Financing Activities under the Liquidity andp@al Resources section Part Il, Item 7. Managehaddiscussion and Analysis of Financial Conditiom &Results of Operatio
below for further details of the transactions diwsead above.

Concept and Business Strategy We operate with two different formats that haveleed over the course of our history: a small&0 8 1000 square foot building without ind
seating that is focused on drive thru service amitdd walk up service; and a 2,400 square foots@&t dining room format that has been the modethie last thirteen restaura
developed in Colorado. We have further refinedpiatotype design to reduce development costsrapdoive the return on investment model for futurmpanyewned and franchis:
restaurant expansion with a 1,900 to 2,000 squene 40 seat dining room design that will carryward all of the core design elements of our primt@ype design.

We operate at the upper end of the quick servismueant (QSR) category in terms of the qualityof ingredients and pricing strategy, without ardnu or deep discountin
Consumer research has shown us that the customigsrafetrong connection to Good Times and feetstbabout choosing Good Times over the larger hagan QSR brands due to
quality of our ingredients and brand personalitgs a result we have developed a communicationsrelfabcalled "Happiness Made to Order" with thregnary brand pillars ¢
Innovation, Quality and Connectedness. All of qumoduct initiatives are designed to support a trposition that adds differentiation to our concefithin the landscape of qui
service restaurant competitors, particularly in llaenburger segment. Within Innovation we strivectteate products and flavor profiles availableyatl Good Times that challer
QSR norms. Within Quality, our products are supgubby Fresh, All Natural, Handcrafted attributegg high quality, regional ingredients. Within i@ectedness, we strive to cre
connections with our customers based on the Cabditesbtyle, local brand partners and communitymarpand involvement,

We continued making significant product introduoscand modifications in fiscal 2011 with a combimatof limited time offer and permanent productdaiuctions including Swe
Potato Fries, Hand Spun Custard Flavors, Summertatiday Shakes, Santiago's Hatch Valley New Mex@een Chile, Fresh Grilled, Honey Cured Bacon Bisgand Loade
Fries. We engaged a third party research comparelp us evaluate over twenty new menu itemsrtd fhe most compelling incremental sales oppoigsiito drive frequenc
amongst our current customer base and new occasitiménfrequent or lapsed customers while simptify our current offerings that are duplicative e tustomer. As a result
have three new areas of menu focus for fiscal 26t&,0f which is an entirely new category and tWwavbich are a restructuring of current offeringslgroduct design. We expec
broaden our customer base, decrease food costpexsentage of sales and increase transactionsgd@ailiis to decrease our food cost margin by 2%%oby the end of fiscal 20
from current levels through menu engineering and peduct introductions.

While our primary value proposition for the consurigederived from the quality of ingredients andtéaof our products, the current competitive antsamer spending environm
continues to redefine value expectations withinghiek service restaurant segment and a larger auwfitransactions are being driven by the avditgtof menu items at lower prit
points. Our lower priced options are consisterihwur brand strategy to offer fresh, real, hanfiedafood with unique flavor profiles in our coreenu categories of burgers, chick
fries, frozen custard and fountain products anctar@inue to evolve our overall menu price rangeslable for our customers, including a lower tigtion, a midtier everyday optio
and a premium tier for specialty products.

We will continue to focus on elevating the attriémibf our menu items that we believe give us ausjgpsition in hamburger quick service restauraft®sh All Natural Angus be
that is free from hormones, antibiotics and animal




byproducts in the feed; Fresh Frozen Custard meet fevery few hours in every restaurant; Freshe@rHoney Cured Bacon; Fresh Squeezed Lemona@shRZut Fries; 100
Breast of Chicken; Freshly Sliced Produce and tappisuch as real guacamole and sautéed mushroMmsare working on the preparation system and pacadesign for ot
burgers with the goal of achieving a more hot-b#-grill, cooked to order flavor that is more commin fast casual and casual theme concepts thauick service restaurants.

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

o0 Values. We strive to build and develop bebesvand expectations around what we value mostigi@ut the company: integrity, continued improvetmeastomer loyalt
and respect for each other.

o People. We seek to hire high quality peopteughout and provide them with comprehensive imgiprograms to ensure that we deliver consistenufyerior products a
service. We offer an incentive program at théargsint level based on customer service, pers@valopment and financial performance.

o Distinctive quality. We strive to offer uniguhighly distinctive tastes with the highest gyaligredients 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 provikeeptional value. Our restaurants feature mesrastthat are unique in the quick service segmeuat,flavor profiles that a
associated more with fast casual and casual thestaurants than with fast food. Each menu catelgasysignature recipes with fun, irreverent narhes build Good Times' non-
traditional personality such as Wild Fries with @ippin Sauce, Big Daddy Bacon Cheeseburger, Migtgluxe, Burnin' Buffalo Chicken and and Strawpetheesecake Addictit
Spoonbender. We continue to make relevant chaiogesr entire menu to leverage our heritage ofiguptoducts and to position the Good Times brasrdaf more unique and higt
differentiated consumer experience.

Establish a unique brand position in quick serviestaurants. We aspire to have Good Times stantpfoviding food the way it used to be." Key bdasupport for that includ
attributes such as "Fresh", "All Natural", "Freshliéd", "Authentic”, "Handcrafted", and "Fresh Sspred" with a theme of fresh ingredients and madeder food.

Continually improve our fast, friendly, personaktamer service under our tagline of "Happiness Mad®rder". We strive to optimize and personalize interaction between ¢
employees and customers, particularly at the pahtsrder and payment, to build a reputation asirttathe friendliest service. We manage the facéate interaction with o
customers through extensive employee screeningpasypitality training to ensure their experiencpusctuated by attentive, friendly service. We hawglemented an online screen
and hiring system to reduce our hourly employeadver and hire team members that exhibit good serattitudes. Additionally, we introduced videaiting tools that we belie
enhance consistent execution of our quality statedeBpeed of service through our drive thru lasesnportant to the consumers' need for convenielmaejs always secondary
delivering the highest quality product possiblee YWonitor each car's service time and have deveélomentive programs for management and employeegintain our quick servi
standards.

Build customer loyalty through a unique brand eigrege. In addition to fast friendly service andagrtasting products, we strive to maintain clsafe and appealing facilities witl
particular emphasis on well groomed landscapireshfly painted exteriors and merchandising thatligigts the unique product attributes and flavor®of products. We believe tl
everything the customer sees, smells, hears alglifdleiences their overall impression and the tapon of Good Times and that Good Times' targstamer is seeking more out o
quick service restaurant experience.

Build awareness of the Good Times Burgers & Frd2astard brand. We believe that Good Times has sulistantial brand equity among our customers ascdbecome known f
our quality, service and signature tastes, pagitylwithin the hamburger category. We believadhs significant opportunity to continue to buileat reputation within the hambur
category by continuing to build a stronger ovevalue proposition and offer a new menu categorgidatof Burgers, Sides and Custard. As capital inescavailable to us to build
the Colorado market, we plan to sustain our medi@wising and increase our store level commurdcatiaugmented by a new Loyalty Program and sowdlia.




Continually improve our employees' knowledge andfipiency of our core processes. Our customerseigpce is driven by the ability of our managemant employees
consistently execute clearly defined processesv@ryearea of our business. We believe that ourleyeps' abilities and attitudes are directly relate our ability to provide we
designed service, production and operating prosesseé effective training that allows them to comdilly learn, improve and succeed. We train, testify and retrain all employee
and management on all of our core operating andagenent processes to continually improve levefgraficiency.

Current Fiscal Year Initiatives :

Consistently Grow Same Store Salé&/e will continue to focus on comparable restausmtes driven by increases in guest counts anéases in the average guest check. !
store sales increased 6.2% in fiscal 2011 comparéidcal 2010 and through November, 2011 we hayegenced sixteen consecutive months of same stdes increases. We hu
to increase guest counts throughout fiscal 201&utgin a multi-faceted approach to continually imgrtéive Good Times brand experience for our custoimers

. Continuing to communicate our core vglueposition that is centered on the availabilith@h quality at several different price pointsass our menu.

. Shifting our marketing communications from broadcaedia to more store level communications, thedhiction of a new Loyalty Program and implemeotatf nev
social media initiatives that leverage our existingtomer base.

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

. Improving our execution on customer segvand the delivery of our brand experience throcghtinual retraining of all of our employees on our standardd
heightened expectations.

. Continuing to reinvest in our existingifdies.

2. Reduce our Cost of Salds fiscal 2011 our food and packaging costs iasesl .6% of restaurant sales from fiscal 2010. ifibezase was primarily due to an increas
commodity costs as we experienced a 5% increasariweighted average food and packaging costssaffi2011 on top of an 11% increase in fiscal 28d€ mainly t
increases in beef, bacon and dairy products. Wxéeimented a cumulative total menu price increasg 2% during fiscal 2010 and 5.3% in fiscal 201dwekver, commodil
costs increased more than our weighted menu pnireases. We expect to make modest price incréadissal 2012 but anticipate larger menu reengiimeg within ou
current menu categories and the addition of a newuntategory that will reduce our overall costalés as a percentage of sales.

3. Improve our Income from Operatioysnianaging the profitability of incremental saleswth : In addition to reducing our cost of sales, tighhst near term return on «
capital investment and opportunity for profit impesnent is from increasing sales in our existingawsnts. Historically, depending on the salesiva of each restaurant,
have experienced a 35% to 50% profit contributiorireremental sales. By managing the profitabiitycompounding sales increases, we believe weancgrove our Incom
from Operations through the operating leveragexistiag assets.

4. Pursue Strategic Alternative®/e continue to pursue possible additional sgiatalternatives to enhance shareholder value eretdge the costs related to our operatior
publicly traded entity.

Expansion strategy and site selection: Our longen tstrategy of becoming a super regional brargkiact contiguous markets depends on our abiligotdinue our same store s:
trends, on the consumer spending environment arttieoavailability of capital, which is currentlyrited. If we can effect a 2% reduction in ourtooissales and continue our sé
store sales increases, our new store return ostimest model is very competitive, which can leaddéw company-owned and franchised development.

Any new development would involve our new prototypstaurant design on sites that are on or adjaoehnig box or grocery store anchored shoppingeasenin high activity ar
employment areas. Our site selection for new veatds is oriented toward slightly higher incomendgraphic areas than many of our urban locatiodisnaost 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 purchadedamelop a site, we intend to sell the developeisto the saldeaseback market under a long term lease. Ourapyirsite
objective is to secure a suitable site, with theisien to buy or lease as a secondary objectiver. Sike criteria includes a mix of substantial gaibffic, density of at least 30,000 peo
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within a three mile radius, strong daytime popwolatand employment base, retail and entertainmafiictigenerators, good visibility and easy acc

Restaurant locations: We currently operate and franchise a total of féig Good Times restaurants, of which forty-one @ Colorado, with thirtytine in the Denver grea
metropolitan area, one in Colorado Springs andimi®lverthorne.

Denver,
CO
Greater  Colorado, North
Total Metro Other Idaho  Wyoming Dakota
Compan-owned &
Cc-developec 24 23 1
Franchisec 15 13 1 1
Dual brand compai- 1 1
owned
Dual brand franchised 5 2 2 1
45 39 2 1 2 1
December: 2010 2011
Company-owned restaurants 20 18
Cc-developec 7 7
Franchise operated restaure 22 20
Total restaurants: 49 45

In December 2010 a franchisee operating a Good § nestaurant in Grand Junction, Colorado termintiteit franchise agreement and closed the restauraRebruary 2011 we s¢
one dual branded company-owned restaurant in Qigo&prings, Colorado, and in May 2011 we sold a@repanyewned Good Times restaurant in Colorado Spring$éor@ado. We
entered into a purchase and sale agreement witmeslated third party effective as of October 1012 for the sale of one companyned restaurant in Littleton, Colorado.
anticipate the sale to close prior to Decembe281,1 with estimated net proceeds of $310,000. Wieipate that franchisees may close up to two lelume franchised restaurant:
fiscal 2012 and we may close one or two lower v@utompany operated restaurants, which would résulnproved overall operating margins and morecédfit allocation ¢
overhead resources.

Menu: The menu of a Good Times Burgers & Frozen Custasthurant is limited to hamburgers, cheeseburgbaisken sandwiches, french fries, onion ringssifr squeezed a
frozen lemonades, soft drinks and frozen custandymts. Each menu item is made to order at the tiva customer places the order and is not preapzdp

The hamburger patty is made with Meyer All Natursl,Angus beef, served on a 4" bun. Hamburged @reeseburgers are garnished with fresh icebtugde fresh sliced sweet |
onions, mayonnaise, guacamole, fresh grilled hanegd bacon, and proprietary sauces. The chickedupts include a spiced, battered whole muscladbrpatty and a grill¢
seasoned breast patty, both served with mayonrlatsece and tomatoes, and Chicken Dunkers, whaadh meat breaded Tenders. Signature chickerugoéhclude the Burni
Buffalo, Guacamole Bacon Chicken, and 100% wholsaieubreast meat Dunkers. Equipment has been ateédrand equipped with compensating computersligedea consistel
product and minimize variability in operating syste

All natural Angus beef is raised without the useany hormones, antibiotics or animal byproductst tre normally used in the open beef market. A\ that all natural be
delivers a better tasting product and, becauskeofigorous protocols and testing that are a datteoMeyer All Natural Beef processes, also mayimize the risk of any foodborne
bacteria-related illnesses.

Fresh frozen custard is a premium ice cream (reguin excess of 10% butterfat content and .4% yagligs) with a proprietary vanilla blend that is paged from highly specializ:
equipment that minimizes the amount of air thatdded to the mix and that creates smaller ice als/thhan other frozen dairy desserts. The cussasdooped similarly to hanpacket
ice cream but is served at a slightly warmer teiajpee. The resulting product is smoother, creaaniet thicker than typical soft serve or haatked ice cream products. Good Ti
serves the frozen custard as vanilla and a flaf/tmeoday in cups and cones, specialty sundae$@pubnbenders”, a mix of custard and toppings,ve@m@nticipate it will continue
be a significant percentage of sales as we contmdevelop and promote custard products.

Marketing & Advertising:  Our marketing strategy focuses on: 1) driving pamable restaurant sales through attracting netocess and increasing the frequency of visits hyeru
customers; 2) communicating specific product nemésattributes to build strong points of differericem competitors; and 3) communicating a uniquesrgs and consistent brand.




Media is an important component of building Goodn&s' brand awareness and distinctiveness. We spestt of our advertising dollars on radio mediaintyrfiscal 2011. Th
Colorado market is an expensive media market, sst wioour advertising placement is not in primedibut in early and late fringe, prime access atel hi@ws time slots. As\
continue to develop more and more distinctivenes8aod Times' brand and increase penetration oCtllerado market, we anticipate we will continueuse media advertising
increase overall awareness. However, during fi204ll, we reduced our overall advertising expeneitiand focused more of our marketing funds oredwrel and trade area le
communication and activities. During fiscal 2012 wi¢ implement a Loyalty Program supplemented by first social media presence that affords usgadni level of engagement w
current customers and those that have chosen Gowes®s their hamburger QSR.

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

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

Operations:

Restaurant Management: We have developed Operating Partners in sevéraliorestaurants as we are able to recruit qedliiandidates. We believe that this is a dis
competitive advantage that provides a higher le¥alervice, quality control and stability over tim&he objective of the Operating Partner Progranoihave each partner develc
relationship with the employees, the customersthedcommunity at their restaurant and develop anesship mentality with commensurate rewards assSalerease over a long
period of time. The program allows an Operatingri®a to earn 25% of a restaurant's improvementsh flow over an established baseline. Each Gaweés restaurant employs
operating partner or a general manager, one toasg@stant managers and approximately 15 to 25 emdo most of whom work patitne during three shifts. An eight to ten w
training program is utilized to train restaurantnagers on all phases of the operation. Ongoinigitiais provided as necessary. We believe thegntive compensation of ¢
restaurant managers is essential to the successrdfusiness. Accordingly, in addition to a salananagerial employees may be paid a bonus basmd prpficiency in meetir
financial, customer service and quality performaobgectives tied to a monthly scorecard of measuise to our decline in sales in 2009 and 2010skitted most of our Operati
Partners into a more traditional bonus plan basettheir performance against the monthly scorecaettios.

Operational Systems and ProcessesWe believe that we have some of the best operatstems and processes in the industry. Detpilecesses have been developed for hc
daily, weekly and monthly responsibilities thatwdriconsistency across our system of restaurantparidrmance against our standards within diffedayt parts. We utilize a lak
program to determine optimal staffing needs of e@sftaurant based on its actual customer flow ardathd. We also employ several additional operatitools to continuous
monitor and improve speed of service, food wasted fquality, sanitation, financial management amgleyee development. We are moving toward autargadnd computerizing
many of these systems as possible into an inteyrdigital management system.

The order system at each Good Times restaurarguipmed with an internal timing device that disglegnd records the time each order takes to prepatedeliver. The tot
transaction time for the delivery of food at thendaw is approximately 30 to 60 seconds during figag&s.

We use several sources of customer feedback taaeatach restaurant's service and quality perficeancluding an extensive secret shopper progcastpmer comment phone li
telephone surveys and website comments. Additipnrainagement uses both its own primary consugsaarch for product development and to determig®mer usage and attitt
patterns as well as third party market researchetveluates Good Times' performance ratings onrakg#ferent operating attributes against key cetitprs.

Training: We strive to maintain quality and consistencgach of our restaurants through the careful trgiaimd supervision of all our employees at all Is\aid the establishment
and adherence to, high standards relating to pees@erformance, food and beverage preparatiomeidtenance of our restaurants. Each managercuomogilete an eight to ten we
training program, be certified on several core psses and is then closely supervised to show ltiprehension and capability before they are allotwetianage autonomously.
of our training and development is based uponarittest, certify, re-train” cycle around standaadd operating processes at all levels. We caradsemi-




annual performance review with each manager taudsgrior performance and future performance godls. have a defined weekly and monthly goal setgragess around futt
performance goals. We have a defined weekly andtimogoal setting process around service, empla@elopment, financial management and store maante goals for eve
restaurant. Additionally we have a library of videgaining tools to drive training efficiencies aoohsistency.

Recruiting and Retention: We seek to hire experienced restaurant manager©aerating Partners. We support employees grin§f competitive wages and benefits, includi
401(k) plan, medical insurance, stock options &mional managers and incentive plans at every kbatlare tied to performance against key goalsaneictives. We motivate a
prepare our employees by providing them with opputies for increased responsibilities and advaresgm We also provide various other incentivesuidiog vacations, ¢
allowances, monthly performance bonuses and mgnegarards for managers who develop future managersur restaurants. We have implemented an orslaneening and hirir
tool that has proven to reduce hourly employeecven by more than 50%.

Franchising: Good Times has prepared prototype area rightdrandhise agreements, a Uniform Franchise DiscioBwcument ("UFDD") and advertising material toutdized ir
soliciting prospective franchisees. We seek tmettfranchisees that are experienced restauraratgs, well capitalized and have demonstratedatiiity to develop one to fi\
restaurants. We review sites selected for fraeshésd monitor performance of franchise units. akenot currently soliciting new franchisees antl mat do so until capital becon
more available and we have regained greater saee siles momentum.

We estimate that it will cost a franchisee on agerapproximately $750,000 to $1,100,000 to opeastaurant with dining room seating, including ppening costs and worki
capital, assuming the land is leased. A franchigpieally will pay a royalty of 4% of net sales) advertising materials fee of at least 1.5% ofsad¢és, plus participation in regio
advertising up to an additional 4% of net salesa bigher amount approved by the advertising cadjyer, and initial development and franchise feraling $25,000 per restaura
Among the services and materials which we providganchisees 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 toetirelating t
operation of the franchised restaurants.

After a franchise agreement is signed, we activwedyk with and monitor our franchisees to ensurecsssful franchise operations as well as compliavite Good Times systems &
procedures. During the development phase, wetasstse selection of sites and the developmemtrofotype and building plans, including all reqdirghanges by local municipalit
and developers. We provide an opening team oferaito assist in the opening of the restaurantraming of the employees. We advise the frareghisn menu, management train
marketing, and employee development. On an ondmaisgs we conduct standards reviews of all framchéstaurants in key areas including product qualérvice standards, restaul
cleanliness and sanitation, food safety and pedglelopment.

We have entered into eleven franchise agreemenkeigreater Denver metropolitan area. Thirteandhise restaurants and seven joirtiure restaurants are operating in the De
metropolitan area media market. Good Times fraghéstaurants also operate in Colorado SpringsnaBdise, Idaho. The Boise Idaho franchise agergnexpired in Novembe
2011 and we anticipate that it will not be renew&lial branded franchised restaurants operatellatt8iand Sheridan, Wyoming, Ft. Collins and Wimg<Colorado, and Bismar¢
North Dakota

Management Information Systems: Financial and management control is maintaineduth the use of automated data processing andatieet accounting and managen
information systems that we provide. Sales, ladowd cash data is collected daily via a restaurack office system which gathers data from the teatst point-ofsale systenr
Management receives daily, weekly and monthly respidientifying food, labor and operating expensas ather significant indicators of restaurant perfance. We believe that th
reporting systems are sophisticated and enhancahility to control and manage operations

Food Preparation, Quality Control & Purchasing: We believe that we have some of the highest foaityustandards in the quick service restaurantistiy. Our systems &
designed to protect our food supply throughoutptfegaration process. We inspect specific qualifieshufacturers and work together with those manufecs to provide specificatio
and quality controls. Our operations managemearseare trained in a comprehensive safety andasanitcourse provided by the National RestaurarsioAstion. Minimum coc
temperature requirements and line checks througheuday ensure the safety and quality of both énsrgnd other items we use in our restaurants.

We currently purchase 100% of our restaurant faudi @aper supplies from Yancey's Food Service. Wadl believe that the current reliance on thig s@ndor will have any long-
term material adverse effect since we believettiere are a




sufficient number of other suppliers from which doand paper supplies could be purchased. We damicipate any difficulty in continuing to obtaam adequate quantity of food :
paper supplies of acceptable quality and at acbepfaices.

Employees: At December 15, 2011, we had approximately 41pleyees of which 348 are part time hourly employaed 63 are salaried employees working full tiriée conside
our employee relations to be good. None of ourleyges are covered by a collective bargaining ages.

Competition: The restaurant industry, including the fast fam@iment, is highly competitive. Good Times competih a large number of other hamburgeiented fast foo
restaurants in the areas in which it operates. yMdithese restaurants are owned and operatedgipnad and national restaurant chains, many of Wwhiave greater financial resour
and experience than we do. Restaurant compargéesutrently compete with Good Times in the Denmerket include McDonald's, Burger King, Wendy'sfl8alr., Sonic and Jack
the Box. Double drive-through restaurant chainshsas Rally's Hamburgers and Checker's Drive-IntdReants, which currently operate a total of ove® 8louble drivethrougt
restaurants in various markets in the United Statessnot currently operating in Colorado. Culvand Freddy's are the only significant competitdfisring frozen custard as a prim
menu item operating in the Denver and Coloradorggrimarkets and both have a significant presenddidwestern markets that may be targeted for expansAdditional "fas
casual" hamburger restaurants are being developti iColorado market, such as Smashburger and3tiys; however, they do not have drieough service and generate an ave
per person check that is approximately 50% highan GGood Times' average check.

Our management believes that we may have a coimpeditvantage in terms of quality of product conegato traditional fast food hamburger chains. YEddvelopment of our dout
drive-through concept in Colorado has given usdraatage over other double dritteough chains that may seek to expand into Cotletause of our brand awareness and pi
restaurant locations. Nevertheless, we may becatgpetitive disadvantage to other restaurant ehaith greater name recognition and marketing céipabFurthermore, most of o
competitors in the fafbod business operate more restaurants, have Iséalished longer, and have greater financial ressuand name recognition than we do. There @saisive
competition for management personnel, as well aatfeactive commercial real estate sites suitédieestaurants.

Trademarks: Good Times has registered its mark "Good TimesteDThru Burgers"(SM) with the State of Coloradd/e have also registered our mark "Good Times Bsré
Frozen Custard" federally and with the State ofo€ado.

Good Times received approval of its federal regt&in of "Good Times" in 2003. In addition we owademarks or service marks that have been register for which applicatiol
are pending, with the United States Patent andeémaak Office including but not limited to: "Might®eluxe", "Wild Fries", "Spoonbender", "Chicken Dwnk", "Big Daddy Bacc
Cheeseburger", and "Wild Dippin' Sauce". Our tragdes expire between 2012 and 2015.

Government Regulation: Each Good Times restaurant is subject to thelaéigns of various health, sanitation, safety aingl &gencies in the jurisdiction in which the resgant it
located. Difficulties or failures in obtaining thequired licenses or approvals could delay or gmévhe opening of a new Good Times restaurantlefe¢ and state environmer
regulations have not had a material effect on garations. More stringent and varied requiremehtsaal governmental bodies with respect to zoniagd use and environmer
factors could delay or prevent development of nestaurants in particular locations. We are sulifethe Fair Labor Standards Act, which governssuatters as minimum wag
overtime, and other working conditions. In additiove are subject to the Americans With Disab#itkct, which requires restaurants and other féslibpen 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 applicat
of statutory standards regulating franchise refestiips.

Available Information: Our Internet website address is www.goodtimesbsrgem. We make available free of charge throughn@bsite's investor relations information section
annual reports on Form 10-K, quarterly reports omF10-Q, current reports on FormkKg8-and any amendments to those reports filed witfumished to the SEC under applice
securities laws as soon as reasonably practical & electronically file such material with, orfiiish it to, the SEC. Our website information & part of or incorporated by referel
into this Annual Report on Form 10-K.
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Special Note About Forwarc-Looking Statements: From time to time the Company makes oral andi@nistatements that reflect the Company's curpgreatations regarding futt
results of operations, economic performance, firdmondition and achievements of the Company.owardiooking statement is neither a prediction nor argotee of future even
We try, whenever possible, to identify these fovaoking statements by using words such as "antiejpdassume," "believe," "estimate," "expect,"téind," "plan," "project,” "may
"will," "would," and similar expressions Certaiorivard-looking statements are included in this FAi@K, principally in the sections captioned "Descriptiof Business," ar
"Management's Discussion and Analysis of Finar€@idition and Results of Operations." Forward-logkstatements are related to, among other things:

business objectives and strategic plans;

operating strategies;

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

restaurant and franchise acquisitions;

anticipated price increases;

expected future revenues and earnings, comparatila@n-comparable restaurant sales, results ohtipes, and future restaurant growth (both compamged and franchised);
estimated costs of opening and operating new nestts) including general and administrative, manigtfranchise development and restaurant operatists;

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

future capital expenditures;

0 our expectation that we will have adequatd ¢esm operations and credit facility borrowingsneeet all future debt service, capital expenditumd working capiti
requirements in fiscal year 2012;

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

0 success of advertising and marketing activitie

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

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

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

o effectiveness of our internal control ovesafigial reporting.

Although we believe that the expectations refledtedur forwardlooking statements are based on reasonable assunsipsuch expectations may prove to be materiadigriect due 1
known and unknown risks and uncertainties.

In some cases, information regarding certain ingyarfactors that could cause actual results tcediffiaterially from any forwartboking statements appears together with

statement. In addition, the factors described u@d#ical Accounting Policies and Estimates intRirltem 7, and Risk Factors in Part I, Item 18, well as other possible factors
listed, could cause actual results to differ matrifrom those expressed in forwaabking statements, including, without limitatiotie following: concentration of restaurant:
certain markets and lack of market awareness inmavkets; changes in disposable income; consunegrdépg trends and habits; increased competitidhérmquick service restaur:
market; costs and availability of food and beverixyentory; our ability to attract qualified manageemployees, and franchisees; changes in th&abiity of capital or credit facilit
borrowings; costs and other effects of legal clalmgsemployees, franchisees, customers, vendorekistilers and others, including settlement of tholséms; effectiveness

management strategies and decisions; weather gomgldnd related events in regions where our remtéaiare operated; and changes in accountingast#golicies and practices
related interpretations by auditors or regulatorties.

All forward-looking statements speak only as of thede made. All subsequent written and oral fodAlaoking statements attributable to us, or persais@ on our behalf, a
expressly qualified in their entirety by the cantioy statements. Except as required by law, westtake 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 urcpdited events or circumstances.
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ITEM 1A. RISK FACTORS

You should consider carefully the following riskctars before making an investment decision witipeesto Good Times Restaurants' securities. Yowangonedhat the risk factol
discussed below are not exhaustive.

We have accumulated lossedVe have incurred losses in every fiscal year sinception except 1999, 2002, 2006 and 2007. ASegftember 30, 2011 we had an accumulated ¢
of $17,680,000. We cannot assure you that wenaillhave a loss for the current fiscal year endegtember 30, 2012. As of September 30, 2011 ,adeatworking capital deficit
$488,000.

We must sustain same store sales increase§Ve must sustain same store sales increasesstingxiestaurants to sustain profitability and wpezienced declines in our same s
sales in fiscal 2008, fiscal 2009 and the first neonths of fiscal 2010. Sales increases will ddpenpart on the success of our advertising andnptin of new and existing me
items and consumer acceptance. We cannot assutireuthadvertising and promotional efforts willfatt be successful.

New restaurants, when and if opened, may not be pfitable, if at all, for several months. We anticipate that our new restaurants, whenifaogened, will generally take seve
months to reach normalized operating levels duadtiiciencies typically associated with new resgas, including lack of market awareness, the riedure and train a sufficie
number of employees, operating costs, which amnaftaterially greater during the first several rhendf operation than thereafter, meening costs and other factors. In addi
restaurants opened in new markets may open at lavezage weekly sales volumes than restaurantsdperexisting markets, and may have higher reatdadevel operating expen
ratios than in existing markets. Sales at restasrapened in new markets may take longer to rezehage annual compayvned restaurant sales, if at all, thereby affectime
profitability of these restaurants.

Our operations are susceptible to the cost of anchanges in food availability which could adversely ffect our operating results. Our profitability depends in part on our ability
anticipate and react to changes in food costsioWarfactors beyond our control, including advessather conditions, governmental regulation, prddag availability, recalls of foc
products and seasonality may affect our food costsause a disruption in our supply chain. We reintt® annual contracts with our chicken and ottméscellaneous suppliers. (
contracts for chicken are fixed price contractsir €ontracts for beef are generally based on cumeamket prices plus a processing fee. Changteiprice or availability of chicken
beef or other commodities could materially adversdfect our profitability. We cannot predict whet we will be able to anticipate and react to diag food costs by adjusting ¢
purchasing practices and menu prices, and a faitude so could adversely affect our operatingltesun addition, because we provide a "vapued" product, we may not be able
pass along price increases to our guests.

The macroeconomic recession could affect our opeiag results. The current state of the economy and decreaseslioter spending may adversely affect our saldseiriuture. /
proliferation of heavy discounting by our major quetitors may also negatively affect our sales gretating results.

Price increases may impact guest visits.We may make price increases on selected mens iterder to offset increased operating expengebelieve will be recurring. Althous
we have not experienced significant consumer i@sigt to our past price increases, we cannot prasdarance that this or other future price increag# not deter guests frc
visiting our restaurants or affect their purchasiegisions.

The hamburger restaurant market is highly competitive. The hamburger restaurant market is highly competitiOur competitors include many recognized nafiand regional fast-
food hamburger restaurant chains such as McDon&8dtger King, Wendy's, Carl's Jr., Sonic, Jackhi@ Box and Culver's. We also compete with snegllanal and local hambur¢
and other fast-food restaurants, many of whichufeadrivethrough service. Most of our competitors have gnefinancial resources, marketing programs andenggoognition. All ¢
the major hamburger chains have offered selected items and combination meals at discounted pri€8scounting by competitors may adversely afteetrevenues and profitabil
of our restaurants.

Sites may be difficult to acquire.Location of our restaurants in high-traffic anddiéaaccessible areas is an important factor far success. Driv#rough restaurants require s
with specific characteristics and there are a Bohinumber of suitable sites available in our gegigramarkets. Since suitable locations are intgleanand, in the future we may no
able to obtain optimal sites at a reasonable dosaddition, we cannot assure you that the siteslavobtain will be successful.
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We will require additional financing. In order to fully develop the Denver and ColoradwiSgs/Pueblo markets and to expand into marketsidri of Colorado, we will requi
additional financing. We cannot assure you thatwile be able to access sufficient capital to adegly finance our operations and our planned dewveémts or that additior
financing will be available on reasonable term$ie Eurrent economic environment and status of dipital markets may adversely affect our abilityatguire additional debt or equ
financing for working capital, new restaurant deyehent, or refinancing of existing funding agreetaen

If our franchisees cannot develop or finance new staurants, 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, soarelfisees must develop a predetermined numbestafurants according to a schedule that lasts éotettm of their developme
agreement. Franchisees may not have access findheial or management resources that they neegéda the restaurants required by their developisemdules, or may be une
to find suitable sites on which to develop themmarfehisees may not be able to negotiate acceptsdse or purchase terms for the sites, obtain ¢eessary permits and governn
approvals or meet construction schedules. Frore timtime in the past, we have agreed to extenuaify development schedules and we may do sodrfuture. Any of thes
problems could slow our growth and reduce our fnégserevenues.

Additionally, our franchisees depend upon finandimgn banks and other financial institutions in@rdo construct and open new restaurants. Ditfidul obtaining adequate financi
adversely affects the number and rate of new remtéopenings by our franchisees and adverselgtafig future franchise revenues.

Our franchisees could take actions that could harmour business. Franchisees are independent contractors and acireun employees. We provide training and suppa
franchisees; however, franchisees operate theauests as independent businesses. Consequéetiyyality of franchised restaurant operations twaygliminished by any number
factors beyond our control. Moreover, franchisees/ not successfully operate restaurants in a macomnsistent with our standards and requirementsnay not hire and tra
qualified managers and other restaurant person@al. image and reputation, and the image and répotaf other franchisees, may suffer materiallyd &ystemwide sales cou
significantly decline, if our franchisees do notogte successfully.

We depend on key management employead/e believe our current operations and future sicdepend largely on the continued services of amagement employees, in partic
Boyd E. Hoback, our president and chief executiffeeer, and Scott Lefever, our vice president oemgiions. Although we have entered into an emp&ynagreement with MV
Hoback, he may voluntarily terminate his employmeith us at any time. In addition, we do not maintkeyperson insurance on Messrs. Hoback's or Lefevié's The loss ¢
Messrs. Hoback's or Lefever's services, or othgmkanagement personnel, could have a material seheffect on our financial condition and result®pérations.

Labor shortages could slow our growth or harm our lusiness Our success depends in part upon our ability taitmotivate and retain a sufficient number ddliied, high€nerg
employees. Qualified individuals needed to fiksk positions are in short supply in some are&® iffability to recruit and retain these individuatay delay the planned opening
new restaurants or result in high employee turnavexisting restaurants, which could harm our bess. Additionally, competition for qualified erapees could require us to |
higher wages to attract sufficient employees, witcbld result in higher labor costs. Most of ompdoyees are paid on an hourly basis. The emptogee paid in accordance w
applicable minimum wage regulations. Accordinglgly increase in the minimum wage, whether stafederal, could have a material adverse impact arbosiness.

Nevada law and our articles of incorporation and blaws have provisions that discourage corporate takeers and could prevent stockholders from realizinga premium on
their investment. We are subject to anti-takeover laws for Nevadpa@tions. These antkkeover laws prevent a Nevada corporation fromagimg in a business combination v
any stockholder, including all affiliates and asates of the stockholder, who owns 10% or morénefdorporation's outstanding voting stock, for ¢hyears following the date that
stockholder acquired 10% or more of the corporaivating stock, unless specified conditions aré me

Our articles of incorporation and our bylaws com@inumber of provisions that may deter or impeétedvers or changes of control or management. eTsisions:
authorize our Board of Directors to establish onmore series of preferred stock, the terms of wis&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 elegftione or more directors;
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. state that special meetings of our stockholders Ineagalled only by the chairman of the board, ttesident or any two directors, and must be caliethb president upon t
written request of the holders of ten percent efdhtstanding shares of capital stock entitledote at such special meeting; and

provide that the authorized number of directorsasnore than seven, as determined by our Boardretirs.

These provisions, alone or in combination with eatfrer, may discourage transactions involving dotugpotential changes of control, including tractgans that otherwise cot
involve payment of a premium over prevailing mangetes to stockholders for their common stock.

We have a controlling stockholder. Small Island Investments Limited ("SII") beneéily owns approximately 50.7% of our outstandingnewon stock. In addition, SlI has the ri¢
for so long as it owns more than 50% of our outditagn common stock, to designate a majority of oori8l of Directors. SlI therefore has the abilityaiter the strategic directi
and/or capital structure of the Company.

Future changes in financial accounting standards macause adverse unexpected operating results andfeaft our reported results of operations. Changes in accounti
standards can have a significant effect on ourrtedaesults and may affect our reporting of tratisas completed before the change is effective.ah example, in 2006, we adog
the change that requires us to record compensatipanse in the statement of operations for emplsyeek options using the fair value method. Se¢eNoto our Consolidat:
Financial Statements for further discussion. Nemnpuncements and varying interpretations of prasements have occurred and may occur in the fut@hanges to existing rules
differing interpretations with respect to our cuntrpractices may adversely affect our reportednione results.

Our NASDAQ Listing Is Important. Our Common Stock is currently listed for tradingtbe NASDAQ Capital Market. The NASDAQ maintenamgkes require, among other thin
that our common stock price remains above $1.0Gpare and that we have minimum stockholders' g@di$2.5 million. During fiscal 2010, the Compargceived notices of non-
compliance with both the minimum bid price and miom stockholders' equity continued listing requieats. The completion of the SlI Investment Tratieachas helped t
Company to regain compliance with the minimum shad#ters' equity requirement and a onetfmee reverse stock split that took effect on Ddwem81, 2010, allowed us to reg
compliance with the minimum bid price requiremetftwe do not complete another equity transactisa,anticipate that we will again fall below the mimm stockholders' equi
requirement of $2.5 million in fiscal 2012.

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 variougfel] state and local government regulations, aiolythose relating to the sale of food. Whileha pas
we have been able to obtain and maintain the nageg®vernmental licenses, permits and approvais failure to maintain these licenses, permits apgrovals, including foc
licenses, could adversely affect our operatingltesDifficulties or failures in obtaining the reiged licenses and approvals could delay or réswur decision to cancel the openini
new restaurants. Local authorities may susperdeny renewal of our food licenses if they deterntimet our conduct does not meet applicable stasdardf there are changes
regulations.

Various federal and state labor laws govern ouwtiaiship with our employees and affect operatiogfs These laws govern minimum wage requirementd) as those to be impo
by recently enacted legislation in Colorado, oveetipay, meal and rest breaks, unemployment tag, raterkers' compensation rates, citizenship odessiy requirements, child lat
regulations and sales taxes. Additional governAmapbsed increases in minimum wages, overtime paig, lpaves of absence and mandated health bemefjtsncrease our operat
costs.

The federal Americans with Disabilities Act protgdiscrimination on the basis of disability in fiaslaccommodations and employment. Although ostaerants are designed tc
accessible to the disabled, we could be requiredaioe modifications to our restaurants to provielwise to, or make reasonable accommodations igebbbd persons.

We are also subject to federal and state lawsréitatiate the offer and sale of franchises and aspéche licensolicensee relationship. Many state franchise lawgase restrictior
on the franchise agreement, including limitatioms rmn-competition provisions and the terminationnon+tenewal of a franchise. Some states require taachise materials
registered before franchises can be offered orisdite state.

Compliance with changing regulation of corporate geernance and public disclosure may result in additinal expenses. Keeping abreast of, and in compliance with, clivay
laws, regulations and standards relating to cotpagavernance and public disclosure, includingShebanes-Oxley Act of 2002, new SEC regulationsTarelNASDAQ
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Market rules, has required an increased amount afagement attention and expense. We remain coeahtitt maintaining high standards of corporate gowmece and publ
disclosure. As a result, we intend to invest aisonably necessary resources to comply with exglstandards, and this investment has resulteahdnwall continue to result |
increased general and administrative expenses diveision of management time and attention fronenele-generating activities to compliance actisitie

Risks related to internal controls. Public companies in the United States are reduereview their internal controls as set forthttie Sarbane®xley Act of 2002. It should |
noted that any system of controls, however weligiesd and operated, can provide only reasonabtenanabsolute, assurance that the objectiveseofybtem are met. In addition,
design of any control system is based in part w@tain assumptions about the likelihood of futewents. Because of these and other inherent tiorigof control systems, there «
be no assurance that any design will succeed iiewnl its stated goals under all potential futcoaditions, regardless of how remote. If the inéicontrols put in place by us are
adequate or in conformity with the requirementshef Sarbane®xley Act of 2002, and the rules and regulatiorenprigated by the Securities and Exchange Commisgiermay b
forced to restate our financial statements and taker actions which will take significant finanicend managerial resources, as well as be subjefihés and other governm:
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 preferecoekl be affected by health concerns about thenawniguenza, also known as bird flu, or the constiorpof beef, the key ingredie
in many of our menu items, or negative publicityecerning food quality, illness and injury generaliyich as negative publicity concerning E. coliathtow" or “foot-andnouth’
disease, publication of government or industry ifigd concerning food products served by us, orrdtlealth concerns or operating issues stemming fsoenrestaurant or a limit
number of restaurants. This negative publicity radyersely affect demand for our food and coulditds a decrease in guest traffic to our restatsrarf we react to the negat
publicity by changing our concept or our menu wey iese guests who do not prefer the new conceptestu, and may not be able to attract a sufficiemt guest base to produce
revenue needed to make our restaurants profitdbleddition, we may have different or additionahpetitors for our intended guests as a resultafrecept change and may no
able to compete successfully against those coropetitA decrease in guest traffic to our restasrasta result of these health concerns or negativkcity or as a result of a change
our menu or concept could materially harm our bessn

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

We currently lease approximately 3,700 squaredéspace for our executive offices in Golden, Catlwr for approximately $55,000 per year under eeleageement which expired
September 2009. We are currently leasing the spaca month to month basis. The space is leased TioenBailey Company, a significant stockholder hie Company, at the
corporate headquarters.

As of December 15, 2011, Good Times has an owreistérest in twentfive Good Times units, all of which are locateddolorado. Seven of these restaurants are heldgamt
venture limited partnership of which Good Timeshis general partner. Good Times has a 50% intarest of the partnership restaurants and a 78&eést in one restaurant. In J
2010 we sold our 51% interest in one restaurantvtaa held in a joint venture limited partnerstopur limited partner, and the restaurant is noerafed under a franchise agreen
There are eighteen Good Times units that are wioeltyed by Good Times.

Most of our existing Good Times restaurants aremkination of freestanding structures containing approximately 88@,@00 square feet for the double drive thru foreuad
approximately 2,400 square feet for our prototypiding with a 70 seat dining room. In additione Wwave several restaurants that are conversiomsdtioer concepts in various si
ranging from 1,700 square feet to 3,500 square fé&e buildings are situated on lots of approxahatl8,000 to 50,000 square feet. Certain restasirserve as collateral for |
underlying debt financing arrangements as discusstte Notes to Consolidated Financial Statemiisided in this report. We intend to acquire retes both through ground lea
and purchase agreements supported by mortgageasehbld financing arrangements and through sateleck agreements.
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All of the restaurants are regularly maintainedoby repair and maintenance staff as well as byiadritsontractors, when necessary. We believe thaf aur properties are in go
condition and that there will be a need for peigochipital expenditures to maintain the operati@mal aesthetic integrity of our properties for theeeeable future, including recurt
maintenance and periodic capital improvements. oflbur properties are covered up to replacemest aoder our property and casualty insurance galieind in the opinion
management are adequately covered by insurance.

ITEM 3. LEGAL PROCEEDINGS

We are not involved in any material legal procegdinWe are subject, from time to time, to varitavgsuits in the normal course of business. Thassuits are not expected to ha
material impact.

ITEM 4. (REMOVED AND RESERVED)
PART II
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 hégid low bid prices for ol
Common Stock as reported by the NASDAQ Capital Mafkr each quarter within the last two fiscal yealThe quotations reflect interdealer prices, atthretail mark-ups, mark-
downs or commissions and may not represent actusddctions.

2010 2011
QUARTER HIGH LOW QUARTER HIGH LOW
ENDED ENDED
December 31, 200 $1.37 $1.05 December 31,201 $3.00 $1.56
March 31, 201( $1.32 $1.03 March 31, 201: $4.73 $1.80
June 30, 201 $1.25 $0.92 June 30, 201 $2.44 $1.64
September 30, 201 $1.01 $0.30 September 30, 201 $1.88  $1.38

As of December 15, 2011 there were approximately I&ilders of record of Common Stock. However, ngan@ent estimates that there are not fewer tharbhameficial owners
our Common Stock.

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

Recent Sales of Unregistered Securities

Sl Investment Transaction

As previously disclosed in the Company's curremoreon Form & filed on November 3, 2010, the Company entered i Securities Purchase Agreement (the "Pur
Agreement") with SIl on October 29, 2010, pursuantvhich the Company agreed to sell, and Sl agteepurchase, 1,400,000 shares of our Common Stbek"Shares") at
purchase price of $1.50 per share, or an aggreja2,100,000. The Purchase Agreement was amesrd@&kcember 13, 2010 to clarify the scope of Slifector designation rigk
following the Closing. On December 13, 2010, tfreenpany and Sl completed the issuance and saledbhares to the SlI (the "SIl Investment Traneat}i The Company receiv
gross proceeds of $2,100,000, which were usedyt@ffahe interim working capital loans, reduce empany's current liabilities and provide workeapital.

The Shares sold to Sll were not registered undeBtcturities Act or state securities laws, and naybe resold in the United States in the absehee effective registration statem
filed with the SEC or an available exemption frdme epplicable federal and state registration reguénts. In the Purchase Agreement, SlI represéntid Company that: (a) it is
accredited investor, as such term is defined ireB0I1 of Regulation D promulgated under the SdesriAct; (b) it acquired the Shares as principalif® own account for investme
purposes only and not with a view to or for disitihg or reselling the Shares or any part theraod (c) it is knowledgeable, sophisticated and B&pee in making, and
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qualified to make, decisions with respect to inrestts in securities representing an investmensiecsimilar to that involved in the purchase af 8hares. The Company has re

on the exemption from the registration requiremeifithe Securities Act set forth in Section 4(réof and the rules and regulations promulgatee theder for the purposes of the
Investment Transaction.

Disclosure with Respect to the Company's Equity Copensation Plans We maintain the 2008 Omnibus Equity Incentive @emsation Plan, pursuant to which we may granttg
awards to eligible persons, and have outstandimcksbptions granted under our 2001 Good Times Remtgs Stock Option Plan, 1992 Incentive Stock @pfPlan and 1992 Non-
Statutory Stock Option Plan. For additional infation, see Note 13, Stockholders' Equity, in théeNdo the Consolidated Financial Statements irelud this report. The followir
table gives information about equity awards underpsans as of September 30, 2011.

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- 166,022 $6.89 18,000
options
Total 166,022 $6.89 18,000
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ITEM 6. SELECTED FINANCIAL DATA.

The selected financial data on the following pagesderived from our historical financial statenseand is qualified in its entirety by such finahatatements which are includec
Item 8 hereof.

The following presents certain historical finandigformation of the Company. This financial infaation includes the combined operations of the Campand its subsidiary for tl
fiscal years ended September 30, 2007 to 2011ai@egtior year balances have been reclassifiednfoecm to the current year's presentation. Suclassifications had no effect on
net income or loss.

Septem
30,
Operating Data: 2011 2010 2009 2008 2007
Restaurant sale $20,183,00C $20,390,00( $22,079,00( $25,244,00( $24,215,00(
Franchise fees and royalti 420,00( 473,00( 536,00( 638,00( 740,00(

Total Net Revenue 20,603,00C  20,863,00( 22,615,00C 25,882,00( 24,955,00(
Restaurant Operating

Costs:

ngtzd and packagi 7,241,000 7,181,000 7,423,000 8,002,000 7.589,0
Payroll and other .

employee benefit cos 7,043,000 7,359,000 7,663,000 8,780,000 8,068,0
Occupancy and oth 445 0 4,331,000 4,529,000 4,881,000 4,8@3,0

operating cost
New store pre-opening i i

costs 15,000 38,000 118,000
Depreciation and

amortisation 888,00( 943,00 1,172,000  1,283,00( 1,223,00(

Total restaurar
operating cost

Selling, General &
Administrative cost:

19,344,000 19,814,000 20,802,000 22,984,000 3881000

2,038,00C 2,638,00C 2,814,00C 3,567,00C 3,226,00C

Franchise cos 70,000 124,000 161,000 312,000 160,000
Loss (Gain) on . : \ \
restaurant asse (184,000 199,00( (128,000 (135,000’ (17,000)
'ncgpm;a&)%fs) fron ($665,000) ($1,912,000) ($1,134,000) ($086)  $200,000
Other Income and
(expenses
Unrealized gain (los:
on interest rate swe 27,000 3,000 (87,000) - -
Interest income (279,000) (598,000) (261,000) (13.000) 40,000

(expense), ne
Total other income
(expense
Net Income (Loss) from
continuing operation ($917,000) ($2,507,000) ($1,482,000) (%060) $240,000
Income (loss) from

(252,0000 (595,000 (348,000°  (13,000) 40,000

discontinued operatior 22,00 (590,000 _ (218,000 -
Net Income (Loss ($895,000 " ($3,097,000 ($1,700,000 ($959, OOO ) $240,00C
Income (Expense) from
nor-controlling interes (118,000 165,000 54,000 (113,000 (211,000
Income tax expen: - - - 4,00C -

Net Income (Loss

available to Common

Shareholder ($1,013,000 ($2,932,000 ($1,646,000 ($1,076,000 $29,00C
Basic and Diluted Earning

(Loss) Per Shar ($.42) (%$2.26) ($1.26) ($.84) $.03
Balance Sheet Data
Working Capital (Deficit)  ($488,000 ($1,869,000 ($1,200,000 ($2,082,000 $532,00C

Total asset 6,999,00( 8,318,00C 10,254,00C 11,920,00( 11,544,00(
Non-controlling interest ir

partnership: 215,000 274,000 428,000 584,000 751,000
Long-term debt 2,067,00C 3,005,00C 2,478,00C 846,000 970,000
Stockholders' equit $2,520,00C  $1,694,00C $4,378,00C $5,993,00( $7,084,00(
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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 2011 decde$260,000 (1.2%) to $20,603,000 from $20,863,@00iscal 2010. Same store restaurant sales isete$1,048,000 (6.2%) duri
fiscal 2011. Restaurants are included in same stles after they have been open a full fifteentimoand only Good Times restaurants are includetbwlal branded restaurants
excluded. Restaurant sales decreased $39,00dweetnon-traditional compamwned restaurant not included in same store salésdacreased $38,000 due to one dual bre
company-owned restaurant. Restaurant sales dedr§ask78,000 due to one co-developed restauradtisdiscal 2010 and two compamyvned restaurants sold in fiscal 2011.
revenues decreased $53,000 in fiscal 2011 duelécrase in franchise royalties and fees of $53,000

Our first and second fiscal quarter same storeaueaht sales were positively affected by betten thaerage weather in both October and December a6d0n March 2011. TI
positive same store sales results for fiscal 2044 @flect the continuation of the positive momentwe experienced in the last fiscal quarter of@®hen same store sales increi
1.8%.

Our outlook for fiscal 2012 is optimistic based thie last sixteen months' of positive sales trehdsyever our sales trends are influenced by manypifa@nd the macroeconor
environment remains challenging for smaller restatichains. Our average transaction has increiaséisical 2011 compared to fiscal 2010 and we ametinuing to manage o
marketing communications to balance growth in amstotraffic and their average expenditure.

Average restaurant sales for company-owned andeweloped restaurants (including double drive trestaurants and restaurants with dining rooms Bkaluding dual bran
restaurants) for fiscal 2010 and 2011 were asvaio
Fiscal 2011 Fiscal 201C

Compan-operatec $779,00C $734,00C

Company operated restaurants' sales range from afl§473,000 to a high of $1,487,000.

For factors which may affect future results of @iems, please refer to the section entitled "GurFéscal Year Initiatives" in Item 1 on page 4tlois report and a related discussio
planned product and system changes discussed gediien entitled "Concept and Business Strategyteim 1 on pages 2 - 4 of this report.

Restaurant Operating Costs:Restaurant operating costs as a percent of restaakes were 95.8% for fiscal 2011 compared t@%7n fiscal 2010.

The changes in restaurant-level costs are explasddllows:

Restaurar-level costs for the period end 97.2%

September 30, 201

Increase in food and packaging cc .6%

Decrease in payroll and other employee bel (1.2%)
costs

Decrease in occupancy and other operating (.6%)
Decrease in depreciation and amortization ¢ (.2%)
Restaurair-level costs for the period end 95.8%

September 30, 201

Food and Packaging CostsFood and packaging costs for fiscal 2011 incre&&j000 from $7,181,000 (35.2% of restaurant safefi$cal 2010 to $7,241,000 (35.9% of restat
sales). We experienced dramatic increases in contynmmbts including beef, bacon, soft drinks anitydeosts in fiscal 2010 and fiscal 2011.

In fiscal 2010 our weighted food and packaging €astreased approximately 11%. The total menwegricreases taken during fiscal 2010 were 7.1%gfallhich were taken in ti
last four months of the year. The introductionted $2.89 Craver combo meals in May 2010 negativefpacted our cost of sales by an estimated 1%sthueant sales; however,
believe the new value offer has been a signifidaiver of customer traffic.

In fiscal 2011 our weighted food and packaging €astreased approximately 5%. We implemented a Ir2%u price increase in February 2011, a 1.1% npeice increase in la
May 2011 and a 2.4% menu price increase in SepteRtlid. We anticipate continued cost pressure werabcore commodities, including beef, bacon aamidydor fiscal 2012.
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However, we anticipate our food and packaging casta percentage of sales will decrease in fisga2 Zrom a combination of price increases, prodatés mix changes and rec
modifications.

Payroll and Other Employee Benefit CostsFor fiscal 2011, payroll and other employee berwfits decreased $316,000 from $7,359,000 (36.1%stfurant sales) in fiscal 201(
$7,043,000 (34.9% of restaurant sales).

The decrease in payroll and other employee beerfienses as a percent of restaurant sales fot #8&4 is primarily the result of higher restauraates. Because payroll costs
semivariable in nature they decrease as a percentagest#urant sales when there is an increase inurestt sales. Additionally payroll and other empgleybenefits decreas
approximately $409,000 in fiscal 2011 due to twenpany-owned restaurants sold in February and My 2td one caleveloped restaurant sold in June 2010. We aatiipayrol
and other employee benefit costs will decreaseps@ntage of sales in fiscal 2012 due to theatipey leverage on increasing sales.

Occupancy and Other CostsFor fiscal 2011, occupancy and other costs decie®$69,000 from $4,331,000 (21.3% of restaurargsah fiscal 2010 to $4,172,000 (20.7%
restaurant sales). The $159,000 decrease in oocypad other costs is primarily attributable to:

Decrease in building rent of $173,000 primarily doi¢he three restaurants sold in fiscal 2011 &2
Decrease of $175,000 in all other restaurant ojpgrabsts due to the three restaurants sold ialf3@11 and 2010.
The decreases above were offset by the followirsg iocreases:
Increases in various other restaurant operating @d$$84,000 at existing restaurants, compris@daily of utility costs and bank fees.

An adjustment of $62,000 to our liability for thecaetion of deferred rent in fiscal 2011 due to tedd restaurants. This compares to an adjustnfe$it&¥,000 in fiscal 2010 due
negotiated rent reductions at several locations.

Occupancy costs may increase as a percent of aalasw company-owned restaurants are developedodbigher rent associated with s#éaseback operating leases, as we
increased property taxes on those locations.

Depreciation and Amortization Costs:For fiscal 2011, depreciation and amortization sascreased $55,000 from $943,000 in fiscal 201%888,000. Depreciation costs prima
decreased due to the three restaurants sold ial 211 and 2010 as well as due to declining dégiien expense in our aging company-owned and -jémture restaurants. T
decrease was offset by depreciation expense itfiotimeh quarter of fiscal 2011 of approximately $3I) related to our compamwned restaurant in Firestone, Colorado that
reclassified from held for sale to held and usethéaccompanying Condensed Consolidated BalareetSh

Selling, General and Administrative Costs:For fiscal 2011, selling, general and administetwsts decreased $600,000 from $2,638,000 (10f ¥&smurant sales) in fiscal 201(
$2,038,000 (12.9% of restaurant sales). The dsergaselling, general and administrative costsparmtially attributable to decreased advertisingtgowhich decreased to $757,
(3.8% of restaurant sales) for fiscal 2011 froml$6,000 (5.7% of restaurant sales) for fiscal 2@ a decrease in general and administrative,oobish decreased to $1,281,!
(6.3% of restaurant sales) for fiscal 2011 fromd82,000 (7.3% of restaurant sales) for fiscal 284 @xplained below.

Contributions are made to the advertising matefiaigl and regional advertising cooperative based percentage of sales and there was a reductithe ipercentage contribution
fiscal 2011 compared to fiscal 2010. Additionalyfiscal 2011 there was a refund of $122,000 oéeggear-talate contributions paid to the advertising coopezatVe fully allocate
the returned contributions to the capitalized assst for new menu boards in all company-ownedandeveloped restaurants.

We anticipate that fiscal 2012 advertising expengkeincrease from fiscal 2011 and will consistmparily of radio advertising, a new Loyalty Prograsocial media and osite ani
point-ofpurchase merchandising totaling approximately 4d%estaurant sales. We anticipate that genekaministrative expenses will be relatively stahléscal 2012, with th
exception of reinstating certain salaries that wedeiced in fiscal 2009 and 2010.

The $201,000 decrease in general and administretipenses in fiscal 2011 is primarily attributatole
Reductions in payroll and employee benefit costs7a@f,000.
Reduction of $82,000 in other expenses due to@maeivable write off in fiscal 2010.

. Reduction in professional services oD$D,
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. Reduction in vacant land costs of $15,C
Increase of $19,000 in miscellaneous income.
Net reductions in various other fixed expenses3,$00.
The decreases above were offset by the followirsg iocreases:
Increase in training and recruiting expenses of 2
Increase in stock exchange fees and expenses @tRl8ue to costs incurred for the reverse stolikisfecember 2010.

Franchise Costs:For fiscal 2011 franchise costs decreased $54 /@00 $124,000 (.6% of total revenues) in fiscal 261870,000 (.3% of total revenues).
The decrease in franchise costs for fiscal 201drimmarily attributable to sponsorship costs incdrie the prior year associated with the Good TileeEnsee operating in the Pe
Center in Denver, Colorado which closed in latedi2010.

Loss (Gain) on Restaurant AssetsFor fiscal 2011 the gain on restaurant assets 184,800 compared to a loss of $199,000 in fiscal020The $184,000 gain on restaurant ass:
fiscal 2011 is primarily related to the $168,000ngan the sale of two compa-owned restaurants in February and May 2011 andakee of one caleveloped building related tc
restaurant closed in fiscal 20:

Income (Loss) from Operations:The loss from operations was $665,000 in fiscall26dmpared to a loss from operations of $1,912ja0@scal 2010. The decrease in loss f
operations for the fiscal year is due primarilynatters discussed in the "Restaurant OperatingsGd$beneral and Administrative Costs", "Franch@ests" and "Loss (Gain)
Restaurant Assets" sections above.

Loss from Continuing Operations: The loss from continuing operations was $917,00Gi$sal 2011 compared to a loss of $2,507,000sicaf 2010. The change from fiscal 201
fiscal 2011 was primarily attributable to the megtdiscussed in the "Net Revenues”, "Restaurantafipg Costs", "Selling, General and Administrat®ests" and "Franchise Cos
sections of Item 6, as well as 1) a decrease imterest expense of $319,000 compared to the saimreyear period; and 2) an increase in the uiredlgain related to our interest |
swap liability of $24,000 in fiscal 2011 comparediscal 2010.

Net interest expense for fiscal 2011 includes-cash amortization of debt issuance costs of $48&@ld@ed to: 1) warrants issued in conjunction wlith extension of the PFGI Il loar
January, 2010; and 2) beneficial conversion rigimd warrants related to the loan agreement withapit&l and John T. MacDonald entered into in Fetyr@810. Net interest exper
for fiscal 2010 includes nocash amortization of debt issuance costs of $289r6lted to: 1) warrants issued in conjunctiorhwiite PFGI Il loan in January, 2010; 2) benef
conversion rights and warrants related to the lgreement with W Capital and John T. MacDonaldregdténto in February 2010; and 3) warrants relatethe loan agreement w
Golden Bridge LLC entered into in April, 2009. (S&énancing" below).

Gain (Loss) from Discontinued Operations:The gain from discontinued operations for fiscal Pas $22,000 compared to a loss from discontirapetations in fiscal 2010
$590,000. The income from discontinued operatidr&2&,000 for fiscal 2011 represents our leaseliigtrosts in excess of our accrued liability the Commerce City location off:
by a reversal of a $31,000 lease accrual associmittda Denver location. The lease on the Denveation was terminated in February 2011 and theeenar remaining lea
obligations. The fiscal 2010 loss of $590,000 udels the results of operations of $153,000, thevidue of all future lease obligations of $143,G00Q impairment charges to wi
down the fixed assets to book value and other aafs#294,000, all related to our Commerce City,dCatlo duabranded restaurant that was closed in March 20ti0oae Denve
Colorado co-developed restaurant that was closédrie 2010.

Income from Non-controlling Interests: For fiscal 2011 the expense from non-controllingiests was $118,000 compared to income fromaomtrolling interests of $165,000
fiscal 2010. The non-controlling interests représéne limited partner's share of income or losthéncoeeveloped restaurants. The $283,000 increasecal 2911 was attributable
the increased profitability of the co-developedaesants.

Liguidity and Capital Resources

Cash and Working Capital: As of September 30, 2011, we had $847,000 in cadftash equivalents on hand. We currently plarstothe cash balance and any cash generate
operations for our working capital needs and
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reinvestment in capital expenditures for existiegtaurants in fiscal 2012. We believe that we halve sufficient capital to meet our working calpitang term debt obligations a
recurring capital expenditure needs in fiscal 28h& beyond. As of September 30, 2011, we had &imgprapital deficit of $488,000 due to normal nemg accounts payable a
accrued liabilities. We will require additional d&gb sources for the development of new restauraMs entered into a purchase and sale agreememtawitunrelated third pau
effective as of October 11, 2011 for the sale & oompanyswned restaurant in Littleton, Colorado. We antit@the sale to finalize prior to December 31, 2@ith estimated n
proceeds of $310,000 which would result in a noinjaén on the sale. $100,000 of the net procealdlgyavto reduce the principal of the Wells Fargotdl Payable. Additionally, v
may sell or sublease select underperforming compaeyated restaurants if we believe the realizabdet value is greater than the long term cash\hlue or if the asset does no
our longer term distribution and location of restaus.

Financing:

Wells Fargo Note Payable: In May 2007 we borrowgd 80,000 from Wells Fargo Bank (the "Bank") undarote payable with an eight year term with a figainterest rate at .5C
below prime. We simultaneously entered into arrest rate swap transaction with Wells Fargo BamkHe full $1,100,000 with a fixed interest rafe7o/7% for the full eight ye.
term coinciding with the note payable. As previgudisclosed in the Company's current report omF8«K filed December 17, 2010, we entered into a nead&rand Loan Agreeme
that modified the loan covenants and provided &ttt collateral to Wells Fargo for the remainioguh balance of $528,552. In addition to the nomealirring principal payments \
made additional principal payments in fiscal 201%&7,500 from the proceeds of the sale of two camymwned restaurants in Colorado Springs, Coloradartber reduce the nc
payable thereby reducing certain collateral undembodified Credit and Loan Agreement.

On December 27, 2011, Good Times Restaurants frit.ita subsidiary Good Times Drive Thru Inc. (tdgst the "Company”) entered into a First AmendmEmtAmended ar
Restated Credit Agreement and Waiver of Defaultsa®econd Amended and Restated Term Note in theigal amount of $470,874.00 (together the "Ameadts") with the Banl
The Amendments are conditional upon the closinthefsale of the Littleton restaurant described ufEent Events and provide for a reduction inpthiecipal amount of the loan
an additional $100,000 from the proceeds of thiet sthe release of collateral associated with testaurant and a modification to the repaymemigesind maturity date of the loar
December 31, 2013. The Amendments waive the ducmrenant defaults asserted by the Bank and ma#iftain financial covenants in the Credit Agreetmequiring the Compat
to have a Net Worth not less than $2,500,000 d3emember 31, 2012 and thereafter and an EBITDA @meeRatio not less than (i) 0.30 to 1.00 as ofethe of the third quart
ending June 30, 2012, (ii) 0.70 to 1.00 as of the ef the fiscal year ending SeptemB€; 2012, and (jii) .90 to 1.00 as of the end afhefiscal quarter thereafter, determined «
rolling 4-quarter basis. The Company is required to prepayrerm Loan up to the full outstanding principaldmce of the note (in addition to any and all otitgigations due to Bai
including the Interest Rate Swap) upon the salengfstock or other equity interest in the Compdthere was not any change to the interest rateesr ffayable to the Bank under
Amendment and the re-amortized loan balance wi#$3f6,700 as of January 2, 2012. Repayment ob#reis secured by equipment in various restauamted by the Company.

PFGI Il LLC Promissory Note: In July 2008, we eertrinto a $2,500,000 promissory note with an utedlahird party (PFGI Il, LLC) and amended thatenon April 20, 200
extending the maturity to July 10, 2010. Effectdanuary 2, 2010, the Company entered into an agmtetm amend its loan with PFGI Il LLC. The matyirilate was extended
December 31, 2012, the interest rate was incre@s8db5% and monthly payments of principal andreggeare payable beginning January 31, 2010, hased a 25 year amortizati
prior to maturity. In connection with the agreemehe Company issued a thrgear warrant dated January 2, 2010 to PFGI I, Mi@ich provides that PFGI Il, LLC may at any ti
from January 2, 2010 until December 31, 2012 pwgeha to 37,537 shares of the Company's commok atan exercise price of $3.33 per share. The eambshares purchasa
upon exercise of the warrant and the exercise @ieesubject to customary adilution adjustments upon the occurrence of angkstlividends, stock splits, reverse stock sj
recapitalizations, reclassifications, stock comtiores or similar events. The fair value of the veatrissued to PFGI I, LLC was determined to be, 839 with the followin
assumptions; 1) risk free interest rate of 1.7%ar2pxpected life of 3 years, and 3) an expecteidetid yield of zero. The fair value of $79,000 veasrged to the note discount
credited to Additional Paid in Capital. The notsdadiunt is being amortized over the term of thiikymsonths and charged to interest expense.

The promissory note originally constituted a rewadvline-of-credit for the development of new restaurants whiels advanced and repaid on a monthly basis frora to time. Th
promissory note now constitutes a term loan witmthly payments of principal and interest. The I@secured by separate leasehold deeds of trdstesnurity agreements related
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to six compan-owned restaurants and a first deed of trust onreakproperty funded by the line of credit. Theatatutstanding balance on the promissory note via84%,000 ¢
September 30, 2011. Of the $1,645,000 outstarttiance, $1,595,000 is related to the construafoone companywned restaurant in Firestone, Colorado that opémé&ttobe
2008. We anticipate that we will either extend theturity date of the PFGI Il note or sell the fullgveloped restaurant in the sale leaseback maskiste profitability of the restauri
improves and the trade area develops. On Dece®i2&10 the company sold a parcel of land in Ayr@ulorado and used approximately $812,000 of #teproceeds to reduce
loan balance.

Golden Bridge, LLC: On April 20, 2009 as reportedform 8K, the Company entered into a loan agreement witd&h Bridge, LLC ("Golden Bridge"), pursuant to iath Goldet
Bridge made a loan of $185,000 (the "Golden Brilgan") to GTDT to be used for restaurant marketing other working capital costs. Eric Reinhardn Rmodson, David Grisse
Richard Stark, and Alan Teran, who were all memioéthe Company's Board of Directors at the timehgf transaction and stockholders of the Compareyttee sole members
Golden Bridge. The loan was repaid in full on Deber 13, 2010 from the proceeds of the SlI Investriieansaction (see "SIl Investment Transactiohd\we

In connection with the Golden Bridge Loan, the Campissued a thregear warrant dated April 20, 2009 to Golden Bridggch provides that Golden Bridge may at any timzen
April 20, 2009 until April 20, 2012 purchase up36,833 shares of the Company's common stock aketise price of $3.45 per share. The number afeshpurchasable ug
exercise of the warrant and the exercise pricesatgect to customary andifution adjustments upon the occurrence of anykstdividends, stock splits, reverse stock sj
recapitalizations, reclassifications, stock combéres or similar events. The fair value of the vaatrissued to Golden Bridge was determined to [%080. The note discount v
amortized over fourteen months and charged togastexpense.

W. Capital and John T. McDonald: On February 1,(2Qfke Company entered into a loan agreement witBapftal, Inc. ("W Capital"), John T. McDonald ("@onald") and Golde
Bridge, pursuant to which the lenders made loatading $200,000, with up to an additional $200,@8@ilable through April 30, 2010, to be used fstaerant marketing and otl
working capital uses of GTDT. As set forth beldive loan agreement was subsequently amended apribf1A 2010 to remove Golden Bridge as a lendet enreplace it wit
additional loans from W Capital and McDonald. OacBmber 13, 2010, the outstanding principal amofitite Bridge Loans was paid in full from the preds of the SlI Investme
Transaction, and accrued interest on the Bridge&eeas converted into 26,477 shares of Common Stock

In connection with the Bridge Loans, the Compamsyiésl warrants dated February 1, 2010 to W CapithMcDonald which provide that the lenders mayrst @me from February
2010 until two years from the date of repaymertanversion of the Bridge Loans purchase up to gneggte of 16,667 shares of the Company's Comnuuk &t an exercise price
25% less than the average price of the Companysnam stock during the 20 days prior to the exerdese, provided, however, that the exercise prial s10t be below $2.25 ¢
share nor above $3.24 per share. Pursuant tettns tof the loan agreement, because the BridgesLwane not repaid prior to August 1, 2010, the Camypissued warrants to
Capital and McDonald for the purchase of 16,667tamhl shares of the Company's Common Stock upersame terms as the initial warrants. The nurobsihares purchasable uj
exercise of the warrants issued to W Capital an®dhald and the exercise price are subject to cumtpmantidilution adjustments upon the occurrence of angkstiividends, stoc
splits, reverse stock splits, recapitalizationslassifications, stock combinations or similar egenThe warrants will expire on December 12, 2012.

The fair value of the warrants issued FebruaryOLL02was determined to be $38,000 with the follonasgumptions: 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 over
term of seven months and charged to interest eepens

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

The fair value of the warrants issued August 1,0284s determined to be $36,000 with the followisguanptions: 1) risk free interest rate of .70%ar2)expected life of 2.4 years,
3) an expected dividend yield of zero. The fairneabf $36,000 was charged to the note discounteetited to Additional Paid in Capital. The noteatiunt was amortized over
term of five months and charged to interest expense
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SII Investment Transaction: On October 29, 2016,Glompany and Sl entered into the Purchase Agneemersuant to which the Company agreed to setl,2il agreed to purcha
1,400,000 Shares of Common Stock at a purchase @fi$1.50 per share, or an aggregate purchase @fr2,100,000. The Purchase Agreement was amdardBecember 13, 201
On December 13, 2010, the Company and Sl comptee&Il Investment Transaction through the isseard sale of the Shares to SIl. On Decemberd1}),2he Company and :
also entered into a Registration Rights Agreempuatsuant to which the Company granted Sl certeiistration rights with respect to resale of ther8h. As a result of t
completion of the Sl Investment Transaction, itédme the beneficial owner of approximately 51 ¢¢mt of the Company's outstanding Common Stock &ecember 13, 2010. .
of December 15, 2011, SlI beneficially owns 50.7%6wr outstanding Common Stock.

The Purchase Agreement provides that for so lor§jlasolds more than 50 percent of our outstandimmmon stock, (i) our Board of Directors shall dshef seven members, and
SII will have the right to designate four membefsor Board. In addition, the Purchase Agreemenvides that for a period of three years followihg Closing, as long as '
continues to own at least 80 percent of its Com®tmtk acquired, Sll will have a right of first refl to purchase additional securities which arereff and sold by the Company
the purpose of maintaining its percentage intéreite Company.

The proceeds from the Sl Investment Transactiorewsed to pay approximately $288,000 of expersased to the transaction, repay $585,000 in sieom loans, reduce accrt
liabilities by $200,000, reduce accounts payablejyroximately $150,000 and the balance goingdrese the Company's working capital.

Cash Flows:Net cash used in operating activities was $539f60€iscal 2011 compared to cash used in operatgiyities of $737,000 in fiscal 2010. The decee@msnet cash used
operating activities from continuing operations fizcal 2011 was the result of a net loss from icwtg operations of $917,000 and necesh reconciling items totaling $397,!
(comprised principally of depreciation and amotiza of $888,000, amortization of debt issuance<o$ $48,000, $61,000 of stock option compensatixpense, a $184,000 gain
asset sales, a $120,000 decrease in accruedtiebilelated to property taxes, a $220,000 decrieser trade accounts payable and net increasepénating assets and liabilit
totaling $76,000). Net cash used in operating #is/from discontinued operations for fiscal 2@tds $19,000 compared to $140,000 for fiscal 2010.

Net cash provided by investing activities in fis@ll1 was $954,000 compared to $54,000 in fiscaD20The fiscal 2011 activity reflects payments thoe purchase of property ¢
equipment of $189,000 and proceeds from the sélfeseal assets of $1,143,000.

Net cash provided by financing activities in fis@ll1 was $3,000 compared to $297,000 in fiscaD200he fiscal 2011 activity includes principal pagnts on notes payable and |
term debt of $1,617,000, proceeds from a stockafefd, 727,000 and net distributions to non-cotitiglinterests in partnerships of $107,000.

Contingencies and Off-Balance Sheet Arrangement&Ve remain contingently liable on various land lsasederlying restaurants that were previously solftanchisees. We ha
never experienced any losses related to thesengenti lease liabilities, however if a franchisetadits on the payments under the leases, we wailéble for the lease payment:
the assignor or sublessor of the lease. Currevghhave not been notified nor are we aware of aagds in default under which we are contingerdlyldi, however there can be
assurance that there will not be in the future civldould have a material adverse effect on ouréutperating results.

Critical Accounting Policies and Estimates: We follow accounting standards set by the Finang@lounting Standards Board, commonly referredstthe "FASB." The FASB se¢
generally accepted accounting principles (GAAP} tha follow to ensure we consistently report onaficial condition, results of operations, and dashs. Over the years, the FA!
and other designated GAAdetting bodies, have issued standards in the fdrifAGB Statements, Interpretations, FASB Staff fass, EITF consensuses, AICPA Statemen
Position, etc.

The FASB recognized the complexity of its standsetting process and embarked on a revised proge304 that culminated in the release on July 0920f the FASB Accountir
Standards Codification,™ sometimes referred tchasQodification or ASC. To the Company, this meaussead of following the Statements, InterpretatjoBtaff Positions, etc., \
will follow the guidance in Topics as defined iretASC. The Codification does not change how the @om accounts for its transactions or the natureelated disclosures ma
However, when referring to guidance issued by tA8H, the Company refers to topics in the ASC rathan Statements, etc. The above change was mizdtief by the FASB fc
periods ending on or after September 15, 2009. &Ve hpdated references to GAAP in this Annual Repoi~orm 10-K to reflect the guidance in the Ciodifion.
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Notes ReceivableWe evaluate the collectability of our note recelealfrom franchisees annually. The aggregate metsvable on the consolidated balance sheetme®éer 3(
2011 were $15,000.

Discontinued Operations: Discontinued operations are presented in accordaiite FASB ASC 20520, Presentation of Financial Statements. Durisgali 2010 we closed t
locations, one dual-branded restaurant in Commeéite Colorado in March 2010 and one developed restaurant in Denver, Colorado in Jurf®2The loss from discontinu
operations includes both the current and historieallts of operations, the fair value of all fetuease obligations and an impairment charge teevdown the fixed assets to b
value. Fixed assets and associated accumulatedaigjion of $406,000 related to the Commerce @itglion are included in the property and equipmoéiur condensed consolida
balance sheet. Current and long-term liabilitidatesl to discontinued operations relate to therbuastimated lease obligations of the Commerce IG&gtion.

With respect to the Commerce City closed locatiea,have continuing aggregate lease obligation@fL 00 and we have subleased the location for,8886n aggregate sublei
income. We have recorded an estimated discourabdity of $96,000 related to this location. Wentémated the lease on the Denver location effedtigleruary 1, 2011 and no lon
remain liable for any future lease obligationsfisical 2011 we reversed the $31,000 accrued léaisiity associated with the Denver location.

Non-controlling Interests: The Company adopted the provisions of FASB ASC &l@nsolidation, effective October 1, 2009. FASB A8T) requires nogentrolling interest:
previously called minority interests, to be presenas a separate item in the equity section ottimsolidated balance sheet. It also requires theuatrof consolidated net income
loss attributable to nooentrolling interests to be clearly presented @nféite of the consolidated income statement. Aaftiifly, Topic 810 clarifies that changes in a psaswnershi
interest in a subsidiary that do not result in deotidation are equity transactions, and that deaihation of a subsidiary requires gain or loggition in net income based on
fair value on the deconsolidation date. Topic 83 wapplied prospectively with the exception of prgéation and disclosure requirements, which wepiegh retrospectively for &
periods presented, and did not significantly chahgepresentation of our consolidated financiaestents.

Impairment of Long-Lived Assets: We review our long-lived assets for impairment éc@dance with the guidance of FASB ASC 380D)-Property, Plant, and Equipment, incluc
land, property and equipment whenever events angdgin circumstances indicate that the carryinguarnof an asset may not be recoverable. RecoVigyalfi assets to be held a
used is measured by a comparison of the capitatinets of the assets to the future undiscountedas#t flows expected to be generated by the aasdtthe expected cash flows
based on recent historical cash flows at the restalevel (the lowest level that cash flows camb&rmined).

An analysis was performed on a restaurant by remtabasis at September 30, 2011. Assumptionsingaéparing expected cash flows were as follows:
. Sales projections are as follows: Fiscal 2012 salegprojected to increase 3% to 5% with respefistal 2011, for fiscal years 2013 to 2024 we hased annual increas
of 2% to 3%. We believe the 2% to 3% increase éytbars beyond 2012 is a reasonable expectatigroafth and that it would be unreasonable to expeagrowth in ou
sales. These increases include menu price incr@aséslition to any real growth. Historically oueighted menu prices have increased 1.5% to 6%.

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

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

. Food and packaging costs are projected to deceggmeximately 1% as a percentage of sales in oelat our current fiscal 2011 food and packagingts@s a result
menu price increases and other menu initiatives.

. Salvage value has been estimated ont@uresit by restaurant basis considering each mestesiparticular equipment package and building.si

Given the results of our impairment analysis attSmaper 30, 2011 there are no restaurants whiclmgraired as their projected undiscounted cash flsh@v recoverability
their asset values.

Our impairment analysis included a sensitivity gsisl with regard to the cash flow projections tthettermine the recoverability of each restaurastets. The results indicate that e
with a 15% decline in our projected cash flows wauld still not have any potential impairment issuétowever if we elect to sublease, close or otimvexit a restaurant locati
impairment could be required.
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Each time we conduct an impairment analysis inftitare we will compare actual results to our prégts and assumptions, and to the extent our acesllts do not me
expectations, we will revise our assumptions aigldbuld result in impairment charges being recoeghi

All of the judgments and assumptions made in piegahe cash flow projections are consistent with @ther financial statement calculations and dsates. The assumptions use
the cash flow projections are consistent with ofoeward{ooking information prepared by the Company, sushhase used for internal budgets, discussions thitd parties, and/
reporting to management or the Board of Directors.

In fiscal 2010 we closed two company operated ueatds resulting in total charges of $396,000. dutig the cash flows for the impairment analysi®lves significant estimates w
regard to the performance of each restaurant,taaddgasonably possible that the estimates of ftagls may change in the near term resulting inrteed to write down operating as:
to fair value. If the assets are determined tonlyeaired, the amount of impairment recognized isatm®unt by which the carrying amount of the asegteeds their fair value. F
value would be determined using forecasted castsfltiscounted using an estimated average cospititand the impairment charge would be recognimédcome from operations.

Income Taxes:We account for income taxes in accordance with FASE 740, Income Taxes. FASB ASC 740 prescribesuigeof the liability method whereby deferred taze
and liability account balances are determined basedifferences between the financial reporting txdbases of assets and liabilities and are medsuging the enacted tax rates
laws that will be in effect when the differencee @&xpected to reverse. The Company provides a ti@uallowance, if necessary, to reduce deferradassets to their estima
realizable value. The deferred tax assets arewedeeriodically for recoverability, and valuatiahlowances are adjusted as necessary. We betiéveniore likely than not that t
recorded deferred tax assets will be realized.

The Company is subject to taxation in various fliogsons. The Company continues to remain subgebdamination by U.S. federal authorities for tieang 2008 through 2011. 1
Company believes that its income tax filing posi@nd deductions will be sustained on audit ares aimt anticipate any adjustments that will reisuét material adverse effect on
Company's financial condition, results of operagioor cash flows. Therefore, no reserves for ungeihcome tax positions have been recorded. Thregaay's practice is to recogn
interest and/or penalties related to income taxergmtn income tax expense. The Company has ac&Qéat interest and penalties as of Septembe2@0].

Variable Interest Entities: We analyze any potential Variable Interest or Sgeeurpose Entities in accordance with the guidasfcEASB ASC 810t0, Consolidation of Variah
Interest and Specid@urpose Entities. Once an entity is determinedet@ b/ariable Interest Entity (VIE), the party withe controlling financial interest, the primary béniary, ic
required to consolidate it. We have two franchése#h notes payable to the Company and after aisalye have determined that, while these franchiaee VIE's as defined by FA!
ASC 810-10, we are not the primary beneficiaryhef éntities, and therefore they are not requirdsbtoonsolidated.

Fair Value of Financial Instruments: We adopted the provisions of FASB ASC 820, Fainiadlleasurements and Disclosures, effective Octbp2008. FASB ASC 820 defines 1
value, establishes a framework for measuring falue under GAAP and enhances disclosure abouvddire measurements. The adoption of this guidaitenat have a materi
impact on either our financial position or reswfsperations.

New Accounting Pronouncements There are no current pronouncements that affrec€ompany.
Subsequent Events:

We entered into a purchase and sale agreemenawitinrelated third party effective as of October2a11 for the sale of one compamyned restaurant in Littleton, Colorado.
anticipate the sale to close prior to Decembe81] with estimated net proceeds of $310,000.

As previously disclosed in the Company's curreppreon Form & filed December 9, 2011, we received notice froreld/Fargo Bank, N.A. (the "Bank") that the Compas
currently not in compliance with certain covenanmtsler the Amended and Restated Credit Agreemeet @¢cember 10, 2010 (the "Credit Agreement”) uidiclg covenants requiril
that the Company's tangible net worth not be lbas 2,500,000 at any time and that the Companyedetertain landlord's disclaimer and consent doents to the Bank. /
previously disclosed in the Company's current repor
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on Form &K filed December 27, 2011 we entered into a Finstekdment to the Amended Credit Agreement and Waif/&efaults and a Second Amended and Restated Nexte
with Wells Fargo Bank (together, the "Amendments§t waived the current covenant defaults and ifieddthe loan covenants and note terms. The Ammamds are condition
upon the closing of the sale of the Littleton restat described above and provide for a prepaymwie$100,000 in principal from the proceeds from #laée of the Littleton, Coloras
restaurant, the release of collateral associatduthvat restaurant, the waiver of certain othetatetal requirements, and a revision to the amatitn and maturity date of the remair
loan balance as of January 2, 2012 of $349,00Gtember 31, 2013. There was no change to thegtteate of the loan.

ITEM 7A. QUANTITIATIVE AND QUALITIATIVE  DISCLOSURES ABOUT MARKET RISK.

Not applicable
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Report of Independent Registered Public Accountingrirm
To the Board of Directors and Stockholders
Good Times Restaurants, Inc.

We have audited the accompanying consolidated balaheets of Good Times Restaurants, Inc. and dalsias of September 30, 2011 and 2010, and tlagedeconsolidate
statements of operations, stockholders' equity, eesh flows for the years then ended. These finhrstatements are the responsibility of the Comgfsamanagement. C
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighamio(United States). Those standards requirevikgplan and perform tl
audit to obtain reasonable assurance about whittedinancial statements are free of material ratestent. The Company is not required to havewsse we engaged to perform,
audit of its internal control over financial regag. Our audits included consideration of interpahtrol over financial reporting as a basis fosigeing audit procedures that
appropriate in the circumstances, but not for thgppse of expressing an opinion on the effectiverafsthe Company's internal control over finanegorting. Accordingly, w
express no such opinion. An audit also includesnering, on a test basis, evidence supporting theuats and disclosures in the financial statemegsessing the account
principles used and significant estimates made agagement, as well as evaluating the overall filgstatement presentation. We believe that oditayrovide a reasonable bt
for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all mater@spects, the financial position of Good TimestRarants, Inc. and subsidiary a
September 30, 2011 and 2010, and the results iofaperations and their cash flows for the yeaentended, in conformity with U.S. generally accdmtecounting principles.

Hein & Associates LLP
Denver, Colorado
December 29, 2011
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GOOD TIMES RESTAURANTS INC. AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS

September 30
2011 2010
ASSETS
CURRENT ASSETS
Cash and cash equivale $847,00C $429,00C
Receivables, net of allowance for latéul
accounts of $ 106,000 157,000
Prepaid expenses and o 47,000 38,000
Inventorie 191,000 201,000
Notes receivab 5,00C 9,000
Total current asse 1,196,00C 834,000
PROPERTY AND EQUIPMENT1
Land and buildir 6,969,00( 5,653,00(
Leasehold improveme! 3,617,00C 3,821,00C
Fixtures and equipme 7,669,00( 8,229,00(
18,255,00( 17,703,00(
Less accumulated depreciation (12,533,000 (12,828,000
amortizatior
5,722,00C 4,875,00(
Assets held for s¢ - 2,445,00(
OTHER ASSETS
Notes receivable, net of current ipor 10,000 10,000
Deposits and other ass 71,00(C 154,00(¢
81,00( 164,00
TOTAL ASSETS $6,999,00( $8,318,00(

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:

Current maturities of lo-term debt an
capital lease obligations, net of discount of

$26,000 and $48,000, respectiv $195,00C $702,00C
Accounts payak 496,000 716,000
Deferred incon 101,000 89,000
Liabilities related to discontinuegenations 14,000 20,000
Other accrued liabilitit 878,00 1,176,00C
Total current liabilitie 1,684,00( 2,703,00C
LONG-TERM LIABILITIES:
Debt and capital lease obligatiore,of
current portion and net of discount of $7,000 gnd
$33,000, respectivel 2,067,00( 3,005,00C
Liabilities related to discontinueglevations 82,000 123,000
Deferred liabilitie 646,00( 793,00C
Total lon-term liabilities 2,795,00C 3,921,00C
COMMITMENTS AND CONTINGENCIES (Notes 4
and 6)
STOCKHOLDERS' EQUITY
Good Times Restaurants Inc stockholders' eq
Preferred stock, $.01 par valt
5,000,000 shares authorized, none¢
and outstanding as of September GD1 2anc
2010 - -
Common stock, $.001 par value; 50,000,000 st
Authorized, 2,726,214 and 1,299,524res
issued ant
outstanding as of September 30, 201d
2010, respectivel 8,000 4,000
Capital contributed in excess of par ve 19,977,00( 18,153,00(
Accumulated defic (17,680,000 (16,737,000
Total Good Times Restaurants Inc stockholders' 2,305,000 1,420,000
equity
Nonr-controlling interest in partnershi 215,00( 274,00C
Total stockholders' equit 2,520,00C 1,694,00C
TOTAL LIABILITIES AND STOCKHOLDERS' $6,999,000 $8,318,000

EQUITY




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

CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended

September 30

2011 2010
NET REVENUES:
Restaurant sale $20,183,00( $20,390,00(
Area development and franchise fi 1,000 16,000
Franchise royaltie 419,00( 457,00(
Total net revenue 20,603,00( 20,863,00(
RESTAURANT OPERATING COSTS
Food and packaging cos 7,241,00( 7,181,00C
Payroll and other employee benefit cc 7,043,00( 7,359,00(
Restaurant occupancy co 3,220,00C 3,361,00C
Other restaurant operating co 952,00C 970,00C
Depreciation and amortizatic 888,00( 943,00(
Total restaurant operating co 19,344,00( 19,814,00(
General and administrative co 1,281,00C 1,482,00C
Advertising cost: 757,000 1,156,00C
Franchise cosi 70,000 124,000
Loss (gain) on restaurant asset ¢ (184,000 199,00(
Loss From Operatior (665,000° (1,912,000
Other Income (Expenses
Interest income 1,000 1,000
Interest expens (280,000 (599,000
Unrealized income (loss) on interest rate s 27,00C 3,000
Total other expenses, r (252,000 (595,000
LOSS FROM CONTINUING OPERATION: ($917,000° ($2,507,000
Income (loss) from discontinued operatic 22,000 (590,000
NET LOSS ($895,000 ($3.097,000
Income (loss) from nc¢-controlling interest: (118,000 165,000
NET LOSS APPLICABLE TO COMMON
STOCKHOLDERS ($1,013,000 ($2,932,000
BASIC AND DILUTED LOSS PER SHARE
Continuing operation ($.38) ($1.93)
Discontinued operatior $.01 ($.45)
Net loss applicable to common stockholc ($.42) ($2.26)
WEIGHTED AVERAGE COMMON SHARE:
OUTSTANDING
Basic and Dilutec 2,440,86( 1,299,52C

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

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

FOR THE PERIOD FROM OCTOBER 1, 2009 THROUGH SEPTEMBER 30, 2011

Preferred Stock| Common Stock
Issued Capital Non-
Issued| Par Par |Contributed | controlling
Shares in Excess of interestin |Accumulated

Shares| Value (1) Value | Par Value |Partnerships|  Deficit Total
BALANCES, October 1, 200 -1 $ 0[1,299,52(] $4.000/$17,751,00( $428.00C [$(13.805,000 |$4,378,00(
Stock option compensation ¢ 88,000 88,000
Value of warrants issued witH
debt 153,000 153,000
Value of beneficial conversion
feature 161,000 161,000
Non-controlling interest in
Partnership: (154,000) (154,000)
Net Loss and comprehensive
loss (2,932,000 | (2,932,000
BALANCES, September 3(
2010 -1 $ 0[1,299,52(| $4.000/$18,153,00( $274,00C [$(16.737.000 |$1,694,00(
Stock issuel 1,426,694 4,000 1,763,00C 1,767,00C
Stock option compensation ¢ 61,000 61,000
Non-controlling interest in
Partnership: (59,000) 70,000 11,000
Net Loss and comprehensive
loss (1,013,000’ | (1,013,000
BALANCES, September 3(
2011 -| $ 02,726,214 $8,0001$19,977,00(] $215,00C |$(17,680,000 |$2,520,00(

(1) Adjusted to effect a 1 for 3 reverse stepkt on December 31, 2010

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED

September 30
2011 2010

Cash Flows from Operating Activitie

Net Loss $( 895,000 | |$(3,097,000

Income (loss) from discontinued operati 22,00C (590,000

Net loss from continuing operatio (917,000° (2,507,000
Adjustments to reconcile net income (loss) to Behcprovided b
operating activities

Depreciation and amortizati 888,000 943,00C

Amortization of debt issuance co 48,000 259,000

Accretion of deferred rel (62,000) (167,000

Write off of note receivabl 4,000 85,000

Loss (gain) on disposal of property, restawanid equipmer (184,000 199,000

Stock option compensation ci 61,000 88,000

Unrealized loss (income) on interest rate saggeemen (27,000) (3,000)
Changes in operating assets and liabilit

(Increase) decrease

Receivable 51,000 22,000

Inventories 10,000 10,000

Prepaid expenses and ot (9,000) (6,000)

Deposits and other ass (143,000) (47,000)

(Decrease) increase

Accounts payabl (220,000 361,000

Accrued and other liabilitie (120,000 166,00C
Net cash used in operating activities from contigubperation: (520,000° (597,000°
Net cash used in operating activities from discorgd operation (19,000} (140,000

Net cash used in operating activil (539,000 (737,000

Cash Flows From Investing Activitie

Payments for the purchase of property and eogtip (189,000 (61,000)

Proceeds from the sale of as: 1,143,00C 100,000

Payments received on loans to franchiseesaathérs - 15,000
Net cash provided by investing activiti 954,000 54,000
Cash Flows From Financing Activitie

Principal payments on notes payable, capitsds, and longerm
debt (1,617,000 (144,000

Borrowings on notes payable and I-term debt - 400,000

Proceeds from stock s¢ 1,727,00C -

Advances (distributions) from minority intergstrtner (107,000 41,000
Net cash provided by financing activiti 3,00C 297,000
Net Change in Cash and Cash Equivale 418,000 (386,000
Cash and Cash Equivalents, beginning of 429,00( 815,00C
Cash and Cash Equivalents, end of \ $847,00C $429,00C
Supplemental Disclosures of Cash Flow Informat
Cash paid for intere: $240,00C $282,00C
Non-cash fair value of warrants and beneficial conwerseature - $313,00C
Purchase of equipment with debt and capital le $124,00C -

See accompanying notes to these consolidated falatatements.
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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 @oiy)s a Nevada corporation. The Company opetatesgh its wholly owned subsidiary Good Times Brivhrt
Inc. (Drive Thru).

Drive Thru commenced operations in 1986 and, aSegtember 30, 2011, operates twenty five compamyedvand joint venture drivieru fast food hamburger restaurants.
Company's restaurants are located in Coloradadditian, Drive Thru has twenty franchises, sixtegerating in Colorado, two in Wyoming, one in Idara one in North Dakota, a
is offering franchises for development of additibDave Thru restaurants.

We follow accounting standards set by the Finan&iedounting Standards Board, commonly referred 4atee "FASB". The FASB sets generally accepted @autbag principle
(GAAP) that we follow to ensure we consistentlyagmur financial condition, results of operaticarsd cash flows. References to GAAP issued by th8B-ik these footnotes are
the FASB Accounting Standards Codification&metimes referred to as the Codification or ASC.

Principles of Consolidation The consolidated financial statements include twants of Good Times, its subsidiary and one édhipartnership, in which the Company exerc
control as general partner. In June 2010 the Coynpald its interest in one limited partnershiphe timited partner and then entered into a frarchgreement with the limited part
who now operates the restaurant as a franchiseke.Cémpany owns an approximate 51% interest imeimaining partnership, is the sole general padndrreceives a management
prior to any distributions to the limited partnerBecause the Company owns an approximate 51%estitan the partnership and exercises complete neamagt control over ¢
decisions for the partnership, except for certaitovights, the financial statements of the pasinigrare consolidated into the Company's finarstetements. The equity interest of
unrelated limited partner is shown on the accompangonsolidated balance sheet in the stockholeepsty section as a narentrolling interest, and the limited partner'srshaf the
net income or loss in the partnership is shownasaontrolling interest income or expense in theoatpanying consolidated statement of operationisinfdr-company accounts a
transactions are eliminated.

Accounting Estimates The preparation of consolidated financial statesénconformity with U.S. Generally Accepted Acating Principles requires management to make et
and assumptions that affect the amounts reportdtese consolidated financial statements and tbenaganying notes. Actual results could differ frirose estimates.

Reclassificatior Certain prior year balances have been recladgifi€onform to the current year's presentatiomchSeclassifications had no effect on the netrimeor loss.

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

Accounts Receivable Accounts receivable include uncollateralized reakles from our franchisees and our advertisingl fulue in the normal course of business, generatjyirinc
payment within thirty days of the invoice date. @rperiodic basis the Company monitors all accotmtslelinquency and provides for estimated lossfesngollectible account
Currently and historically there have been no alpoees for unrecoverable accounts receivable.

Inventories- Inventories are stated at the lower of cost orketadetermined by the first-in first-out methaaid consist of restaurant food items and relatedggang supplies.

Property and EquipmentProperty and equipment are stated at cost andegmeciated using the straigite method over the estimated useful lives ofrélated assets, generally tt
to eight years. Property and equipment under ddpaaes are stated at the present value of minitease payments and are amortized using the stiighmethod over the shorter
the lease term or the estimated useful lives ofasets. Leasehold improvements are amortized tisingtraightine method over the shorter of the term of thesdear the estimat
useful life of the asset.

Maintenance and repairs are charged to expenseased, and expenditures for major improvemengscapitalized. When assets are retired, or otisendisposed of, the prope
accounts are relieved of costs and accumulateddiaion with any resulting gain or loss crediteatloarged to income.
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At September 30, 2010 we had classified $2,445d30@ssets held for sale in the accompanying caledeti balance sheet. These costs were relatedotsites, one in Firestor
Colorado which has been fully developed and ongurora, Colorado that was sold to a third partypecember 2010. The proceeds of the land sale usere for the reduction of t
line of note payable to PFGI I, LLC. As of Septeani30, 2011 we have reclassified the Firestonegi@db property as held and used resulting in a0§@2depreciation expense che
to accurately reflect the net book value of théan@sint in the accompanying consolidated balaneetsh

Impairment of LoneLived Assets We review our long-lived assets for impairmengigtordance with the guidance of FASB ASC 360-Property, Plant, and Equipment, incluc
land, property and equipment whenever events angggin circumstances indicate that the carryinguarnof an asset may not be recoverable. RecoVigyalfi assets to be held a
used is measured by a comparison of the capitatinets of the assets to the future undiscountedasit flows expected to be generated by the aasdtthe expected cash flows
based on recent historical cash flows at the restalevel (the lowest level that cash flows camdbirmined).

An analysis was performed on a restaurant by restéalasis at September 30, 2011, given the restilbsir analysis there were no restaurants whiehirmpaired as their project
undiscounted cash flows show recoverability ofitlasset values.

In fiscal 2010 we closed two company operated ueatds resulting in total charges of $396,000. éutig the cash flows for the impairment analysi®lves significant estimates w
regard to the performance of each restaurant,taaddasonably possible that the estimates of ftagls may change in the near term resulting inrtbed to write down operating as:
to fair value. If the assets are determined tonyeaired, the amount of impairment recognized isam®unt by which the carrying amount of the asegteeds their fair value. F
value would be determined using forecasted castsfltiscounted using an estimated average cospititand the impairment charge would be recognimédcome from operations.

Sales of Restaurants and Restaurant Equity Inter&sles 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 remognized until the collectability of the salegpris reasonably assured and
earnings process is virtually complete without Hert contingencies. When a sale does not meeteiipgirements for income recognition, the relatech gaideferred until tho:
requirements are met. Under the installment mettiedgain is incrementally recognized as princj@iments on the related notes receivable arectetle The Company's account
policy, with regards to the sale of restaurantsniaccordance with the guidance of FASB ASC 360-Property, Plant, and Equipment. If the inipalyment is less than specit
percentages, use of the installment method is medui

The Company's accounting for the sale of restasiiardlso in accordance with FASB ASC 810-20, Chdation of Variable Interest and SpecRilwpose Entities, because the risks
other incidents of ownership have been transfetweithe buyer. Specifically, a) no continuing inv@ient by the Company exists in restaurants tlesald, b) sales contracts
related income recognition are not dependant offutiaee successful operations of the sold restdsramd c) the Company is not involved as a guaramt 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 &
payments (which totaled $322,000 as of Septemhe2@DL) is reflected in the accompanying consadiddialance sheet as a deferred liability. Alsduihed in the $646,000 defer
liability balance is a $307,000 deferred gain ome #ale of the building and improvements of one Camgmwned restaurant in a sale leaseback transactioe. blilding an
improvements were subsequently leased back frorthitteparty purchaser. The gain will be recogniiretuture periods in proportion to the rents paidthe twenty year lease.

Opening Costs Restaurant opening costs are expensed as incurred
Advertising- The Company incurs advertising expenses in coforeatith the marketing of its restaurant operatioAslvertising costs are expensed when the rekadedrtising begin:

Franchise and Area Development Fed&dividual franchise fee revenue is deferred wremreived and is recognized as income when the @oynpas substantiallyerformed all of it
obligations under the franchise agreement andrérehisee has commenced operations. The Companyisitments and obligations pursuant to the frasechgreements consist o
development assistance; including site selectioitding specifications and equipment purchasing and
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b) operating assistance; including training of perel and preparation and distribution of manual$ @perating materials. All of these obligatioms effectively complete upon t
opening of the restaurant at which time the fraseliée and the portion of any development fee altifecto that restaurant is recognized. There aradditional material commitmel
or obligations.

The Company has not recognized any franchise feshave not been collected. The Company segregatal franchise fees from other franchise rawein the statement
operations. Revenues and costs related to compangéd restaurants are segregated from revenuesoatgirelated to franchised restaurants in thersgtt of operations.

Continuing royalties from franchisees, which aeecentage of the gross sales of franchised opegatare recognized as income when earned. Fsandbivelopment expenses, wi
consist primarily of legal costs and restaurantamg expenses associated with developing and ogédranchise restaurants, are expensed againstltited franchise fee income.

Operating Partner PrograsrOperating Partners in a restaurant share in fihaeases of their restaurant's cash flows abavestablished baseline, which is based on the girgg
twelve months' cash flow after full allocation afvertising and capital expenses. This programesghed to figuratively put Operating Partnershe shoes of an owner so thi
portion of their compensation is derived solelynfrthe improvement in the financial performancehdfitt respective restaurants. The portion of cé&sh fncreases allocable to
Operating Partners are expensed as incurred oargedy basis, with a cumulative adjustment madefty months where cash flows fall below the egthbd baselines. Compensa
under this program is expensed to restaurant apesags incurred. No other long term benefits aeawr vest to the Operating Partners in this progr®perating Partners i
employees at will and are subject to terminati@mfithis program if certain operating, customer iserand financial objectives are not met.

Income Taxes We account for income taxes in accordance with BEASC 740, Income Taxes. FASB ASC 740 prescribesuie of the liability method whereby deferred daze
and liability account balances are determined basedifferences between the financial reporting txdbases of assets and liabilities and are medsuging the enacted tax rates
laws that will be in effect when the differencee @&xpected to reverse. The Company provides a ti@uallowance, if necessary, to reduce deferradassets to their estima
realizable value. The deferred tax assets arewedeeriodically for recoverability, and valuatiahowances are adjusted as necessary. We betiéveniore likely than not that t
recorded deferred tax assets will be realized.

The Company is subject to taxation in various fliogsons. The Company continues to remain subgexamination by U.S. federal authorities for tleang 2008 through 2011. 1
Company believes that its income tax filing posi@nd deductions will be sustained on audit ares et anticipate any adjustments that will reisuét material adverse effect on
Company's financial condition, results of operagioor cash flows. Therefore, no reserves for ungeihcome tax positions have been recorded. Thregaay's practice is to recogn
interest and/or penalties related to income taxergmtn income tax expense. No accrual for intemastpenalties was considered necessary as ofrSle@ta0, 2011.

Net Income (Loss) Per Common Shi- The income (loss) per share is presented in decge with the guidance of FASB ASC 28B0; Earnings per Share (EPS). Basic EF
calculated by dividing the income (loss) availalilecommon stockholders by the weighted average eurabcommon 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 foB@4,and 906 shares of comn
stock were not included in computing diluted EPS2@11 and 2010, respectively, because their effgete anti-dilutive.

Financial Instruments and Concentrations of CrBilik - Credit risk represents the accounting loss thatldvbe recognized at the reporting date if courateips failed completely
perform as contracted. Concentrations of creslit fivhether on or off balance sheet) that arise fiioancial instruments exist for groups of custesna counterparties when they h
similar economic characteristics that would catwggr tability to meet contractual obligations todimilarly effected by changes in economic or ottemditions. Financial instrumel
with off-balancesheet risk to the Company include lease liabilitigsereby the Company is contingently liable as argntor of certain leases that were assigned td farties il
connection with various sales of restaurants todnésees (see Note 7).

Financial instruments potentially subjecting therpany to concentrations of credit risk consist gipally of receivables. At September 30, 2011erotceivable totaled $15,000
is due from one entity. Additionally, the Compargs other current receivables totaling $106,000ckvimcludes $67,000 of franchise receivables.
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The Company purchases 100% of its restaurant faddpaper from one vendor. The Company believedfiisnt number of other suppliers exist from whidod and paper could
purchased to prevent any long-term, adverse coesegs.

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

Comprehensive Income (Lo3s Comprehensive income includes net income or lcisanges in certain assets and liabilities thatreperted directly in equity such as adjustm
resulting from unrealized gains or losses on heldaturity investments and certain hedging transast

In May 2007, the Company entered into an interatt swap agreement, designated as a cash flow hetiggh hedges the Company's exposure to inteagstfluctuations on ti
Company's floating rate $1,100,000 term loan. $e&i 2008 the Company recorded the fair value @$etcontracts in the balance sheet, with the difsether comprehensive loss
fiscal 2009 through fiscal 2011 the fair value bagn recognized in current earnings, as the cashHedge has been designated. The contract requires monthly settlésnehthe
difference between the amounts to be received aidl ynder the agreement, the amount of which isgeized in current earnings as interest expense.N&¢e 4 for addition
information.

StockBased Compensation Stock-based compensation is presented in accoedaith the guidance of FASB ASC 718-10-30, Comp#os - Stock Compensation. Under
provisions of FASB ASC 718, stodkased compensation is measured at the grant deed lon the calculated fair value of the award,ismelcognized as an expense over the req
employee service period (generally the vestingookoif the grant). See Note 11 for additional infation.

Variable Interest EntitiesFASB ASC 810-20, Consolidation of Variable Inttrand SpeciaRurpose Entities, can require consolidation of ialde interest entities" (VIEs). Once
entity is determined to be a VIE, the party witle #tontrolling financial interest, the primary benifry, is required to consolidate it. The Compdmas one franchisee with a n
payable to the Company. This franchisee is a \dHefined by FASB ASC 81P0, however, the franchisee is the primary bereafjcof this entity, not the Company. Thereforey
are not required to be consolidated under the gaielaf FASB ASC 810-20.

Fair Value of Financial InstrumentsThe Company adopted the provisions of FASB ASC, &r Value Measurements and Disclosures, effedfictober 1, 2008. FASB ASC ¢
defines fair value, establishes a framework for sneag fair value under generally accepted accagrrinciples and enhances disclosures about #ilevmeasurements. See Noti
for additional information.

Fair value is defined as the price that would beeireed to sell an asset or paid to transfer alifgbin an orderly transaction between market giptints at the measurement ¢
Valuation techniques used to measure fair valuee@ired by Topic 820 of the FASB ASC, must mazienthe use of observable inputs and minimize teeofisinobservable inputs.

FASB ASC 820 defines three levels of inputs thay e used to measure fair value and requires ligatissets or liabilities carried at fair value mstdisclosed by the input le'
under which they were valued. The input levelsrdafiunder FASB ASC 820 are as follows:

Level 1: Quoted market prices in active marketsdentical assets and liabilities.

Level 2: Observable inputs other than defined indlel, such as quoted prices for similar assetkabilities; quoted prices in markets that are aotive; or other inputs that ¢
observable or can be corroborated by observablgendata for substantially the full term of theetsor liabilities.

Level 3: Unobservable inputs that are not corroteatdy observable market data.
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Non-controlling Interest:

Non-controlling interests are presented in accordamitke the provisions of FASB ASC 810, Consolidati®tASB ASC 810 requires narentrolling interests to be presented .
separate item in the equity section of the conatdidl balance sheet. The amount of consolidateéhoetne or loss attributable to naoentrolling interests are required to be cle
presented on the face of the consolidated incoatersent.

Subsequent Events
The Company follows the provisions of FASB ASC 8Shibsequent Events. FASB ASC 855 establishesdbeuating for, and disclosure of, material evehtst toccur after t

balance sheet date but before the financial statesrare issued. In general, these events willebegnized if the condition existed at the datehef balance sheet, but will not
recognized if the condition did not exist at théebae sheet date. Disclosure is required for mmognized events if required to keep the finarsteements from being misleading.

Recent Accounting PronouncemeniBhere are no current pronouncements that affiec€ompany.

2. Liquidity:
As of September 30, 2011, we had $847,000 in cadicash equivalents on hand. We currently plamstothe cash balance and any cash generated frematiops for our workin
capital needs in fiscal 2012. We believe that wk kave sufficient capital to meet our working dahilong term debt obligations and recurring capéxpenditure needs in fis

2012. Additionally, we may sell or sublease selenderperforming company operated restaurame ibelieve the realizable asset value is greater the long term cash flow va
or if the asset does not fit our longer term disttion and location of restaurants.

As of September 30, 2011, we had a working caggitit of $488,000 due to normal recurring acceysdyable and other accrued liabilities.

3. DISCONTINUED OPERATIONS

Discontinued operations are presented in accordaitte FASB ASC 205-20, Presentation of Financiagt&ments. During fiscal 2010 we closed two locatioonme duabrande:
restaurant in Commerce City, Colorado in March 2@h@ one caeveloped restaurant in Denver, Colorado in Jur2Bixed assets and associated accumulated dejiwaco
$406,000 related to the Commerce City locationiackided in the property and equipment of our coiséel consolidated balance sheet. Current andtemgdiabilities related 1
discontinued operations relate to the future eséchease obligations of the Commerce City location

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

September 3(
2011 2010

Results of operations ($5,000) ($153,000
Future lease obligations, fair val ( 4,000) (143,000
Asset impairment credits (charges) and

other cost: 31,000 (294,000
Income (loss) from discontinued

operations $22,000 ($590,000°

With respect to the Commerce City closed locatiea,have continuing aggregate lease obligation®@d®00 and we have subleased the location for,§686n aggregate suble:
income. We have recorded an estimated discourabdity of $96,000 related to this location. Wentémated the lease on the Denver location effedtigleruary 1, 2011 and no lon
remain liable for any future lease obligationstha three month period ended March 31, 2011 wersedethe $31,000 accrued lease liability associattdthe Denver location.

F-11




4. Debt AND CAPITAL LEASES:

Note payable with PFGI II, LLC with monthly paymerdf principal and interest
(8.65%, with a 25 year amortization) and a ballpagment of all unpaid principal d
on December 31, 2012. The loan is secured by ea¢Roperty Deed of Trust, fou
Leasehold Deeds of Trust and Security Agreementsfasignment of Rents and
Fixture Filings and two Security Agreements andigssent of Rents and Fixture
Filings related to those six corporate restauraiitsee promissory note constitutes a
line of credit which may be repaid but nc-advanced, at any tim $1,645,00(
Note payable with Wells Fargo Bank, NA with schedlipayments of principal ai
interest (prime rate less .5%) due monthly, addéigrincipal payments of $7,500 ¢
monthly through January 2012 and the final payndeietin November 2014. The Iqg
is secured by four Security Agreements relatetiédarniture, fixtures and equipmant

=

of the four corporate restaurar 529,00C
Capital signage lease with Yesco, LLC with paymeftsrincipal and interest (8%
due monthly and the final payment due in August& 90,000

Note payable with Ally Financial with payments afrqeipal and interest (1.9%) due
monthly and the final payment due in July 2015. Tda is secured by a 2011 GM(

7

utility van. 31,000

Unamortized note discount related to warrants msueonnection with the above n

payable with PFGI I, LLC (33,000
2,262,00C

Less current portio (195,000

Long term portior $2,067,00(

In conjunction with the Wells Fargo Bank term lo#éime Company entered into a variable to fixed egerate swap agreement with Wells Fargo Bank &feedlay 9, 2007, with
notional amount of $1,100,000, a pay rate of 7.7 a receive rate based on the bank prime rate.386. The swap agreement has an eight-term and has the effect
normalizing the effective interest rate at 7.77%.0h September 30, 2011, the fair value of theremhtvas a loss of $57,000. The unrealized losbbar recorded in interest expense.

As of September 30, 2011, principal payments or debome due as follows:
Years Endin¢

September 3(
2012 $195,000
2013 1,797,00C
2014 196,000
2015 55,000
2016 19,00(

$2,262,00(

As previously disclosed in the Company's currepbreon Form & filed December 17, 2010, we entered into a need@rand Loan Agreement with Wells Fargo Bank thatifiec
the loan covenants and provided additional cokkdtey Wells Fargo for the remaining loan balance$629,000. As of September 30, 2011 we were in ¢iamge with all of th
modified loan covenants.

As previously disclosed in the Company's currepbreon Form & filed December 9, 2011, we received notice froreldd/Fargo Bank, N.A. (the "Bank") that the Compas
currently not in compliance with certain covenamtsler the Amended and Restated Credit Agreemeedt d¢cember 10, 2010 (the "Credit Agreement”) uidicig covenants requiril
that the Company's tangible net worth not be lbas 2,500,000 at any time and that the Companyedetertain landlord's disclaimer and consent doents to the Bank.
previously disclosed in the Company's current repar Form 8K filed December 27, 2011 we entered into a Firstelhdment to the Amended Credit Agreement and Waf
Defaults and a Second Amended and Restated Terestit Wells Fargo Bank (together, the "Amendmeéntisat
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waived the current covenant defaults and modifiedioan covenants and note terms. The Amendnaeaitsonditioned upon the closing of the sale efliittleton restaurant descrit
above and provide for a prepayment of $100,00@iimcjpal from the proceeds from the sale of thelétion, Colorado restaurant, the release of cadssociated with that restaur.
the waiver of certain other collateral requiremeatsl a revision to the amortization and maturétedf the remaining loan balance as of Janua?2@ 22 of $349,000 to December
2013. There was no change to the interest rateedban.

5. Other Accrued Liabilities

Other accrued liabilities consist of the followiagSeptember 30, 2011:
Wages and other employee  $238,000

benefits
Taxes, other than income t 462,00C
Discontinued operatior 14,00C
Other 178,00C
$892,00C
6. Commitments and Contingencies

The Company's office space, and the land and Ingidielated to the Drive Thru restaurant faciliges classified as operating leases and expire tbeenext 13 years. Some le¢
contain escalation clauses over the lives of theds. Most of the leases contain one to threeyBae-renewal options at the end of the initial te@artain leases include provisions
additional contingent rent payments if sales volsieeceed specified levels. The Company paid noriaht®ntingent rentals during fiscal 2011 and 2010

Following is a summary of operating lease actisitie
Year Endec

September 30,201
Minimum rentals  $2,081,00(

Less subleas (0355,000)
rentals
Net rent paic $1,726,00(

As of September 30, 2011, future minimum rental otments required under the Company's operatingekethat have initial or remaining noncancellabéesé terms in excess of one
year are as follows
Years Ending

September 3(

2012 $1,918,000
2013 1,926,00C
2014 1,723,00C
2015 1,301,00C
2016 1,133,00C
Thereaftel 5,587,00C
13,588,00(
Less sublease (2,410,000

rentals
$11,178,00(

The Company is contingently liable on several gobleases that have been subleased or assigneanthisees. The subleased and assigned leases leepireen 2015 and 20:
Currently we have not been notified nor are we avedrany leases in default by the franchisees, kiemthere can be no assurance that there will @asulch defaults in the future wh

could have a material effect on our future opegatasults.

F-13




7. Financing Transactior:

Wells Fargo Bank N.A.

In May 2007 we borrowed $1,100,000 from Wells FaBank (the "Bank") under a note payable with arheigear term with a floating interest rate at .56%ow prime. W
simultaneously entered into an interest rate swapsaction with Wells Fargo Bank for the full $101@00 with a fixed interest rate of 7.77% for tb# €ight year term coinciding wi
the note payable. As previously disclosed in tieenBany's current report on FormKsfiled December 17, 2010, we entered into a need@rand Loan Agreement that modified
loan covenants and provided additional collatezaMells Fargo for the remaining loan balance ofg$532. In addition to the normal recurring prin¢ipayments we made additio
principal payments in fiscal 2011 of $67,500 frdme proceeds of the sale of two compamyned restaurants in Colorado Springs, Coloradartber reduce the note payable thel
reducing certain collateral under the modified @radd Loan Agreement.

On December 27, 2011, Good Times Restaurants frit.ita subsidiary Good Times Drive Thru Inc. (tdgst the "Company”) entered into a First AmendmEmtAmended ar
Restated Credit Agreement and Waiver of Defaultsa®econd Amended and Restated Term Note in theigal amount of $470,874.00 (together the "Ameadts") with the Banl
The Amendments are conditional upon the closinthefsale of the Littleton restaurant described ufEent Events and provide for a reduction inpthiecipal amount of the loan
an additional $100,000 from the proceeds of thket sthe release of collateral associated with téstaurant and a modification to the repaymemisesnd maturity date of the loar
December 31, 2013. The Amendments waive the ducmrenant defaults asserted by the Bank and maéiftain financial covenants in the Credit Agreetmequiring the Compat
to have a Net Worth not less than $2,500,000 d@3eafember 31, 2012 and thereafter and an EBITDA @2mesRatio not less than (i) 0.30 to 1.00 as ofethe of the third quart
ending June 30, 2012, (ii) 0.70 to 1.00 as of the ef the fiscal year ending September 30, 2014, (& .90 to 1.00 as of the end of each fiscahder thereafter, determined o
rolling 4-quarter basis. The Company is required to prepayrerm Loan up to the full outstanding principaldmce of the note (in addition to any and all otitdigations due to Bai
including the Interest Rate Swap) upon the salengfstock or other equity interest in the Compdrthere was not any change to the interest rateesr ffayable to the Bank under
Amendment and the re-amortized loan balance wi#$349,000 as of January 2, 2012. Repayment ob#reis secured by equipment in various restauamted by the Company.

PEGLII, LLC

In July 2008, we entered into a $2,500,000 pronjseote with an unrelated third party (PFGI II, L).&d amended that note on April 20, 2009 extentlirgnaturity to July 10, 201
Effective January 2, 2010, the Company entered ant@agreement to amend its loan with PFGI Il LLThe maturity date was extended to December 31, ,20&2interest rate w
increased to 8.65% and monthly payments of princpd interest are payable beginning January 310, 28ased upon a 25 year amortization prior to ritatun connection with th
agreement, the Company issued a tlyes- warrant dated January 2, 2010 to PFGI Il, Mit@Gch provides that PFGI Il, LLC may at any timerfr January 2, 2010 until December
2012 purchase up to 37,537 shares of the Compaayisnon stock at an exercise price of $3.33 perestiére number of shares purchasable upon exertige avarrant and tt
exercise price are subject to customary dittition adjustments upon the occurrence of angkstlividends, stock splits, reverse stock spligsapitalizations, reclassifications, st
combinations or similar events. The fair valuetdf tvarrant issued to PFGI II, LLC was determinededb79,000 with the following assumptions; 1) figde interest rate of 1.7%, 2)
expected life of 3 years, and 3) an expected diddgeld of zero. The fair value of $79,000 wasrgea to the note discount and credited to AdditidPeid in Capital. The no
discount is being amortized over the term of thaitymonths and charged to interest expense.

The promissory note originally constituted a revwadvline-of-credit for the development of new restaurants whiels advanced and repaid on a monthly basis frora to time. Th
promissory note now constitutes a term loan witithly payments of principal and interest. The Ig@eecured by separate leasehold deeds of trdstesurity agreements relater
six companyswned restaurants and a first deed of trust onreakproperty funded by the line of credit. Theatadutstanding balance on the promissory note via4%,000 ¢
September 30, 2011. Of the $1,645,000 outstarttance, $1,595,000 is related to the construaifoone companywned restaurant in Firestone, Colorado that opé@méttobe
2008. On December 5, 2010 the company sold a paftahd in Aurora, Colorado and used approxima%d§2,000 of the net proceeds to reduce the lomea
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Golden Bridge, LL(C

On April 20, 2009 as reported on FornK8the Company entered into a loan agreement wilié&h Bridge, LLC ("Golden Bridge"), pursuant toiath Golden Bridge made a loan
$185,000 (the "Golden Bridge Loan") to GTDT to ksed for restaurant marketing and other workingteappsts. Eric Reinhard, Ron Goodson, David @nsRichard Stark, a
Alan Teran, who were all members of the Compangar8 of Directors at the time of the transactiod atockholders of the Company, are the sole mendfeBolden Bridge. Tt
loan was repaid in full on December 13, 2010 frbmproceeds of the Sll Investment Transaction'{SHdnvestment Transaction" below).

In connection with the Golden Bridge Loan, the Campissued a thregear warrant dated April 20, 2009 to Golden Bridggch provides that Golden Bridge may at any timgem
April 20, 2009 until April 20, 2012 purchase up 36,833 shares of the Company's common stock akertise price of $3.45 per share. The number afeshpurchasable ug
exercise of the warrant and the exercise pricesatgect to customary anditution adjustments upon the occurrence of anykstdividends, stock splits, reverse stock sj
recapitalizations, reclassifications, stock combéres or similar events. The fair value of the vaatrissued to Golden Bridge was determined to [%080. The note discount v
amortized over fourteen months and charged toastexpense.

W. Capital and John T. McDonald

On February 1, 2010, the Company entered intoradggeement with W Capital, Inc. ("W Capital"), 4oh. McDonald ("McDonald") and Golden Bridge, puastito which the lende
made loans totaling $200,000, with up to an ade#ic200,000 available through April 30, 2010, éoused for restaurant marketing and other workammjtal uses of GTDT. As ¢
forth below, the loan agreement was subsequentignded as of April 1, 2010 to remove Golden Bridgeadender and to replace it with additional lofneen W Capital an
McDonald. On December 13, 2010, the outstandiimtcipal amount of the Bridge Loans was paid in fudim the proceeds of the SlI Investment Transactimd accrued interest
the Bridge Loans was converted into 26,477 shadr€mommon Stock.

In connection with the Bridge Loans, the Comparsyiésl warrants dated February 1, 2010 to W CapithMcDonald which provide that the lenders mayrat @me from February
2010 until two years from the date of repaymertanmversion of the Bridge Loans purchase up to gneggte of 16,667 shares of the Company's Comnuwk $t an exercise price
25% less than the average price of the Companysnm stock during the 20 days prior to the exerdese, provided, however, that the exercise prial s10ot be below $2.25 ¢
share nor above $3.24 per share. Pursuant tethes tof the loan agreement, because the BridgesLwanre not repaid prior to August 1, 2010, the Camypissued warrants to
Capital and McDonald for the purchase of 16,667tanl shares of the Company's Common Stock upersame terms as the initial warrants. The nurobshares purchasable uj
exercise of the warrants issued to W Capital an®dhald and the exercise price are subject to cumtpmantidilution adjustments upon the occurrence of angkstiividends, stoc
splits, reverse stock splits, recapitalizationslassifications, stock combinations or similar egerThe warrants will expire on December 12, 2012.

The fair value of the warrants issued FebruaryOlL02was determined to be $38,000 with the follonasgumptions: 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 over
term of seven months and charged to interest eepens

The intrinsic value of the embedded beneficial @sion feature of the Bridge Loans was determinelket $161,000. The intrinsic value of $161,000 elzrged to the note disco
and credited to Additional Paid in Capital. Theendiscount was amortized over the term of severtinsaand charged to interest expense.

The fair value of the warrants issued August 1,0284s determined to be $36,000 with the followisguanptions: 1) risk free interest rate of .70%ar2)expected life of 2.4 years,
3) an expected dividend yield of zero. The fairneabf $36,000 was charged to the note discounteetited to Additional Paid in Capital. The noteatiunt was amortized over
term of five months and charged to interest expense

SlI Investment Transaction

On October 29, 2010, the Company and SlI entertdthre Purchase Agreement, pursuant to which th@mp@ay agreed to sell, and Sll agreed to purchad€0;000 Shares
Common Stock at a purchase price of $1.50 per sba@n aggregate purchase price of $2,100,00@ Piichase Agreement was amended on December IR, 2h December 1
2010, the Company and SlI completed the SlI Investrifransaction through the issuance and saleed$liares to Sll.
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On December 13, 2010, the Company and Sl alsagexhiato a Registration Rights Agreement, purstianthich the Company granted SlI certain registratights with respect

resale of the Shares. As a result of the complatibthe Sl Investment Transaction, SIl becameliigeficial owner of approximately 51.4 percentled Company's outstandi
Common Stock.

The Purchase Agreement provides that for so lor§jlasolds more than 50 percent of our outstandimgmmon stock, (i) our Board of Directors shall dshef seven members, and
SII will have the right to designate four membefsor Board. In addition, the Purchase Agreemenvides that for a period of three years followihg Closing, as long as '
continues to own at least 80 percent of its Com®tmtk acquired, SlI will have a right of first refl to purchase additional securities which arereff and sold by the Company
the purpose of maintaining its percentage intéreite Company.

The proceeds from the Sl Investment Transactiorewsed to pay approximately $288,000 of experaased to the transaction, repay $585,000 in sieom loans, reduce accrt
liabilities by $200,000, reduce accounts payablafyroximately $150,000 and the balance goingdrease the Company's working capital.

8. Income Taxes

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

2011 2010

Current Long Term Current Long Term
Deferred assets (liabilities
Tax effect of net operating lo
carry-forward (includes $12,000 of
charitable carr-forward) $ - $3,128,00( | $ - $3,047,00(
Partnership basis differen - 147,000 - 173,000
Deferred revenu - 126,000 - 160,000
Property and equipment ba
differences - 339,000 - 286,000
Other accrued liability differenc 63,000 43,000 90,000 41,000
Net deferred tax asse 63,000 3,783,00C 90,000 3,707,00C
Less valuation allowance (63.000) | (3,783,000 (90,000) | (3.707.000
Net deferred tax asse $ - 1% -1 $ - 1$ -

* The valuation allowance increasedsd$,000 during the year ended September 30, 2011.

The Company has net operating loss céoryards of approximately $8,196,000 for income paxposes which expire from 2012 through 2031. ise of these net operating |
carry-forwards may be restricted due to changesvimership.

Total income tax expense for the years ended 20d2@10 differed from the amounts computed by d@pplthe U.S. Federal statutory tax rates to preista@me as follows:

2011 2010

Total expense (benefit) computed by applying th®. $tatutory

rate (35%; $( 355,000 |$(1,026,000
State income tax, net of federal tax ber (131,000) (88,000)
Effect of change in valuation allowan 49,000 989,00C
Permanent difference 22,000 30,000
Expiration of net operating loss ce-forward 312,000 -
Other 3,000 95,000
Provision for income taxe $ - $ -
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9. Related Partie:

The Erie County Investment Company (owner of 99%tté Bailey Company) is a holder of our commonlistaed has certain contractual rights to elect membkthe Company's
Board of Directors under the Series B Convertiblkfétred Stock Agreements entered into in Febri2095.

The Company leases office space from The Bailey izom under a lease agreement which expired in Bdyee2011 and is currently leasing the space oprahrto month basis.
Rent paid to them in fiscal 2011 and 2010 for effépace was $55,000 and $55,000, respectively.

The Bailey Company is also the owner of one frasethiGood Times Drive Thru restaurant which is ledah Loveland, Colorado and was the owner of saechised restaurant
Thornton, Colorado which was closed in October 2008 Bailey Company has entered into two franchisgé management agreements with us. Franchisetiezsyahd manageme
fees paid under those agreements totaled appraedym®b3,000 and $50,000 for the fiscal years en@egtember 30, 2011 and 2010, respectively. Amodunésfrom The Baile
Company related to these agreements at Septemp2®BD and 2010 were $16,000 and $12,000, respéctiv

Total interest and commitment fees paid to Goldedd®, LLC under their agreement were approxima$dyp00 and $18,000 for the fiscal years endinge®eper 30, 2011 and 20.
respectively. See Note 8 above for the terms ofdhe.

10. FAIR VALUE OF FINANCIAL INSTRUMENTS:

The following table summarizes financial assets latilities that are measured at fair value oeeurring basis as of September 30, 2011:
Level 2:

Interest Rate Swap liability:
Balance at September 30, $84,000

2010
Balance at September 30, $57,000
2011
Net change $27,00C

The unrealized gain for the fiscal year ended $epéz 30, 2011 of $27,000 is reported in the Conelér@onsolidated Statement of Operations. There wergansfers in or out
Level 3 for the twelve month period ending Septendte 2011.

11. Stockholders' Equity

Non-controlling Interest Drive Thru is currently the general partner of dingited partnership that was formed to developvBrThru restaurants and Drive Thru sold their k&t
partner interest in one restaurant in June 201@ited partner contributions have been used to oactshew restaurants. Drive Thru, as a generahpgrgenerally receives
allocation of approximately 51% of the profit armb$es and a fee for its management services. qiigy enterest of the unrelated limited partnersieown on the accompany
consolidated balance sheet in the stockholdersyegaction as a non-controlling interest, and theétéd partner's share of the net income or losthénpartnership is shown as non-
controlling interest income or expense in the aquamying consolidated statement of operations.

Stock Transaction On December 13, 2010 the company completed & stade of 1,400,000 shares of Common Stock, parev@l001, at a price of $1.50 per share to onestove

On December 13, 2010 the company received BoaRirettors and Shareholder approval to effect afon¢hree reverse stock split of its Common Stock nerlthan December
2010. The reverse stock split was effected on Déeerdl, 2010. Immediately prior to the reverselsgglit the company had 8,177,989 of Common Stadktanding and immediate
following the reverse split the outstanding shawese approximately 2,725,996 (subsequently 218eshhave been issued for rounding of fractionaleshagsulting from the revel
split).

Preferred Stock The Company has the authority to issue 5,000,0@0es of preferred stock. The Board of Directas the authority to issue such preferred shareglies an
determine the rights and preferences of the sleresay be determined by the Board of Directors.
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Common Stock Dividend Restrictio- As long as at least t\-thirds of the shares of common stock into which $leeies B Preferred Stock was converted remairds thethe forme
holders of such converted Series B Preferred Steitkput the written consent or affirmative votetbé holders of threquarters of the then outstanding votes of the shafréhe Serie
B Preferred Stock and the shares of the commoik stiee Company cannot institute any payment of cégldends or other distributions on any sharesosfimon stock.

Stock Option Plans The Company has an Omnibus Equity Incentive Corsgition Plan (the "2008 Plan"), approved by shddehs in fiscal 2008, which is the successor el
compensation plan to the Company's 2001 Stock ®ftlan (the "2001 Plan"). As of September 30,120%7,333 shares were available for future grahtoaoqualified stock option
incentive stock options, stock appreciation righgstricted stock, restricted stock units, perfarogashares, performance units and stock-based saward

The 2008 Plan serves as the successor to our 280,188 amended (the "Predecessor Plan"), andrtieeflawards shall be made under the Predecessofi®m and after the effecti
date of the 2008 Plan. All outstanding awards unikde Predecessor Plan immediately prior to thectiffe date of the 2008 Plan shall be incorporatenl the 2008 Plan and st
accordingly be treated as awards under the 2008 Rfeowever, each such award shall continue todsemed solely by the terms and conditions of tigtrument evidencing su
grant or issuance, and, except as otherwise expm@swvided in the 2008 Plan or by the Committest tdministers the 2008 Plan, no provision of t@82Plan shall affect or otherw
modify the rights or obligations of holders of suoborporated awards.

Following the guidance of FASB ASC 718-10-30, Cemgation - Stock Compensation, stdx@sed compensation is measured at the grant dested lon the calculated fair value of
award, and is recognized as an expense over thésitegemployee service period (generally the westieriod of the grant).

The Company measures the compensation cost agsbevith share-based payments by estimating thevédire of stock options as of the grant date usliegBlackScholes optio
pricing model. The Company believes that the véwmatechnique and the approach utilized to devéepunderlying assumptions are appropriate in tatiog the fair values of tt
Company's stock options granted during fiscal 2@ktimates of fair value are not intended to preglitual future events or the value ultimately izl by the employees who rece
equity awards.

Net loss for the fiscal years ended September 8Q12and 2010 includes $61,000 and $88,000, respdctiof compensation costs related to our s-based compensati
arrangements.

During the fiscal year ended September 30, 2011gnarted 4,000 non-statutory stock options and¥RBi@centive stock options with exercise price$bb6. The peshare weighte
average fair value was $1.26 for both the non-stafistock option grants and incentive stock optiocants.

In addition to the exercise and grant date prideth® awards, certain weighted average assumptfaatswere used to estimate the fair value of stmution grants are listed in t

following table:
Incentive Non-Statutory

Stock Options  Stock Options

Expected term (year 6.5 6.7
Expected volatility 98.5% 97.4%
Risk-free interest rat 2.46% 2.52%
Expected dividend 0 0

We estimate expected volatility based on histoneagkly price changes of our common stock for dopleequal to the current expected term of the ogtidhe riskfree interest rate
based on the United States treasury yields in effethe time of grant corresponding with the expéderm of the options. The expected option tertiné number of years we estin
that options will be outstanding prior to exeraisasidering vesting schedules and our historicai@se patterns.

FASB ASC 718-1(0 requires the cash flows resulting from the temdiits for tax deductions in excess of the comaims expense recorded for those options (excadsetaefits) t
be classified as financing cash flows. These exizesBenefits were $0 for the fiscal years endguieSaber 30, 2011 and 2010.
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A summary of stock option activity under our st-based compensation plan for the fiscal year enaéptdethber 30, 2011 is presented in the followindetafhe numbers of optio
and the exercise prices shown in this table haee bdjusted to effect the one for three reversekstplit that occurred on December 31, 2010.)

Weighted Average

Weighted Remaining
Average Contractual Aggregate
Intrinsic
Options Exercise Prict Life (Yrs.) Value
Outstanding-beg of
year 130,027 $9.89
Granted 57,233 $1.56
Exercisec 0
Forfeited (20,038) $11.28
Expired (1,200) $4.14
Outstanding Sept 30,
2011 166,022 $6.89 6.0 $0
Exercisable Sept 3
2011 80,153 $11.46 3.2 $0

As of September 30, 2011, the total remaining wgeized compensation cost related to unvested 4tas&d arrangements was $54,000 and is expecteel lecbgnized over
weighted average period of 2.21 years.

The total intrinsic value of stock options exerdis#uring the fiscal year ended September 30, 2044 $0. Cash received from stock option exercieeghie fiscal year end
September 30, 2011 was $0.

12. Retirement Plan

The Company has a 401(k) profit sharing plan (fRkri"). Eligible employees may make voluntary cbotions to the Plan, which may be matched byGobenpany, in an amot
equal to 25% of the employee's contribution up % & their compensation. The amount of employestridzutions is limited as specified in the Plan.eTBompany may, at
discretion, make additional contributions to tharPbr change the matching percentage. The Conthidmot make any matching contributions in fisc@l 2 or fiscal 2010.

13. Subsequent Events

We entered into a purchase and sale agreemeritdaale of one compargwned restaurant in Littleton, Colorado that weeaive October 11, 2011. We anticipate the saleldee
prior to December 31, 2011 with estimated net pedseof $310,000.

As previously disclosed in the Company's curreppbreon Form & filed December 9, 2011, we received notice froreld/Fargo Bank, N.A. (the "Bank") that the Compas
currently not in compliance with certain covenanmtsler the Amended and Restated Credit Agreemeet @¢cember 10, 2010 (the "Credit Agreement”) uidiclg covenants requiril
that the Company's tangible net worth not be leas $2,500,000 at any time and that the Compariyedetertain landlord's disclaimer and consent doents to the Bank.
previously disclosed in the Company's current repar Form 8K filed December 27, 2011 we entered into a Firstedment to the Amended Credit Agreement and Waf
Defaults and a Second Amended and Restated Term With Wells Fargo Bank (together, the "Amendmeéntkat waived the current covenant defaults anddified the loa
covenants and note terms. The Amendments are taometl upon the closing of the sale of the Litttret@staurant described above and provide for aagrepnt of $100,000
principal from the proceeds from the sale of thilétion, Colorado restaurant, the release of aaitdtassociated with that restaurant, the waivexedfain other collateral requireme
and a revision to the amortization and maturityedsftthe remaining loan balance as of January 22 20 $349,000 to December 31, 2013. There washaage to the interest rate
the loan.
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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 mattees@unting or financi.
disclosure.

ITEM 9A. CONTROLS AND PROCEDURES.

Conclusion Regarding the Effectiveness of DiscloserControls and Procedures:Based on an evaluation of the Company's disclosargrols and procedures (as define
Rules 13a-15(e) and 18ib(e) of the Securities Exchange Act of 1934, asratad), as of the end of the Company's fiscal geded September 30, 2011, the Company's
Executive Officer and Controller (its principal ex#ive officer and principal financial officer, mactively) have concluded that the Company's dssck controls and procedures v
effective.

Management's Report on Internal Control Over Finandal Reporting: We are responsible for establishing and maintairidgquate internal control over financial report{ag
defined in Rule 13a-15(f) and 18d{(f) under the Securities and Exchange Act of 1834amended). We maintain a system of internaraisnthat is designed to provide reason
assurance in a cost-effective manner as to thafamreliable preparation and presentation of tmsalidated financial statements.

Because of its inherent limitations, internal cohbver financial reporting may not prevent or détaisstatements. Therefore, even those systerasnieed to be effective can prov
only reasonable assurance with respect to finastaéément preparation and presentation.

We conducted an evaluation of the effectivenessuointernal control over financial reporting asS#fptember 30, 2011. In making this evaluation,jeanagement used the criteria
forth by the Committee of Sponsoring Organizatiofighe Treadway Commission ("COSQ") in Internal @ohintegrated Framework. This evaluation included dese of the
documentation of controls, evaluation of the desfiectiveness of controls and a conclusion on évialuation. We have concluded that, as of Septerd®e2011, 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 accognfirm regarding internal control over financiapreting. Management's rep
was not subject to attestation by the Company'stexgd public accounting firm pursuant to ruleste SEC that permit the Company to provide onlyhaggment's report in ti
Annual Report.

Changes in Internal Control over Financial Reporting: There have been no significant changes in the Coypanternal control over financial reporting tretcurred during tt
Company's fiscal quarter ended September 30, 2@t have materially affected, or are reasonabBlyjiko materially affect, the Company's internahtrol 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 assl

Geoffrey R. Baileyage 59, has served as a Good Times director sB@@ dnd is a member of the Audit Committee. Helss a director of The Erie County Investment @dich
owns 99% of The Bailey Company. The principal bass of The Bailey Company owns and operating $8/'Arestaurants as a franchisee, and The Baileyp@oy has also beel
franchisee and joint venture partner of Good TifRestaurants since 1987. Mr. Bailey joined The BExdainty Investment Co. in 1979. Mr. Bailey is adpate of the University
Denver with a Bachelor's Degree in Business Adrtriiion.

David L. Dobbin, age 50, was appointed as a Good Times directectafe upon the closing of the SllI Investment Baation on December 13, 2010. He was also apmbageh
Chairman of the Board effective as of December2030. In addition, he currently serves as Chairofaime Board of Small Island Investments Ltd., @@mpany's strategic inves
(2010-Present). He also serves as Chairman oBtlaeds of Terra Nova Pub Group Ltd., its subsidsmm@nd affiliates (2007-Present) and Welapteganddrid. (2008Present),
leading supplier of offshore mooring inspectiontegss, companies controlled by Mr. Dobbin througlp&age Investments Limited, an investment comfamyed under the laws
Canada that holds investments in the transportasienvice, real estate and hospitality sectors{Z0@sent). Previously, Mr. Dobbin served in seveagacities with CHC Helicopt
Corporation, an offshore helicopter services prexiénd led Canadian Ocean Resource Associatesalnonsulting firm specializing in best practiegiews, institutional support a
public/private partnerships. Mr. Dobbin holds aBelor of Commerce from Memorial University of Newhdland.

Gary J. Heller, age 44, was appointed as a Good Times direcfectafe upon the closing of the SlI Investment Baction on December 13, 2010. He is the chairnfahe
Compensation Committee. In addition, he curreséives as Secretary and a Director of Elephant gtl€&roup Inc. (200Present), Secretary and a Manager of Massach g
Group LLC (2008-Present), and Executive Vice Presicbf Terra Nova Pub Group Ltd. (20B%esent). Prior to entering the restaurant inglist2007, Mr. Heller spent 16 years a:
investment banker, including serving as a Managirgctor of FTI Capital Advisors, LLC (2002006) and a Director of Andersen Corporate Findid@. Mr. Heller holds a BA i
Economics from the University of Pennsylvania andvlBA in Finance from New York University.

Boyd E. Hobacl, age 56, has served as a Good Times director §8@2 and is President and Chief Executive OffafeGood Times Restaurants, a position which hehiedd sinci
December 1992, and he has been in the restaursinelss since the age of 16. Mr. Hoback has begalgart of the development of Good Times to a&aurant chain and has b
involved in developing all areas of the Companyr. Mbback is an honors graduate of the Universitg@aorado in finance.

Keith A. Radforc, age 42, was appointed as a Good Times dirediectafe upon the closing of the SlI Investment Bagtion on December 13, 2010. He is the chairnidneoAudi
Committee. In addition, he currently serves as€Chinancial Officer of Terra Nova Pub Group Ltlephant & Castle Group Inc. and MassachusettsGtohp LLC (2009Present)
Previously Mr. Radford served as a Director andeMigesident of subsidiaries within AKER Solutioadeading global provider of engineering and cargion services, technolo
products and integrated solutions (2G0I8). In addition he has over eight years of éepee in public practice providing auditing, taratand business consulting services.
Radford holds a Bachelor of Commerce degree frormbtéal University of Newfoundland and Labrador asié Chartered Accountant.

Eric W. Reinhar¢, age 52, has served as a Good Times director 280@% He resigned as Chairman of the Board, gigo$ie held since 2005, effective as of Decenif$r2010. H
is currently a member of the Compensation Committde Reinhard also serves as President of theiR&ga Bottler's Association, a beverage assariatianagement and consuli
association and a position he has held since 2006t to June 2004 he was the General Managemh®iPepsi Bottling Group's Great West Business Whihile in this role, Mi
Reinhard was also a member of the Pepsi Bottlirgu@s Chairman's Operating Council, a member of-the Service Strategic Planning Committee, anctmber of The Dr. Pepg
Bottler Marketing Committee. Mr. Reinhard joinPdpsi Cola in 1984 after four years with The Pro&tdGamble Distributing Company. Since 1984 he hekl several field ar
headquarters positions including Vice Presidenté&ariManager Pepsi-Lipton Tea partnership (JV),ee@rManager MidAtlantic business Unit, Area Vice President Re@ilannels
Vice President On-Premise Operations and Area Fiesident of Franchise Operations.
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Mr. Reinhard holds a BA from Michigan State Univrand has completed the Executive Business Pnogitethe University of Michigar

There are no family relationships among the dinsct@he board has determined that of the curreaettbrs Geoffrey R. Bailey, Eric W. Reinhard, Dadd. Dobbin, Gary J. Heller, ar
Keith A. Radford are independent directors underNIASDAQ listing standards.

Geoffrey R. Bailey was originally elected to theaBd of Directors pursuant to contractual boardesentation rights granted to The Bailey Compargoimection with its investment
in shares of our Series A Convertible PreferrediSto 1996. Prior to December 13, 2010, Mr. Baiteytinued to serve on the board pursuant to cotahboard representation rigl

held by The Bailey Company and its affiliates ("Beiley Group") in connection with our Series B @ertible Preferred Stock financing in February 2006ereby The Bailey Group
was entitled to elect three members of our Boardirdctors, including two independent directors.

Prior to December 13, 2010, Richard J. Stark armh M. Teran were the other two members of our Bdagignated by The Bailey Group under the aboveigioms. The other
investors in our Series B Convertible Preferrectlsfinancing also had board representation rigtitsreby they were entitled to elect three membemioBoard. Eric W. Reinhard
was originally elected in 2005 and has continuesetwe on our Board pursuant to these provisiéh®r to December 13, 2010, Ron Goodson and Davigsén were the other two
members of our Board designated by the other SBriesestors under these provisions. In conneatiith the SIl Investment Transaction, Messrs. Stagcan, Goodson and Grissen
resigned from our Board effective as of December2030. In addition, the Series B Investors agteezhncel their Board designation rights underSbges B Convertible Preferred
Stock financing documents and to accept in lievethiethe designation rights set forth in the Pusehagreement with SiI.

The SlI Purchase Agreement provides that so lorf§jldsolds more than 50% of the Company's outstejm@ommon Stock, (i) the Board shall consist ofesedirectors, and (ii) Sl
shall have the right to designate four membersi®@Board. In addition, the Purchase Agreementiges\vthat Sl shall vote its shares in any electibdirectors in favor of one person
designated by The Bailey Group and one person datsd by Eric W. Reinhard, in addition to SlI'sifairector designees. If either The Bailey GroufReinhard ceases to own at
least 600,000 shares of the Company's Common $aoijksted for any stock splits, reverse splitsimilar capital stock transactions), then the foiegalesignation right will cease,
and SlI has agreed to vote its shares in any etecfi directors in favor of a person, other tharSérdesignee, who receives the majority of votelsadders of Common Stock other
than the Investor. Pursuant to the Purchase Agreerthe Series B investors have agreed to voteghares in any election of directors in favoiStfs designees.

David L. Dobbin, Gary J. Heller and Keith A. Radfawere originally appointed to our Board on Decenit® 2010 upon the closing of the SlI InvestmenrariBaction, pursuant to S|
designation rights under the Purchase Agreementr # his resignation on August 10, 2011, JohiMBrgan also served as a director of the Compasigdated by Sll. As a result of
the resignation of John F. Morgan, the Board o&EBtiors has exercised its authority to reduce tmeban of the members of the Board from seven t@stk Sll has agreed that its right
to designate members of the Board will be reduceeh four to three members. Prior to the next nmegetif the stockholders of the Company for the @eotf directors it is the
intention of the Board of Directors to restore thenber of the members of the Board to seven athwiivize Sl will again exercise its right to desi¢m&our members of the Board.

See Item 13 "Certain relationships and relatedstrations” for additional discussion of these priovis. There are no other arrangements or undelis@mbetween any current direc
and any other person under which that dire ctorelasted or nominated.

Nominee selection processOur Board of Directors as a whole acts as the natinig committee for the selection of nominees fecton as directors. We do not have a separate
standing nominating committee since we require dbiatdirector nominees be approved as nomineesngjarity of our independent directors. The Boaitll consider suggestions by
stockholders for possible future nominees for @ecas directors at the next annual meeting wherstiygestion is delivered in writing to the corpersecretary of Good Times
Restaurants by April 15 of the year immediatelycpding the annual meeting. No request for a recenai®d nominee was made by the August 15, 2011idedsjl any stockholder «
group of stockholders with beneficial ownershipyaire than 5% of the Company's common stock asateticin a Schedule 13D or 13G.
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The Board selects each nominee, subject to conaiciominee designation and election rights heldcestain stockholders, as discussed below, baseth@mominee's skill
achievements and experience, with the objective ttteaBoard as a whole should have broad and nelexsperience in high policymaking levels in buss@nd a commitment
representing the lontgrm interests of the stockholders. The Boardebeb that each nominee should have experiencesitiqns of responsibility and leadership, an underding o
our business environment and a reputation for fitieg

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

When seeking candidates for director, the Boaritispsuggestions from incumbent directors, managenstockholders or others. The Board does na bacharter 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 noteiiirectors with a variety of
complementary skills so that, as a group, the Bealigossess the appropriate talent, skills, axuketise to oversee the Company's business.

Communication with the directors : The Board welcomes questions or comments aboutdisar operations. Those interested may contacBtdard as a whole or any one or more
specified individual directors by sending a lettethe intended recipients' attention in care ob&®imes Restaurants Inc., Corporate Secretary(8®forate Circle, Golden, CO
80401. All such communications other than comnag@uilvertisements will be forwarded to the appiaterdirector 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 the
best interests of the Company to make that detetinimbased on the position and direction of thenGany and the membership of the Board. The Boasdletermined that
separating these roles is in the best interedtseo€ompany's stockholders at this time. Thiscstine ensures a greater role for the independesdtdis in the oversight of the Compi
and active participation of the independent direcin setting agendas and establishing Board figerand procedures. Further, this structure gerthé Chief Executive Officer to
focus on the management of the Company's day-tmpesations.

Risk Oversight: Material risks are identified and prioritized the Company's management and reported to the Boaodersight. The Board regularly reviews infotioa regarding
the Company's credit, liquidity and operationswa$l as the risks associated with each. In adujtibe Board continually works, with the input bétCompany's executive officers, to
assess and analyze the most likely areas of fuskdor the Company.

Board Committees

Audit Committee : The Audit Committee currently consists of Messradfrd, Heller and Reinhard, each of whom is arejrehdent director under the applicable NASDAQrg
standards. The Board has determined that Mr. Radaan audit committee financial expert, as teah is defined by the SEC rules.

The function of the Audit Committee relates to migint of the auditors, the auditing, accounting inancial reporting processes and the review ef@ompany's financial reports ¢
information. In addition, the functions of this @mittee have included, among other things, recondingnto the Board the engagement or discharge @égandent auditol
discussing with the auditors their review of the@any's quarterly results and the results of tadit and reviewing the Company's internal accagntiontrols. The Audit Committ
operates pursuant to a written charter adoptetidyBbard of Directors. A current copy of the Audidmmittee Charter is available on our websitewtwgoodtimesburgers.com. T
Audit Committee held five meetings during fiscall20

Compensation Committee :The Compensation Committee currently consists ofdvie Heller, Bailey and Reinhard, each of whonisralependent director under the applic
NASDAQ listing standards. The function of this Quittee is to consider and determine all matteratirey to the compensation of the President andf@&hxecutive Officer and oth
executive officers, including matters relating he employment agreements. The Compensation Coeanfi¢tld one meeting during fiscal 2011.
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The Compensation Committee does not have a chatterresponsibility of the Compensation Commitie®ireview and approve the compensation and ¢¢hers of employment
our Chief Executive Officer and our other executficers, including all of the executive officemamed in the Summary Compensation Table in Iterof Hart 111 of this Form 10k
(the "Named Executive Officers"). Among its otlieities, the Compensation Committee oversees allfisignt aspects of the Company's compensationspdanal benefit program
The Compensation Committee annually reviews andoapg corporate goals and objectives for the Clhiefcutive Officer's compensation and evaluate<thief Executive Officer
performance in light of those goals and objectivEee Compensation Committee also recommends tBahed of Directors the compensation and bendfitsrfembers of the Board
Directors. The Compensation Committee has alsa bepointed by the Board of Directors to administer 2008 Omnibus Equity Incentive CompensatiomRtae "2008 Plan"
which is the successor equity compensation plaheécCompany's 2001 Stock Option Plan (the "200h'PlaThe Compensation Committee does not delegayeof its authority t
other persons.

In carrying out its duties, the Compensation Cortesitparticipates in the design and implementatioh @timately reviews and approves specific compgos programs. The
Compensation Committee reviews and determinesdbe balaries for the Named Executive Officers,adsdl approves awards to the Named Executive Offiaader the Company's
equity compensation plans.

In determining the amount and form of compensafiwrNamed Executive Officers other than the Chiré&utive Officer, the Compensation Committee olstamput from the Chi¢
Executive Officer regarding the duties, responiied and performance of the other executive officend the results of performance reviews. TheefCEkecutive Officer als
recommends to the Compensation Committee the ladesey $evels for all Named Executive Officers ahd award levels for all Named Executive Officerslemthe Company's equ
compensation programs. No Named Executive Offitemds any executive session of the Compensationn@ttee or is present during final deliberatiomgleterminations of su
Named Executive Officer's compensation. The Chiecutive Officer also provides input with respaetthe amount and form of compensation for the memiof the Board «
Directors.

The Compensation Committee has the authority tectlir engage, at the Company's expense, any cowp@Emgonsultants or other advisers as it deemessacy to carry out
responsibilities in determining the amount and fafexecutive and director compensation. For fig€d 1, the Compensation Committee did not usestreices of a compensat
consultant or other adviser. However, the Comp@rsa&Committee has reviewed surveys, reports ahéromarket data against which it has measured dhgetitiveness of tt
Company's compensation programs. In determiniegathount and form of executive and director comatims, the Compensation Committee has revieweddisulissed historic
salary information as well as salaries for simgasitions at comparable companies.

Directors' meetings and attendance There were five meetings of the Board of Directoed during the last full fiscal year. No membéttee Board of Directors attended fewer t
75% of the board meetings and applicable committeetings. The annual meeting of shareholdersdoalf2010 was attended by Messrs. Bailey, DobbihHoback. Messrs. Hell
Radford and Reinhard were absent.

Directors' compensation :Each nonemployee director receives $500 for each Board icédlors meeting attended. Members of the Compiemsand Audit Committees genere
each receive $100 per meeting attended. Howeverrerboth Compensation and Audit Committee meetngdeld at the same gathering, only $100 is fgadtirectors attending bc
committee meetings. Additionally, for the fiscaay ended September 30, 2011, each non-employegtatireceived a nostatutory stock option to acquire 2,000 sharesoafroor
stock at an exercise price of $1.56. Subsequethietdiscal year end each director received a stahitory stock option to acquire 5,000 sharesoafroon stock at an exercise prict
$1.31.

Audit Committee Report : Good Times Restaurant's management is responsibileef internal controls and financial reportinggess for Good Times Restaurants. The independent
accountants for Good Times Restaurants are resperisi performing an independent audit of the fficial statements in accordance with generally aecepuditing standards and to
issue a report on those financial statements. Attt Committee's responsibility is to monitor aoeersee these processes.

In this context, the Audit Committee met with maeagnt and the independent accountants to reviewligndss the Good Times Restaurants financialretaies for the fiscal year
ended September 30, 2011. Management representieel Audit Committee that the financial statemevese prepared in accordance with generally acdegateounting principles,
and the Audit Committee has reviewed and discugefinancial statements with management and ttiep@ndent accountants.
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The Audit Committee has discussed with the indepehdccountants matters required to be discuss&ddbgment on Auditing Standards No. 61, Commuioisatith Audit
Committees. The Audit Committee has also recefkiedvritten disclosures and the letter from theepehdent accountants required by applicable regeinés of the Public Company
Accounting Oversight Board regarding the indepebhdenountants' communications with the Audit Conteeitconcerning independence and the Audit Comniiteissed with the
independent accountants that firm's independence.

Based on the Audit Committee's review and discussieferred to above, the Audit Committee recomradrtd the Board of Directors that the audited feiahstatements be includ
in the Good Times Restaurants Annual Report on Fd)+K for the fiscal year ended September 30, 204 1iling with the SEC.

Executive officers :The executive officers of Good Times Restaurargsaarfollows:

Name Age Position Date Began With Company
Boyd E. Hobacl 56 President & CEC September 198
Susan M. Knutso 53 Controller September 198
Scott G. LeFeve 53 VP of Operation: September 198

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

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

Scott G. LeFevehnas been Vice President of Operations since Aua85, and has been involved in all phases of opesatvith direct responsibility for restaurant seevperformanc:
personnel and cost controls.

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

Code of ethics: Good Times Restaurants has adopted a Code of@ssiConduct which applies to all directors, ofSicemployees and franchisees of Good Times Resteur Th
Code of Business Conduct was filed with the SE@rasxhibit to the Annual Report on Form 10-KSBtfue fiscal year ended September 30, 2003.
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ITEM 11. EXECUTIVE COMPENSATION
Executive CompensationiThe following table sets forth compensation infotiorafor 2011 and 2010 with respect to the namestetive officers:

Summary Compensation Table for 2011 and 2010:

Non-Equity

Name and ) Incentive  Nonqualified

Stock Option Plan Deferred All Other
Principal Salary BonusAwards AwWards Compensatior Compensatior Compensatior
Position Year $ $ $ $3 $ Earnings $ $ Total $
Boyd E. 2011133,00C _ _ 17,816 _ _ 16,9611 167,771
Hoback
Presiden
and Chief 1 c
Executive 2010148,00C _ _ 29,381 _ _ 13,978 191,35¢
Officer
Scott G. 2 ,:
LeFever 2011 75,00C _ _ 9,565 _ _ 12,470 97,03¢
Vice
Efres'de”t 2010 90,62¢ _  _ 11645 _ _ 105802 112,85
Operation:

1 The amount indicated for Mr. Hoback includes armmdbile allowance, lor-term disability
and personal expenst
The amount indicated for Mr. LeFever includes atomobile allowance and lortgfrm disability

The value of stock option awards shown in this eoiuncludes all amounts expensed in
Company's financial statements in 2010 and 201lefprity awards in accordance with the
guidance of FASB ASC 718-10-30, Compensation - StGBompensation, 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 2011
consolidated financial statements included in tleen@any's Annual Report on Form 10-K for

the fiscal year ended September 30, 2011. There meeoption awards -priced in 2011
There were no shares of SARs granted during 202010 nor has there been any nonqualified defemetpensation paid to any named executive officarsnd 2011 or 2010. TI

Company does not have any plans that provide feciBpd retirement payments and benefits at, falhmor in connection with retirement.
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The following table sets forth information as ofp&mber 30, 2011 on all unexercised options presijoawarded to the named executive offic
Outstanding Equity Awards at 2011 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
Securities Securities Number of of Stock  Units of Unearned Equity Incentive Plan
Underlying  Underlying Securities That Stock Shares, Units  Awards: Market or
Unexercised Unexercised Underlying Have That or Other Payout Value of
Options - Options -  Unexercised Option Option Not Have Not Rights That Unearned Shares, Units
Exercisable Unexercisable Unearned Exercise Expiration Vested Vested Have Not or Other Rights That
Name (#) (#) Options (#) Price $ Date (#) $) Vested (# Have Not Vested (§
Boyd E. _ _ _ _ _ _
Hoback 16,667 $5.25 10/01/11
1,250 _ _ $8.10 10/01/12 _ _ _ _
1,300 _ _ $10.80 10/01/13 _ _ _ _
4,000 _ _ $9.33 10/01/14 _ _ _ _
2,833 _ _ $17.04 10/01/15 _ _ _ _
0 6,333 _ $19.14 11/17/16 _ _ _ _
0 9,501 _ $4.41 11/14/18 _ _ _ _
0 4,55103) _ $3.45 11/06/19 _ _ _ _
0 10,6474 _ $1.56 12/13/20 _ _ _ —
Scott G. _ _ _ _ _ —
LeFever 420 $8.10 10/01/12
860 _ _ $10.80 10/01/13 _ _ _ _
1,917 _ _ $9.33 10/01/14 _ _ _ _
1,917 _ _ $17.04 10/01/15 _ _ _ _
0 1,917(D _ $19.14 11/17/16 _ _ B _
0 5,669 _ $4.41 11/14/18 _ _ _ _
0 1,449®) _ $3.45 11/06/19 _ _ _ _
0 7,985 _ $1.56 12/13/20 _ _ _ —

The options were granted on November 17, 2006ussy continued employment with the Company, treras under the option
agreements will become exercisable per a vestingdsde which began on November 17, 2007 contintinrgugh November 17, 2010,
whereby options vest per the following schedul@ldh November 17, 2007; an additional 20% on Nowmii@, 2008; an additional
30% on November 17, 2009; and an additional 40%@rember 17, 201(

! The options were granted on November 14, 2008usyy continued employment with the Company, theret under the option
agreements will become fully exercisable on Novemilde 2011

3 The options were granted on November 6, 2009. mgwy continued employment with the Company, theeshander the option
agreements will become fully exercisable on Novem@)012.

b The options were granted on December 13, 2010.misgucontinued employment with the Company, theeshander the optic

agreements will become fully exercisable on Decerib2013.
(The numbers of options and the exercise pricewstio this table have been adjusted to effect thefor three reverse stock split that occurred endbnber 31, 2010.)
35




The following table sets forth compensation infotimrafor the fiscal year ended September 30, 20it respect to director:
Director Compensation Table for Fiscal Year 201:

E';?r?gd Non-Equity  Nonqualified
: Option ncentive Plan  Deferred
or Paid  Stock A . ds Compensation Compensation All Other .
in Cash Awards Awarads ; Compensation
Name $) $) @2 ®) Eamings $ $ Total $

Geoffrey R.
Bailey 2000 - 840 - - - 2,840
David Dobbin 2,000 _ 840 _ _ _ 2,840
Gary Heller 1,500 _ 840 _ _ _ 2,340
Eric W.
Reinharc 1,000 - 840 - - - 1,840
Keith Radford 1,500 _ 840 _ _ _ 2,340
John Morgar® 1,500 _ 840 _ _ _ 2,340

Boyd E. Hoback
4 0

1 The value of stock option awards shown in thisuooi includes all amounts expensed in the
Company's financial statements in 2011 for equisarals in accordance with the guidance of
FASB ASC 718-10-30, Compensation - Stock Compemsatexcluding any estimate for
forfeitures. The Company's accounting treatment dad assumptions made in the valuation of
equity awards are set forth in Note 1 of the natethe Company's 2011 consolidated financial
statements included in the Company's Annual ReporfForm 10-K for the fiscal year ended
September 30, 2011. There were no option awa-priced in 2011

2 As of September 30, 2011, the following directoetd options to purchase the following number
of shares of our common stock: Mr. Bailey 5,33arsk; Mr. Dobbin 667 shares; Mr. Heller 667
shares; Mr. Reinhard 6,167 shares; Mr. Radford#b@ires; and Mr. Hoback 57,081 sha

3 Mr. Morgan resigned as a director effective asdofust 10, 2011. Mr. Morgan's options have
expired and are no longer outstandi

4 Mr. Hoback is an employee director and does notive additional fees for service as a member
of the Board

A description of the standard compensation arraegesn(such as fees for committee service, seng@hairman of the board or a committee, and meetitggdance) is set forth in-
section entitled "Directors' Compensation" above.

Employment Agreement: Mr. Hoback entered into an employment agreemetit us in October 2001 and the terms of the agre¢mere revised effective October 2007
compliance with Section 409A of the Internal Revelode. The revised agreement provides for hidament as president and chief executive officertfemo years from the date
the agreement at a minimum salary of $190,000 ear, {terminable by us only for cause. The agreéprewides for payment of one year's salary andfiesnin the event that char
of ownership control results in a termination o§ Bmployment or termination other than for cauBeis agreement renews automatically unless spatiifioot renewed by the Board
Directors. Mr. Hoback's compensation, includintasa expense allowance, bonus and any equity gvisréviewed and set annually by the Compensaiommittee. Mr. Hoback
bonus, when applicable, is based on the Compaclyie\dang certain Earnings Before Interest, TaxespiBciation and Amortization ("EBITDA") targets fibre year.

As a condition to the closing of the SII Investm&rdnsaction, Mr. Hoback agreed to waive certaghts under the employment agreement which wouldratise have accrued to
as a result of the change in ownership controhef@ompany as a result of the SlI Investment Tietitsg including his right to terminate his emplogmt within one year of the char
in control and trigger the severance payment desdrabove and his right to accelerate the vesfistpok options upon the change in control.

Other Employment Arrangements: Mr. LeFever is employed as an "employee at vélitlt does not have a written employment agreemidigt.compensation, including sale
expense allowance, bonus and any equity awardsyiswed and approved by the Compensation Comnmitteeially. He participates in a bonus program ihdtased 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 management:The following table
shows the beneficial ownership of shares of GoadeEi Restaurants common stock as of December
15, 2011 by each person known by Good Times Rest&ito be the beneficial owner of more than
five percent of the shares of Good Times Restasiearhmon stock, each director and each executive
officer named in the Summary Compensation Table, @h directors and executive officers as a
group. The address for the principal stockholderd the Directors and Officers is 601 Corporate
Circle, Golden, CO 8040:

Number of shares Percent of
beneficially owned class**




Holder

Principal stockholders

Small Island Investments Ltd 1,383,334 50.74%
The Bailey Company, LLLP 273,837% 10.04%
The Erie County Investment Co. 338,730 12.42%
Directors and Officers

David L. Dobbin, Chairman 1,389,0012 50.84%
Geoffrey R. Bailey, Directc 14,7663 *
Boyd E. Hoback, Director, President and Chief 45,2144 1.63%
Executive Officel

Eric W. Reinhard, Chairman 110,334° 4.01%
Scott G. LeFever, Vice President, Operati 12,699° *
Gary H. Heller, Director 56677 *
Keith A. Radford, Directo 5,6678 *

All directors and executive officers as a group
1,591,550° 55.67%
(8 persons including all those named abc

1 The Bailey Company is 99% owned by The Erie Coungiestment Co., which should be
deemed the beneficial owner of Good Times Restésireommon stock held by The Bailey
Company. The Erie County Investment Co. also o0wWf4,680 shares of Good Times
Restaurants common stock in its own name. GeofReyBailey is a director and executive
officer of The Erie County Investment Co. GeoffiRy Bailey disclaims beneficial ownership
of the shares of Good Times Restaurants commolk &teld by The Bailey Company and The
Erie County Investment Co. Because of his ownprshionly 26% of the voting shares of The
Erie County Investment Co., Paul T. Bailey disclaitveneficial ownership of the shares of
Good Times Restaurants common stock held by ThieB&ompany and The Erie County
Investment Co. Paul T. Bailey is the father of GexnfR. Bailey.

2 David L. Dobbin owns 100% of Small Island InvesititseLtd. Also includes 5,667 shares
underlying presently exercisable stock optic

3 Includes 10,333 shares underlying presently esabdé stock options and 4,433 warrants to
purchase stocl

4 Includes 30,217 shares underlying presently exatasstock options

Includes 11,167 shares underlying presently esabté stock options and 12,500 warrants to

purchase stoc

Includes 12,699 shares underlying presently exadtasstock option

Includes 5,667 shares underlying presently exalotésstock options

Includes 5,667 shares underlying presently exalotésstock options

Does not include shares held beneficially by ThéleBaCompany and The Erie Cour

Investment Co. If those shares were included,ntin@ber of shares beneficially held by all

directors and executive officers as a group wowd1t930,280 and the percentage of class

would be 67.52%

* Less than one percel
Under SEC rules, beneficial ownership includes eshawver which the individual or entity h
voting or investment power and any shares whichirttizidual or entity has the right to acquire
within sixty days.

()]

© 0 N O

The information required by this Item concerningwséies authorized for issuance under equity camption plans is incorporated by reference to rtf@rination provided under t
caption "Disclosure with Respect to the Companysify Compensation Plan” in Part Il - Item Blarket for Common Equity and Related Stockholdettets, included in this Fol
10-K.
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ITEM 13. CERTAIN RELATIONSHIPS AND REL ATED TRANSACTIONS AND DIRECTOR INDEPENDENCE.

In February 2005, we issued 413,333 shares of ede$SB Convertible Preferred Stock, including 60,8hares to The Erie County Investment Co., ataotial holder of our commt
stock and member of The Bailey Group. In June 20@6exercised our mandatory conversion rights utigeterms of the Series B preferred stock to edral of those shares int
total of 413,333 shares of our common stock. Timalrer of shares shown have been adjusted to éffeaine for three reverse stock split that occuo@®ecember 31, 2010. Uni
the agreements for the Series B preferred stoadnéimg, prior to December 13, 2010, The Bailey @rbad the right to elect three directors, provitleat two directors meet t
NASDAQ independence standards, and the other iokse$t the Series B preferred stock financing Hael right to elect three directors. As a conditiornthe closing of the <
Investment Transaction, the Series B investorseahte waive the foregoing director designation tsgleffective as of December 13, 2010. Going fodwthe Series B investors hi
certain designation rights as set forth in the Rase Agreement with SlI, which is discussed below.

The SlI Purchase Agreement provides that so lorf§jldsolds more than 50% of the Company's outstejm@ommon Stock, (i) the Board shall consist ofesedirectors, and (ii) Sl
shall have the right to designate four membersi®@Board. In addition, a provision of the SeriegrBferred stock financing restricts, for as losghee original investors hold at least
two-thirds of the common stock into which the Seiieshares have been converted, our ability teas® the size of the Board of Directors above sdiventors unless we first receive
approval from the holders of at least three-foudhall outstanding shares of common stock.

The Sll Purchase Agreement provides that Sl skd its shares in any election of directors irofaef one person designated by The Bailey Groupaaedperson designated by Eric
W. Reinhard, in addition to SlI's four director @gwes. If either The Bailey Group or Reinhardsesao own at least 600,000 shares of the Comp&@oytsnon Stock (adjusted for &
stock splits, reverse splits or similar capitak&ttransactions), then the foregoing designatightrwill cease, and SlI has agreed to vote itseshar any election of directors in favor of
a person, other than an SllI designee, who recéieemajority of votes of holders of Common Stodkestthan Sll. Pursuant to the Purchase AgreerttenSeries B investors have
agreed to vote their shares in any election ofcttirs in favor of SlI's designees.

Keith A. Radford, Gary J. Heller and David L. Doblaire the current directors designated by SllorRa his resignation on August 10, 2011, John Brddn also served as a directo
the Company designated by Sll. As a result ofélsggnation of John F. Morgan, the Board of Direstoas exercised its authority to reduce the nurobdre members of the Board
from seven to six and SllI has agreed that its figlitesignate members of the Board will be reddimad four to three members. Prior to the next rimgedf the stockholders of the
Company for the election of directors it is theeimtion of the Board of Directors to restore the bamof the members of the Board to seven at wiiich SII will again exercise its rig
to designate four members of the Board.

Geoffrey R. Bailey is the current director desiguiby The Bailey Group, and Eric W. Reinhard isdheent director designated by the other Seri@svBstors. David L. Dobbin is
director of SlI, which holds approximately 50.7% afr outstanding Common Stock as of December 151.2@eoffrey R. Bailey is a director of The Erieudty Investment Cc
which owns 99% of The Bailey Company. The Baileyrpany and The Erie County Investment Co. are jpathstockholders of us. Geoffrey R. Bailey's &tHPaul T. Bailey, is tt
principal owner of The Erie County Investment Co.

Our corporate headquarters are located in a bagildinned by The Bailey Company and in which The &aiCompany also has its corporate headquarters.cilfently lease o
executive office space of approximately 3,693 sgteet from The Bailey Company for approximatelp $80 per year. The lease expired September 8®, &d we continue to le¢
the space on a month to month basis.

The Bailey Company is also the owner of one frasethiGood Times Drive Thru restaurant which is ledat Loveland, Colorado. The Bailey Company hdered into one franchise
and management agreement with us. Franchise ies/altd management fees paid under those agreetoehesl approximately $53,000 and $50,000 forfigeal years ending
September 30, 2011 and 2010, respectively.

In April 2009 the Company entered into a loan agrext with Golden Bridge, pursuant to which Goldeidge made a loan of $185,000 to the Company. [Bais was repaid in full
out of the proceeds received by the Company irsthénvestment Transaction. Director Eric Reinhardi former directors Ron Goodson, David Grisséchd&d Stark, and
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Alan Teran, who are all stockholders of the Compang the sole members of Golden Bridge, and Egialfard is the sole manager of Golden Bridge. Chmpany's obtaining of tt
loan from Golden Bridge and related transactionsevdely approved in advance by the Company's BoBRirectors by the affirmative vote of membersréaf who did not have an
interest in the transaction. Total interest anaimitment fees paid under this agreement were appedgly $7,000 and $18,000 for the fiscal yearsen&eptember 30, 2011 and
2010, respectively. The amount due to related gmrthder this agreement that is included in naagalge was $0 at September 30, 2011. See Note@ tGonsolidated Financial
Statements of Item 8 above for the terms of tha.loa

Section 16(a) beneficial ownership reporting compdince: Under Section 16(a) of the Securities ExchangeofAd934, directors, executive officers and persshe own more than
ten percent of our Common Stock must disclose thitial beneficial ownership of the Common Stocidany changes in that ownership in reports whioktrbe filed with the SEC
and Good Times Restaurants. The SEC has desigsyaedic deadlines for these reports and Good TiRestaurants must identify in this proxy stateniease persons who did not
file these reports when due.

Based solely on a review of the reports filed viziod Times Restaurants and written representatemesved from reporting persons Good Times Restasitzelieves that during the
fiscal year ended September 30, 2011 all Sectida)Iing requirements for its officers, directpesnd more than ten percent shareholders were ¢gainpith on a timely basis.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

INDEPENDENT PUBLIC ACCOUNTANTS : The Board of Directors appointed HEIN & ASSOCIATEEP as Good Times Restaurants' independent auditorthe fiscal yee
ended September 30, 2010 and fiscal year 2011tcapérform other accounting services. Represemmtdf HEIN & ASSOCIATES LLP are expected to besere at the annt
meeting of shareholders, and will have the oppditun make a statement if they so desire andspord to appropriate shareholder questions.

Audit Fees : The aggregate fees billed for professional servieaslered by HEIN & ASSOCIATES LLP for its audit thfe Company's annual financial statements foffifoal yea
ended September 30, 2011, and its reviews of tlenéial statements included in the Company's FA®«®s for fiscal year 2011 were $71,482 compared ® 0 in fees for tt
fiscal year ended 2010.

Audit Related Fees:There were no aggregate fees billed by HEIN & ASBES LLP for assurance and related services treteasonably related to the performance of thé at
review of our financial statements and are not regbunder "Audit Fees" for the fiscal years en8egtember 30, 2011 and September 30, 2010.

Tax Fees:The aggregate fees billed by HEIN & ASSOCIATES Lidp the preparation and review of the Company'sréurns for the fiscal year ended September 301 2@ere
$10,500 compared to $10,500 in fees for the figeal ended September 30, 2010.

All Other Fees : The aggregate fees billed to Good Times Restaufanll other services rendered by HEIN & ASSOCES LLP for fiscal year 2011 were $14,030 compag
$12,214 in fees for the fiscal year ended Septerd®e2010. These fees are primarily related t0H}4 plan audit .

Audit Committee: Policy on Pre-Approval Policies of Auditor Servicéinder the provisions of the Audit Committee Charill audit services and all permitted reundit service
(unless subject to a de minimis exception allowgdalw) provided by our independent auditors, ad aglfees and other compensation to be paid to,themst be approved in adval
by our Audit Committee. All audit and other sersgrovided by HEIN & ASSOCIATES LLP during thec#d year ended September 30, 2011, and the rekeasdas discussed abc
were approved in advance in accordance with SE€srahd the provisions of the Audit Committee Chiart€here were no other services or products pexvidy HEIN &
ASSOCIATES LLP to us or related fees during thedis/ear ended September 30, 2011 except as distabsve.

Auditor Independence : The Audit Committee of the Board of Directors hassidered the effect that the provision of the isessdescribed above under the caption "All Othesst
may have on the independence of HEIN & ASSOCIATE® L The Audit Committee has determined that pliovi®f those services is compatible with maintagnihe independen
of HEIN & ASSOCIATES LLP as the Company's principatountants.
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ITEM 15.

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULES

The following exhibits are furnished as part ostheéport:

Exhibit
3.1

3.2

3.3

3.4

35

3.6

4.1

10.1

10.2

10.3
10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

Description
Articles of Incorporation of the Registrantrgyiously filed on November 30, 1988 as
Exhibit 3.1 to the registrant's Registration Stagahon Form S-18 (File No. 33-25810-LA)
and incorporated herein by referen
Amendment to Articles of Incorporation of thRegistrant 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 (prewsty filed as Exhibit 3.5 to the registrant's
Annual Report on Form 10-KSB for the fiscal yeadeth September 30, 1996 and (File No.
00C-18590) incorporated herein by referen
Restated Bylaws of Registrant dated Novembd9%37 (previously filed as Exhibit 3.6 to
the registrant's Annual Report on Form 10-KSB fue fiscal year ended September 30,
1997 (File No. 00-18590) and incorporated herein by referet
Restated Bylaws of Registrant, amended as of Aubis007 (previously filed as Exhit
3/1 to the registrant's current report on Form 8dfed August 14, 2007 (File No. 000-
18590) and incorporated herein by referet
Certificate of Change of Good Times Restaurants dfi¢previously filed as Exhibit 3.1 1
the registrant's Form 8-K Report dated January 211 (File No. 000-18590) and
incorporated herein by referenc
Certificate of Designations, Preferences, and Righft Series B Convertible Preferer
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 amengedviously filed as Exhibit 4.9 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 referet
1992 Non-Statutory Stock Option Plan, as aledr{(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 referet
Employment Agreement dated October 3, 2001 betweeregistrant and Boyd E. Hobe
Wells Fargo Credit Agreement (previouslydiles Exhibit 10.17 to the registrant's Annual
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 (previoudgdfas Exhibit 10.20 to the registrant's
Annual Report on Form 10-KSB for the fiscal yeadesh September 30, 2004 (File No. 000-
18590) and incorporated herein by referer
Securities Purchase Agreements (previously filetherregistrant's Current Report on Fc
8-K dated January 3, 2005 (File No. -18590) and incorporated herein by referer
Amendment to Securities Purchase Agreememvi@usly filed as Exhibit 10.1 to the
registrant's Form 8-K Report dated January 27, 2608 No. 000-18590) and incorporated
herein by reference
2001 Stock Option Plan, as amended (prelyidiled as Exhibit 99.1 to the registrant's
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 Prefe@&atk (previously filed as Exhibit 99.1 to the
registrant's Form 8-K Report dated June 8, 200& (Rb. 000-18590) and incorporated
herein by reference
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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

Description
Loan Agreement and Promissory Note (prelofiked as Exhibit 10.1 and 10.2 to the

registrant's Form 8-K Report dated August 7, 208i& (No. 000-18590) and incorporated
herein by reference

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

Expansion of Loan Agreement and Promissarte Npreviously filed as Exhibit 10.1 and
10.2 to the registrant's Form 8-K Report dated Makb, 2007 (File No. 000-18590) and
incorporated herein by referenc

Loan Agreement and Promissory Note (prelofiked as Exhibit 10.1 and 10.2 to the
registrant's Form 8-K Report dated May 7, 2007¢(Flo. 000-18590) and incorporated
herein by reference

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

2008 Omnibus Equity Incentive Compensation Plap\jpusly filed as Exhibit 10.1 to tt
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 registfarfform 8-K Report dated March 12, 2008
(File No. 00(-18590) and incorporated herein by referet

Letter Agreement between Good Times DriveuThc. and CEDA Enterprises, Inc. and
CEJ Investments, LLC (previously filed as Exhibit2 to the registrant's Form 8-K Report
dated March 12, 2008 (File No. (-18590) and incorporated herein by referer

Amended and Restated Loan Agreement (prslidiled as Exhibit 10.1 to the registrant's
Form 8-K Report dated July 2, 2008 (File No. 0069® and incorporated herein by
reference

Promissory Note by Good Times Drive Thru bued Good Times Restaurants Inc. payable
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 referet

Departure of Management Employees, Tramdf@evelopment Rights and Suspension of
Expansion (previously filed in the registrant's iA08-K Report dated June 26, 2008 (File
No. 00(-18590) and incorporated herein by referer

Suspension of Development Agreement preljidiled as Exhibit 10.41 to the registrant's
Form 10-KSB Report dated December 26, 2008 (File 000-18590) 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, Warrarigrémeditor Agreement and First Amendment
to Amended and Restated Promissory Note (previdilsty as Exhibits 4.1, 10.1, 10.2, 10.3
and 10.4 to the registrant's Form 8-K Report dated 20, 2009 (File No. 000-18590) and
incorporated herein by referenc

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

Letter Agreement between Good Times Resi&itac. and PFGI |, LLC dated December
14, 2009 (previously filed as Exhibit 10.33 to tlkgistration's Annual Report on Form 10-K
dated December 29, 2009 (File no. -18590) and incorporated herein by referer
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@d1, 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'a=8rK Report dated February 3, 2010 (File
No. 00(-18590) and incorporated herein by referer

Registration Statement (previously filed on theisegnt's Registration Statement on Fc
S-3 filed on March 4, 2010 (Registration No. 33%189) and incorporated herein by
reference
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10.33

10.34

10.35

10.36

10.37

10.38

10.39

14.1

211

23.1
311
31.2
32.1

*Filed herewith

Description

First Amendment to Loan Agreement, ConvirtiBecured promissory Note and Warrants

(previously filed as Exhibits 4.1, 10.1 and 10.2the registrant's Form 8-K Report dated
April 6, 2010 (File No. 00-18590) and incorporated herein by referet

Amendment No. 1 to Registration Statememgv{pusly filed on the registrant's Registration
Statement on Form S-3 filed on April 27, 2010 (Régtion No. 333-165189) and
incorporated herein by referen

Securities Purchase Agreement dated Oche2010 (previously filed as Exhibit 10.1 to
the registrant's Form 8-K Report dated November2@0 (File No. 000-18590) and
incorporated herein by referenc

Registration Rights Agreement dated DecerhBeP010 (previously filed as Exhibit 10.1 to
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 referer

Consent and Agreement dated as of December 13, (p0dGiously filed as Exhibit 10.1 1
the registrant's Form 8-K Report dated December 2040 (File No. 000-18590) and
incorporated herein by referenc

Consent and Waiver dated as of December 13, 20#0iqusly filed as Exhibit 10.1 to tt
registrant's Form 8-K Report dated December 17,02QRile No. 000-18590) and
incorporated herein by referenc

First Amendment to Amended and Restated Credit égent and Waiver of Defaults a
Second Amended and Restated Term Note of DecenmibeR@L1 (previously filed as

Exhibit 10.1 and 10.2 to the registrant's Form 8¢$ort dated December 27, 2011 (File No.

00C-18590)

Code of Ethics (previously filed as Exhibit 14.1tke 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 filed as Bxh21.1 to the registrant's Annual Rep
on Form 10-KSB for the fiscal year ended Septentkr1998 (File No. 000-18590) and
incorporated herein by referenc

*Consent of HEIN & ASSOCIATES LLI

*Certification of Chief Executive "Officer pursuait 18 U.S.C. Section 13t

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

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

In accordance with Section 13 or 15(d) of the ExgjgaAct, the registrant caused this report to eesd on its behalf by the undersigned, thereunip aluthorized.
GOOD TIMES RESTAURANTS INC.
Date: December 29, 20:

s/ Boyd E. Hobac
Boyd E. Hobacl

President and Chief Executive Offic

In accordance with the Exchange Act, this repostiheen signed below by the following persons oralbetf the registrant and in the capacities andhendates indicated.
/sl David L. Dobbir Is/ Susan M. Knutsc
David L. Dobbin, Chairma Susan M. Knutson, Controller a

Date: December 29, 2011 Principal Financial Officer

Date: December 29, 20:

/sl Geoffrey R. Baile /s/ Keith A. Radfor:
Geoffrey R. Bailey, Director Keith A. Radford, Director
Date: December 29, 20: Date: December 29, 20:
s/ Gary J. Hellel /sl Eric W. Reinhari

Gary J. Heller, Directa Eric W. Reinhard, Directc

Date: December 29, 2011
Date: December 29, 20:

/sl Boyd E. Hobac
Boyd E. Hoback, Director

and President and CEO
Date: December 29, 20:




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 FormK®f Good Times Restaurants Inc. (the "Companyf)tfie fiscal year ended September 30, 2011 as\filddthe Securitie
and Exchange Commission on the date hereof (thpdiR®, |, Boyd E. Hoback, as Chief Executive Oéficof the Company, and Susan M. Knutson, as Cdetrof the Company, ea
hereby certifies, pursuant to and solely for theppee of 18 U.S.C. 1350, as adopted pursuant t@Bte Sarbanes-Oxley Act of 2002, that to the bésmy knowledge and belief:
1) The Report fully complies with the reguments of section 13(a) or 15(d) of the Securleshange Act of 1934 (15 U.S.C. 78m or 780(d)}i an

2) The information contained in the Refdaitly presents, in all material respects, thefficial condition and results of operations of therpany.
/s/ Boyd E. Hobac /sl Susan M. Knutsc
Boyd E. Hobacl Susan M. Knutso

Chief Executive Office Controller (principal financial officer
December 29, 201 December 29, 201




Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

I, Boyd E. Hoback, certify that:

1.

I have reviewed this annual report om#&0-K of Good Times Restaurants Inc.;

Based on my knowledge, this report dagscontain any untrue statement of a material dactmit to state a material fact necessary to nta&estatements made, in light of
circumstances under which such statements were,matimisleading with respect to the period covérgdhis report;

Based on my knowledge, the financialesteents, and other financial information includedhis report, fairly present in all material resggethe financial condition, results
operations and cash flows of the registrant aarad,for, the periods presented in this report;

The registrant's other certifying offiead | are responsible for establishing and maiintg disclosure controls and procedures (as défind&exchange Act Rules 13&%(e) ani
15d-15(e)) and internal control over financial rejmy (as defined in Exchange Act Rules 13a-15¢f) 45d-15(f)) for the registrant and have:

(@) Designed such disclosure controls aratgiures, or caused such disclosure controls amcke@ures to be designed under our supervisionpsare that materi
information relating to the registrant, includirtg €éonsolidated subsidiaries, is made known toyustiters within those entities, particularly durithg period in whic
this report is being prepared;

(b) Designed such internal control over ficial reporting, or caused such internal controtrofinancial reporting to be designed under ouresupion, to provid
reasonable assurance regarding the reliabilityirgntial reporting and the preparation of finanatdtements for external purposes in accordande génerall
accepted accounting principles;

(c) Evaluated the effectiveness of the tegig's disclosure controls and procedures andepted in this report our conclusions about thecgffeness of the disclost
controls and procedures, as of the end of the gedwered by this report based on such evaluadiod;

(d) Disclosed in this report any change i tegistrant's internal control over financial rgpmy that occurred during the registrant's mosene fiscal quarter (tt
registrant's fourth fiscal quarter in the caserfanual report) that has materially affected,soreasonably likely to materially affect, the réxgist's internal contr
over financial reporting; and




5. The registrant's other certifying offi@nd | have disclosed, based on our most recelti@ion of internal control over financial repadi to the registrant's auditors and
audit committee of the registrant's board of dwes{or persons performing the equivalent funcfions

(@) All significant deficiencies and matémnaeaknesses in the design or operation of interoatrol over financial reporting which are readupdikely to adversely affe
the registrant's ability to record, process, sunmaand report financial information; and

(b) Any fraud, whether or not material, tiratolves management or other employees who haign#icant role in the registrant's internal cahtver financial reporting.
Date: December 29, 2011
/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.

I have reviewed this annual report om#&0-K of Good Times Restaurants Inc.;

Based on my knowledge, this report dagscontain any untrue statement of a material dactmit to state a material fact necessary to nta&estatements made, in light of
circumstances under which such statements were,matimisleading with respect to the period covérgdhis report;

Based on my knowledge, the financialesteents, and other financial information includedhis report, fairly present in all material resggethe financial condition, results
operations and cash flows of the registrant aarad,for, the periods presented in this report;

The registrant's other certifying offiead | are responsible for establishing and maiintg disclosure controls and procedures (as défind&exchange Act Rules 13&%(e) ani
15d-15(e)) and internal control over financial rejmy (as defined in Exchange Act Rules 13a-15¢f) 45d-15(f)) for the registrant and have:

(@) Designed such disclosure controls aratgiures, or caused such disclosure controls amcke@ures to be designed under our supervisionpsare that materi
information relating to the registrant, includirtg €éonsolidated subsidiaries, is made known toyustiters within those entities, particularly durithg period in whic
this report is being prepared;

(b) Designed such internal control over ficial reporting, or caused such internal controtrofinancial reporting to be designed under ouresupion, to provid
reasonable assurance regarding the reliabilityirgntial reporting and the preparation of finanatdtements for external purposes in accordande génerall
accepted accounting principles;

(c) Evaluated the effectiveness of the tegig's disclosure controls and procedures andepted in this report our conclusions about thecgffeness of the disclost
controls and procedures, as of the end of the gedwered by this report based on such evaluadiod;

(d) Disclosed in this report any change i tegistrant's internal control over financial rgpmy that occurred during the registrant's mosene fiscal quarter (tt
registrant's fourth fiscal quarter in the caserfanual report) that has materially affected,soreasonably likely to materially affect, the réxgist's internal contr
over financial reporting; and




5. The registrant's other certifying offi@nd | have disclosed, based on our most recelti@ion of internal control over financial repadi to the registrant's auditors and
audit committee of the registrant's board of dwes{or persons performing the equivalent funcfions

(@) All significant deficiencies and matémnaeaknesses in the design or operation of interoatrol over financial reporting which are readupdikely to adversely affe
the registrant's ability to record, process, sunmaand report financial information; and

(b) Any fraud, whether or not material, tiratolves management or other employees who haign#icant role in the registrant's internal cahtver financial reporting.
Date: December 29, 2011
Is/ Susan M. Knutsc
Susan M. Knutson

Controller




CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference of myort dated December 29, 2011, accompanying ¢heotidated financial statements of Good Times &gants, Inc., al¢
incorporated by reference in the Form S-8 Registiébtatements with registration numbers 333-60883;98407, and 333-125150 and Form S-3 Registr&tatement 3332289(
of Good Times Restaurants, Inc., and to the useiohame and the statements with respect to wp@earing under the heading "Experts" in the Redieh Statements.

Hein & Associates LLP
Denver, Colorado

December 29, 2011




